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Mr. Tuomas. Gentlemen, we have with us this morning the General 
Services Administration. Present with us is the very able genial 
Administrator, Mr. Floete; Mr. Mills, his Deputy; Mr. Medley, Mr. 
Sweeney, the General Counsel; Mr. Turpin, Assistant Budget Officer ; 
Mr. Cameron, Director of Estimates; Mr. Jumonville, Chief of Pro- 
gram Estimates; and we have the Commissioner of Public Buildings, 
Mr. Moran McConihe; an old friend of many years standing; also his 
able Deputy Commissioner, Mr. Poorman, and our friend Mr. Schmidt, 
Assistant Ccuniiibisiome for Planning: Mr. Phillips, Assistant Com- 
missioner, Buildings Management; Mr. Knott, Assistant Commis- 
sioner of Acquisition and Disposal; Mr. Hunter, an old-timer, well 
and favorably known; Mr. Festus, the Director of the Industrial 
Equipment; Mr. Moody, Assistant General Counsel ; Mr. Strawser, the 
administrative officer. 

Of course, we have a performance budget here which none of us likes. 
It has practically everything in it but what we want to know. It 
seems to have been made for the benefit of the Bureau of the Budget. 

Listed next are the witnesses for “Personal property” items. 

Is Mr, Bean here? 

Mr. Froere. This is just “Public buildings” today, sir. 

Mr. Tuomas. We will get it all in the record at this point, anyway. 

We will hear from Mr. Flatley, Assistant Commissioner, Property 
Management; Mr. Daly, Assistant Commissioner, Purchase and 
Stores; Mr. Leeper, Assistant Commissioner, Supply Management; 
Mr. Hanson, Director, Motor Vehicles; Mr. Dunkle, Director, National 
Buying; and Mr. Gasque, Assistant General Counsel. 

We have some very able and fine public servants here. 


GENERAL STATEMENT 


Mr. Floete, if you have a statement for us we will be delighted to 
hear it. We have not had the privilege of seeing you here for at least 
10 days. You must come more often. 


(1) 
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When you show up this time you deal in larger figures than you 
presented a week or 10 days ago. 

Mr. Froere. I do have a statement, Mr. Chairman. 

Mr. Tuomas. We will be delighted to hear it and talk to us as long 
as you like. We are delighted to have you. 

r. Forts. Thank you sir. 

Mr. Chairman and members of the committee, it is again a pleasure 
to meet with the committee to discuss GSA’s programs and explain its 
financial requirements for fiscal year 1959. 

You are well aware of the many diversified activities undertaken by 
GSA as a centralized management agency to provide essential services 
for the various departments and agencies of the Government. The 
magnitude of these services and the change in workload since GSA 
was created are indicated by the following selected statistics : 





June 30, 1950 

, $5, 639, 000, 000 

Average square feet of space operated and maintained _-_--.....-.....-..- 103, 451, 000 58, 198, 000 
Sales of common-use’supplies___.............--------..+-----+----.------ $225, 100, 000 $77, 067, 000 
Excess poe roperty reported_........ ason tine tanidietanitiabinaitiseamaitametiaaes $563, 700, 000 $209, 000, 000 
ee Se a eae ae $83, 200, 000 $5, 196, 000 
Raw materials tonnage in storage....._........-.-..2.--..-.-.-..------.-- 29, 247, 481 10, 805, 400 
I hs nd ne enteninintkonsodetenre $6, 041, 800,000 | $1, 560, 000, 000 
Gepee ees ee eevee Gunes... 5. Leone 3, 623, 000 45, 000 


The objectives of GSA are to promote efficient property, records, 
and traffic management in the Federal Government and to satisfy 
the reasonable needs of our customer agencies in the most economical 
manner. - This requires the application of sound businesslike practices 
which we believe are being applied. Despite the sizable increases 
in. workload, average employment projected for 1959 is 28,715 as 
compared to a high in 1951 of 30,370. 


PUBLIC BUILDINGS SERVICE 


This Service administers programs for planning, acquisition, man- 
agement, repair, and disposal of real property. At the end of fiscal 
year 1957 PBS was operating about 500 buildings owned by the Gov- 
ernment and more than 5,000 leases. In addition, it had repair 
responsibility for about 4,600 Government-owned buildings it does 
not operate, largely post offices. 

Progress is being made toward performing cleaning, janitorial, and 
custodial work by private contract. Such contracts have already been 
executed covering 12 buiidings each containing 100,000 square feet 
or more. Steps are now being taken to place 32 additional buildings 
under such commercial contracts. 

Under the repair and improvement program, which includes air 
conditioning, a progressive program has been initiated with the hel 
of this committee which if continued will within a 5- or 6-year peri 
overcome the tremendous backlog of essential repairs required in 
this field. 

Great emphasis is being given to disposal of real property and this 
has resulted in substantially more individual sales and in more satis- 
factory returns. Likewise an aggressive program for planning all 
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phases of operations for public buildings has resulted in notable 
achievements. oF oat 

In the lease-purchase program the 4 percent interest limitation 
was removed last fall, and since then we have been successful in se- 
curing 16 acceptable financial bids at an average interest rate of 
4.812 percent on total commitments of $44.2 million. Three of these 
projects have been placed under construction contracts at satisfactory 
prices. It is expected that 75 of such projects can be placed under 
construction contracts during fiscal years 1958 and 1959 provided 
acceptable finance bids are received. 


FEDERAL SUPPLY SERVICE 


This Service procures, stores, and distributes items of supply com- 
mon to all Federal agencies; conducts programs to standardize and 
catalog items of purchase and provides for the further utilization of 
excess and the disposal of surplus personal property. It also is re- 
sponsible for the operation of interagency motor pools. 

In fiscal year 1957 sales of common-use items exceeded $225 million. 
Purchases by other agencies under the Federal supply schedules ap- 
proximated $374 million additional. In each case the increase over 
the preceding year was substantial. During the year excess personal 
property having an acquisition cost of $83 million was transferred to 
other agencies. 

Efforts are continuing to improve all phases of management con- 
trol. Unit costs have been reduced and these are projected in our 
1959 estimates. In the last quarter of this fiscal year GSA will take 
over occupancy and management of the Belle Mead Quartermaster 
oa in New Jersey, to be occupied by both FSS and DMS. This 
will result in improved service in the New York region at lesser 
cost. 

Twenty-two motor pools were established by the end of fiscal year 
1957 and 18 additional pools are programed for 1958. Acceptance 
by. other agencies is excellent, and the quality of the service rendered 
is improving and costs are declining. 

We believe that in the fields of supply that the requirement for 
proper cataloging and specifications is basic. Our rate of progress is 
not satisfactory, and we are hopeful that sufficient appropriations for 
these activities will be approved. 


NATIONAL ARCHIVES AND RECORDS SERVICE 


This Service conducts governmentwide programs for efficient rec- 
ords management, serves as depository and publisher of documents of 
national significance, and operates the Franklin D. Roosevelt Libra 
at ~— Park, N. Y., and the Harry S. Truman Library at Independ- 
ence, Mo. 

Forty-two percent of the twenty-four million cubic feet of all Fed- 
eral records in existence are currently housed in 11 major GSA centers 
and center-type space operated by DOD and GAO. The Hoover Com- 
mission has recommended that 50 percent of all Federal records be in 
record centers or comparable space and equipment. 

Training workshops on paperwork management are receiving favor- 
able reception by the Federal agencies. Workshops on mail operations 
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and forms control are being emphasized for 1958, plus a continuation 
of the workshops on correspondence management started in 1957. For 
1959 emphasis will be given to workshops on filing practices and reports 
control. Over 550 workshops have been held by GSA and other Fed- 
eral agencies since the beginning of this program. 


TRANSPORTATION AND PUBLIC UTILITIES SERVICE 


Traffic surveys were completed in 7 agencies during the last half of 
1957, and 15 additional surveys are to be completed during 1958. These 
surveys are conducted among the civilian agencies for the purpose of 
identifying possible areas of improvement and making recommenda- 
tions to the agency concerned. They also serve the purpose of develop- 
ing information that will ultimately aid in more general solutions. 

Greater emphasis has been directed toward sentient of our stat- 
utory duty of representing executive agencies before State and Federal 
regulatory bodies in cases involving transportation and utility rates. 

Ve have, of course, continued our close supervision of transportation 
charges incident to our own shipments and have rendered the same 
type of service for other agencies, where requested. Savings during 
1957 were $9.7 million, and are estimated at over $12.5 million for 1959. 


DEFENSE MATERIALS SERVICE 


The Defense Materials Service is concerned primarily with buying, 
storing, and rotating materials for the national stockpile; providin 
for domestic expansion in the production of raw materials; and wih 
the management of the Government’s national industrial reserve of 
machine tools and productive equipment. 

By the end of fiscal year 1957 over $6 billion worth of some 76 metals, 
minerals, oils, and fibers were in the national stockpile; another $242 
million worth were on order. Deliveries to the stockpile exceeded $380 
million during the year, a slight increase from the previous year. 
Materials in the stockpile are stored at 224 locations. These locations 
cover approximately 24 million square feet of warehouse — 66 mil- 
lion square feet of open space, and 2 million barrels of tank space. 

DMS operates various incentive programs under the Defense Pro- 
duction Act to stimulate domestic production of such vital minerals 
as mica, manganese ores, and beryl. During fiscal year 1957, the 
Service purchased approximately $217 million worth of stimulated 
production and sold another $102 million worth to industry and the 
national stockpile. Responsible for the national industrial equipment 
reserve, DMS has a custody of 4,524 machine tool and equipment 
items, acquired at a cost of $13.4 million. ae 

The stockpile program for 1959 reflects the planned transition from 
one of emphasis on acquisition of critical materials to one of empha- 
sis on the continuing job of custody and maintenance of the stock- 

iled materials. These inventories include those acquired under the 

efense Production Act, the domestic materials program, and through 
the Commodity Credit Corporation, as well as those in the national 
stockpile itself. 

Work on the physical inventory of the stockpile is progressing satis- 
factorily. About 35 percent of the book value of materials in GSA 
facilities and commercial facilities have been inventoried and repack- 
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aged or restacked as necessary. The values of such inventories have 
departed to only a minor degree from the book inventories. It is 
expected that arrangements will soon be completed with the Depart- 
ment of Defense for it to take the inventory of materials stored at 
military installations. 

BUDGET ESTIMATES 


Before discussing the budget estimates as a whole, there is one rela- 
tively minor but important item on which we seek the committee’s 
help, that is our travel limitations. For the past few years we have 
been somewhat handicapped in supervising our programs by curtail- 
ing essential travel in order to keep within the travel limitations. 
This has been further aggravated by governmentwide Operation 
Alerts which last year cost. $89,000 for travel. I mention these facts 
for consideration when travel limitations for 1959 are set by the com- 
committee. 

Generally, the budget for 1959 includes 13 appropriation items 
totaling $334,770,000 for GSA. Excluding the stockpile item of $70 
million, for which no appropriation was made last year, the total for 
1959 is $3,579,700 less than comparable items for 1958. This decrease 
is an application of the general budget policy of holding obligations 
and expenditures for civilian activities in 1959 at or below 1958. The 
net result is a tight budget. On the other hand, unit costs of doing 
business are declining, we are pushing for improvements across the 
board and by so doing we believe progress has been and will be made 
toward providing a strong GSA which was contemplated by the Con- 
gress in the enabling legislation. 

Our plans for 1959 are set forth in detail in the justifications before 
you aia we are prepared to discuss them in such manner as the com- 
mittee desires. 

Mr. Tromas. A very fine statement, Mr. Floete. You covered the 
waterfront. The multiplicity of duties and activities gathered to- 
gether under the head of General Services is remarkable. Just think 
of the large number of revolving funds, public buildings, reserve 
materials, and critical materials that you have. You certainly cover 
the waterfront. 

Mr. Fiorerr. Yes. It hasa very large scope. 

Mr. THomas. Then they dropped the tail end of the RFC into your 
lap this year. 

M r. Fiore. Yes; and the tin program. 

Mr. Tuomas. That is right, they put you into the tin business. 

Mr. Frioetre. You might be interested to know that the people to 
whom we sold the tin business, Wah Chang, have had great difficulty 
in getting any raw materials and concentrates to process through the 
plant just completed. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


ALUMINUM CONTRACT 


Mr. Yates. When you were last here for the supplemental appro- 
priation I asked you about the new aluminum contract and what the 
companies were doing. Do you have that information with you? 

Mr. Froerr. I hope Mr. Medley has it. I have not yet seen it. 
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Mr. Mepiey. Mr. Floete has not seen it, but if you would care to 
have us put some information on the record we plan to submit it 
formally, Mr. Yates. 

Mr. Yates. Let me see a copy of it. 

Mr. Mepuey. Yes, sir. 

(Discussion held off the record.) 

Mr. THomas. We are ready for general questioning at this point, 
gentlemen. 

NEW FEDERAL BUILDING IN BOSTON 


Mr. Botanp. One question on public buildings with reference to the 
present status of the new Federal building to Boston. 

Mr. Frorre. Mr. McConihe and I went up to Boston in November. 
We discussed the matter with them there. Within the last 2 weeks 
the mayor has been down here, and the Governor has also been down 
here. We told them that provided they can really develop the plan for 
the development of Scollay Square, which they have proposed, that 
the Government would go along with them in locating in that area, 
provided that the State follows through with its plans and also the 
city ; that is, the State is contemplating the erection of an office build- 
ing to the north of Scollay Square. We would be right on the old 
square, and the city hall would be just to the south; and provided, of 
course, we can get a proper price for the land that we would have to 
acquire. 

They are working on it. I had a letter just yesterday from the 
Governor. 

Mr. Botanp. How firm are the plans for GSA to construct a Fed- 
eral building there? Do you have money to do it? 

Mr. Froere. It is in the lease-purchase program. We have set aside 
the money to purchase the site from appropriations heretofore made 
by Congress for that purpose. 

Mr. Botanp. The appropriation already has been made for the site? 

Mr. Froere. Yes. 


STATUS OF LEASE-PURCHASE PROGRAM 

Mr. Botanp. How is the lease-purchase program going? It has not 
been doing too well; has it? 

Mr. Fioere. Recently it has been doing a good deal better. 

Mr. Botanp. It was not doing well to begin with, so it cannot be 
doing very well now. Actually it is one of the programs which has 
been criticized severely by the Public Works Committee of the House, 
the Legislative Committee, and not only by them, but it has been 
criticized severely by almost everyone outside of the GSA. 

Mr. Frorrs. The primary reason it did not work well last year was 
the fact that we had an interest limitation imposed of 4 percent, and 
we could not get anybody interested in loaning money at 4 percent. 
We got that relaxed, and we immediately started to advertise for 
money. We have to have money before we can do anything about 
construction contracts. 

Mr. Botanp. Perhaps we can go into that matter a little later. 
uo Friorte. We have all the details on it. We have received 16 

ids. 
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DISPOSAL OF NAVY AMMUNITION DEPOT, CHARLOTTE, N. C. 


Mr. Jonas. Mr. Floete, I wonder if you would like to respond to 
the question Mr. Yates asked you concerning the naval ammunition 
depot at Charlotte? : 

T do not anticipate we will get to that in the regular hearings and 
I thought perhaps you might like to make a statement on it at this 
time. 

While you decide what you want to say about that I want to state 
for the record that I am fairly familiar with that situation myself 
since it is in my district. I know that the property has not yet been 
turned over to GSA for disposition. As a matter of fact, the House 
Committee on Armed Services just passed a resolution last week 
approving its relinquishment by the Defense Department, and the 

nate Committee on Armed Services has not yet acted, so until both 
of those committees act and approve the surrender of the property by 
the Defense Department I do not assume that you know anything 
about. it. 

Am I correct about that? 

Mr. Froere. Just informally we know that that is the situation. 

Mr. Jonas. The property never has come into your hands for dis- 
position ? 

Mr. Frorre. That is right. 

Mr. Jonas. And it will not unless both committees of the House and 
Senate approve it. 

Now if you would like to elaborate on that you may doso. I think 
Mr. Yates had a question from Congressman Sheppard on that. 

Mr. Yates. That is right. Mr. Sheppard in his Navy Appropria- 
tions Subcommittee hearings was trying to find out why the cost of 
closing a depot was so great and why it took so long. 

The admiral, Admiral Withington, said it was because GSA was 
dragging its heels in taking cognizance of the situation and closing 
the depot. That is where it was left at that time. 

I merely read into the record the letter that Congressman Sheppard 
had written to the chairman of this committee asking this committee 
to look into it. 

Mr. Jonas. The truth about the delay is that it required quite a 
number of months for the Navy to close out the supply of materials 
they had in the depot and it has been only in the last few months 
that it was held finally by the Navy to be surplus to their needs. 

Then the Army indicated an interest in acquiring about 225 acres 
of the 21,000-acre tract for a reserve area for the use of training 
Reserves. 

The people in Charlotte who were interested in seeing the roperty 
developed for commercial use requested the Department of the Army 
to delay putting in a formal claim until they could try and find 
a substitute location which would suit the Army for this Reserve unit 
training. That was responsible for some of the delay. 

Early in December the Department of the Army expressed satis- 
faction with the plans which had been suggested by the Charlotte 
Chamber of Commerce in acquiring for Army’s use an alternate site 
for this Reserve training and the Assistant Secretary of the Army 
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gave notice in December to the Defense Department that the Army 
had no use for the property and it was then that the Defense Depart- 
ment sent up its request to the Armed Services Committee of the 
House and Senate for approval of its surrender. 

That is a rather sketchy and brief statement of what has caused 
the delays. I do not think any of it could be attributed to General 
Services because it has not even come to their attention or has not 
come into their hands. 

Mr. Kworr. I saw that statement by the admiral. He mentioned 
specifically six properties. I found that there were three others like 

arlotte in that same category, properties which certainly from an 
operating level within the Navy they had determined a long time ago 
there was no further requirement, that the matter of clearances within 
the Department of Defense and clearances with the Armed Services 
Committee have consumed a lot of time. 

He mentioned specifically a 15-month period. That is the period 
that arises out of our regulations which require the holding agency 
to assume the financial responsibility for the cost of protection and 
maintenance of excess property for aslongas15 months. That enables 
us to get into our budget estimates. 

We believe in far more cases than to the contrary we are able to 
dispose of them within that period of time. That is certainly our 
objective. 

All agencies are of one mind in asking us a year ago to release that 
restriction. We have not found a way where we could shorten that 
period of time because we must be in the position of budgeting for 
protection and maintenance if it is to be assumed by us, if in fact we 
find it necessary to do it. 

Mr. Yates. Off the record. 

(Discussion held off the record.) 


ALUMINUM CONTRACTS 


Mr. Yares. Mr. Medley has just handed me a letter which is un- 
dated addressed to the hennvebls Albert Thomas, chairman of the 
Subcommittee on Independent Offices, which I assume will be placed 
in the record later. 

The letter contains certain exhibits which show the estimated tender 
rights of the Aluminum Company of America and Kaiser Aluminum 
& Chemical Corp. under the contractors’ asserted rights under the 
original contracts and their rights under the contract amendments. 

IT had asked the Administrator whether the amendments to the 
original contracts actually were in accord with the satements I read 
in the newspapers, that the Government’s liability under the contracts 
with the aluminum companies had been cut. 

It had been asserted that the companies had the right under their 
contracts not only to import aluminum from Aluminum of Canada 
but also to exercise their tender contract with the Government for 
the full amount covered thereunder. 

Subsequently the amendments were supposed to diminish the lia- 
bility of the Government in an amount equivalent to the amount im- 
ported from Aluminum of Canada. 
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I had heard, too, that the companies were deferring their imports 
from Aluminium and thereby restoring their original right to put to 
the Government. 

I asked the Administrator at that time to check into the situation 
and this letter is given in response. 

The last two paragraphs state this: 

Also enclosed, as exhibit B, is a statement showing the computation by which 


the maximum financial exposure of the Government was reduced approximately 
$98.2 million by the contract amendments. 


Under the amendments, the maximum exposure to the Government may not be 
increased by reason of suspending or deferring shipment of imports. Moreover, 
the maximum exposure will be reduced by any amounts by which imports in fact 
exceed the amounts contracted for importation. 

[ assume that these are firm and are fixed obligations and that the 
schedules that are contained in this letter show firm and fixed tender 
rights after the amendments, and that these are not susceptible to 
change depending upon imports or nonimports from Aluminium of 
Canada. Is that a correct statement ? 

Mr. Meptry. That is correct, except if the imports, the actual im- 
ports, exceed the amounts which were contracted for at the time these 
amendments were executed. Then there would be an additional de- 
duction from the tender rights for the amount of the excess. 

Mr. Yates. What you have done, then, is to renegotiate the tender 
rights by Alcoa and by Kaiser so that such tender rights are now 
reduced ? 

Mr Meptey. That is right, as well as Reynolds. 

Mr. Yares. Reynolds is tied up, too? 

Mr. Meptey. Yes; that is on Exhibit B, Mr. Yates, the last state- 
ment. 

Mr. Yares. That is interesting because Reynolds was not importing 
from Aluminum, as I recall. 

Mr. Meptey. We approached the question somewhat more broadly— 
that is, from the standpoint of all purchases, whether they were from 
domestic sources or foreign sources. 

Also there were some questions on inventory carryover as well as on 
price. We got price protection under these amendments as well. 

Mr. Yates. What was the nature of the price protection you got? 

Mr. Meptey. The old contracts were silent on many features 
because 

Mr. Yates. They required you to pay the published price, 

Mr. Meptey. That is right, at the time of delivery. Therefore you 
can see that if a company accumulated 
Mr. Yates. What is the new price? 

Mr. Meptey. Basically the new amendments provide that we will 
pay the price in effect at the time the tender right is earned. In other 
words, if they earn a tender right of 10 million pounds in the month 
of February, we pay the price in effect February 1. 

Mr. Yates. Rather than at the time of delivery ? 

Mr. Meptey. That is right. 

Mr. Friorre. In the amendments the percentage for the noninte- 
grated users was increased from 25 percent to 35 percent, covering a 
period of 15 years after the expiration of the contracts themselves. 
That is a very substantial amount, and when, as, and if metal is in short 
supply again that will be very helpful. 
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Mr. Yates. Aluminum is not in short supply now, is it? 

Mr. Froere. No. 

Mr. Tuomas. That is the basis of the present headache, is it not ? 

Mr. Fioers. That is right. 

Mr. Tuomas. What other metals are in the same position with alu- 
minum besides copper ? 

Mr. Fiorre. Zinc, Mr. Chairman, is in the same position. Nickel is 


eee, tting into it. ait ‘ 

r. ecasas, We will go into this in more detail when we get to 
stockpiling and the question of how much we are paying and how 
much we are buying and why we are buying it. Heretofore we have 
had trouble getting deliveries to the stockpile when the market was 
tight. Private industry took up all the production. Now since private 
industry is not taking up the production why are the aluminum com- 
panies dumping this stuff on the Government? 

Mr. Yates. That is their contract. 

Mr. Tuomas. They have not lived up to the contract in the past. 
They have not been tendering very much. They have been giving it 
to private industry. 

Vow when private industry cannot take it and the Government is 
not asking for it they say here it is. 

Mr. Mepiey. The contract provided that the Government would 
have the right to call. 

Mr. Tuomas. You didn’t call for this in the last 60 or 90 days, 
did you? Y 

r. Mepiry. No. ; 

Mr. Tuomas. You have been getting it, have you not? 

Mr. Meptey. But in earlier periods—— 

Mr. Tuomas. Have you been getting it when you didn’t call for it? 

Mr. Meptey. That is right. 

Mr. Tuomas. And in great quantities, and how much above the 
market price ? 

Mr. Mepury. At the market price. 


FREIGHT ON ALUMINUM SHIPMENTS 


Mr. Yates. One more question. In the aluminum hearings we had 
before my Small Business Subcommittee it has been disclosed that 
you do not pay freight for shipment of the aluminum in the same 
way that other purchasers do. The Government has some deal with 
the aluminum companies whereby you buy your own—I see counsel 
shaking his head. The Government gets a special deal on freight 
through permission of the aluminum companies because you can make 
your own deal with the railroads. 

Mr. Meptey. That is right. 

Mr. Yates. Yet it was disclosed in the hearings that with respect 
to General Motors and Ford under a so-called hot-metal contract that 
the aluminum companies have taken a freight factor that they charge 
the Government out of their price to General Motors and Ford. 

I inquire as to why they should not do this for the Government 
as well, inasmuch as quite frequently you take delivery and stockpile 
it right at the company’s plants, but they still charge you this aver- 
age freight factor which applies throughout the country. 
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I wondered why in your negotiation of price something like this 
was not taken into consideration. 

The second point, which relates to price and which has come out 
in the hot-metal contracts, is that there is a 10-percent price preference 
being given to Ford and General Motors because they take the metal 
in a molten state. I do not know whether or not, and the hearings 
have not disclosed, that 10 percent is a proper cost to be taken out of 
the price for the difference between molten metal and pig. Some of 
the witnesses said it is not. I assume the Government has the right 
to the lowest possible price under such circumstances, because you 
certainly bought more metal than any other customer of the companies, 
have you not? Have you looked into this question ? 

Mr. Fiorre. Not that particular question. 

Mr. Mepuey. Under the contracts it provides that they shall deliver 
in pig, ingot, or billet form, in such form as the Government 
prescribes. 

Mr. Yates. They contend molten metal is a different form of alum- 
inum than pig and therefore they can charge a different price for it. 
Therefore, the public price is still the same. 

Mr. Tuomas. It is not in as refined a state, is it ? 

Mr. Yates. The same chemical composition except it is molten. 

Mr. Tuomas. It comes in square sheets with a lot of little bubbles. 
The pig comes in a nice little compact bar. I have seen these copper 
sheets and it seemed to me there are more impurities in them. 

Mr. Yares. It has the same consistency. What happens under the 
hot-metal contract is that Ford and General Motors have thermos 
trucks. They dump the molten metal into the thermos trucks, they 
take it away and haul it to their plant and use the molten metal in 
fabricating their products. 

For this they receive a deduction of a freight factor plus a 10 
percent deduction, too. 

This is a very substantial saving, as you well know. I have often 
wondered why the Government does not look into that in terms of 
renegotiation of the price. 

Mr. Mepiry. We have no use for the hot metal that I know of. 

Mr. Yares. Is there not a question of whether you are getting the 
best price when there is a question as to whether 10 percent differential 
is the actual cost of pigging. You see the point I make? 

Mr. Meptey. Yes. 

Mr. Yates. It issomething you might want to look into, 

Mr. Froere. Yes. 


NICKEL CONTRACT WITH FREEPORT SULPHUR CO, 


Mr. Yates. The second question pertained to the nickel contract 
which you just signed with Freeport Sulphur. Presumably the in- 
centive contracts with the aluminum companies are attributable to 
the fact that you needed this metal immediately. 

Mr. Fiorre. Needed the capacity. 

Mr. Yates. That is right, and we were in a hurry so you entered 
into these very favorable contracts. 
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HISTORY OF THE CONTRACT 


Why, then, should you now give such a favorable contract to Free- 
port Sulphur Co.’ First of all, you might tell us about the contract. 

Mr. Frorre. I can tell you the history of it. In May of 1956 the 
Office of Defense Mobilization determined that there was a require- 
ment for an additional capacity for nickel. They are the policy 
agency and they issued a directive that we explore the possibility of 
entering into contracts which would provide 144 million additional 
pounds of nickel annually. 

It was preferred that that capacity come out of Cuba, which is right 
close to us, and not come out of Canada where Inco has had a monopoly 
foralongtime. Also there were ore bodies in Cuba. 

We negotiated with the two owners of ore bodies, the Bethlehem 
Steel Corp. and Freeport Sulphur Corp. We received a proposal 

Mr. Yates. Are they the only companies that own ore bodies in 
Cuba? 

Mr. Frorre. I think so. 

Mr. Tomas. Don’t you own some? 

Mr. Fuorre. Yes, but we cannot negotiate with ourselves. 

Mr. Yates. The only two private companies that own ore bodies? 

Mr. Fioere. Yes, and they own substantial ones. 

Mr. Yates. National Lead does not own any ? 

Mr. Fioere. Not tomy knowledge. 

Mr. Yates. Nor any other company ? 

Mr, Frioere. That is right. 





NEGOTIATIONS WITH BETHLEHEM STEEL CORP. 


We negotiated with both of them. We got a proposal from Bethle- 
hem which briefly was that the Government would guarantee or make 
a loan of some $100 million, either make the loan or guarantee a loan, 
whereupon Bethlehem would build a plant which would cost them 
about that much, in Cuba, and there would be no put rights as such to 
the Government. 

If the Government purchased, however, on call we would get a price 
10 percent under the then market price. 

Bethlehem was to create a wholly owned subsidiary in Cuba, and 
Bethlehem was to transfer assets to that corporation which they owned 
to the extent of about $15 million, and the right of use of the large 
ore deposit it owns. 

We thought it was a good deal and we recommended it by letter 
to ODM. Mr. Mills, the Deputy Administrator, appeared twice be- 
fore the Defense Mobilization Board and urged it. 

It was turned down on a policy basis that the Government would 
not loan money for that purpose nor guarantee such a loan. Then we 
went back to Bethlehem and tried to interest them in an incentive type 
contract because that is all we had left. 

Mr. Yates. You also might have used the tax amortization certifi- 
cates. Were they offered that? 

Mr. Murs. It never reached that point. 

Mr. Yares. Then you negotiated this contract with Freeport Sul- 
phur, and, as I remember the deal, you gave them not only tax am- 
ortization certificates but you also entered into a contract with them 
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under the terms of which the Government is required to pay a very 
high price. 

I am interpreting what I have read. Perhaps it would be better 
if you showed us the actual contract. 

. Fiorre. We went back to Bethlehem and tried to interest them 
in the other type of contract and they said, no, they would not do it 
that way. 

Mr. vice, So you entered into a contract which was more expen- 
sive to the Government, did you not? 

Mr. Fiorere. We didn’t like it as well as the other one but we had 
only one person to deal with, Freeport. 


AUTHORITY FOR FREEPORT CONTRACT 


Mr. Tuomas. What contract did you make with Freeport? 

Mr. Froere. The contract with Freeport was—— 

Mr. Tuomas. By virtue of what authority? What legislative com- 
mittee has approved a contract and where did the funds come from? 

Mr. Mus. As Mr. Floete said, we were operating under a May 
1956 directive from ODM that limited us to an incentive price type of 
contract. We went to ODM and the DMB Board asked that that di- 
rective be expanded to include some other arrangement in addition to 
the incentive plan provided for. 

That request was denied. Hence we were limited to incentive price 
type of negotiations. 

Mr. Tuomas. Has the Office of Defense Mobilization ever submitted 
that proposition to any congressional legislative committee and has 
Congress ever passed on it ? 

Mr. Frorre. Not to my knowledge. 

Mr. Tomas. Has Congress supplied the funds, or do they go 
straight to the Treasury ? 

Mr. Fiorre. No funds were supplied under the Freeport contract. 

Mr. THomas. Has the contract already been legally signed and is 
it binding now on the taxpayers without Congress ever saying a yea 
or nay about it ? 

Mr. Fioete. That is correct. 

Mr. Yarrs. When you say it didn’t cost the Government anything 
you are, overlooking the tax amortization certificates granted, are 
you not? 

Mr. Fionre.. We didn’t advance any money. 


TERMS OF THE CONTRACT 


Mr. Tuomas. Tell us about the terms of the contract and how much 
money is involved in this. 

Mr. Yates. And what the company actually received and is 
receiving. 

Mr. Forts. The contract provided that Freeport would invest 
about 106 million, with which they would construct a concentrating 
plant in Cuba and a refinery in Louisiana. The Government has 
undertaken to purchase from Freeport 271 million pounds of nickel 
at a price of 74 cents a pound. 

Mr. Yates. Is that the present price? 

Mr. Fiorrs. That is the present market price. 
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Mr. Tuomas. That is the highest price it has been in a long time. 
‘ Mr. Fuoers. Thatis correct. As far as I know, it is the highest mar- 
et price. 

. Tuomas. No congressional committee has ever approved the 
contract or given ODM any specific authority or direction to make the 
contract. That Treasury authorization was repealed or will be repealed 
shortly. 

Mr. Frorre. It was under the Defense Production Act. The legal 
features, I will have to ask someone else to talk to. 


TAX AMORTIZATION CERTIFICATES 


Mr. Yates. I think we ought to know what tax amortization certifi- 
cates the company got. 

Will nabs tell us what the company receives by way of tax- 
amortization certificates ? 

Mr. Froere. It was 80 percent. 

Mr. Yates. What amount? 

Mr. Tuomas. Eighty percent of $106 million. 

Mr. Yares. I remember a loan that the company floated, a bond 
issue of $200 million that is involved here. 

Mr. Minis. We have nothing to do with the tax-amortization end 
of it. I would like to add that the Freeport contract involves only a 
contingent liability—not a firm purchase commitment. 

Mr. Yates. According to your testimony today ODM prevented you 
from permitting Bethlehem to have a Government loan then turned 
right around and gave a tax-amortization benefit to Freeport Sulphur. 

{r.THomas. Who is the lobbyist for Freeport Sulphur ? 

Mr. Fioere. If there is one, I have never met him. 


PRICE FOR FREEPORT ORE 


Mr. Tuomas. They have been getting a very, very fancy price for 
the ore that the Government has bed "having from them. 

Mr. Fiorre. They sure have. 

Mr. Tuomas. The GSA has had how many conferences with them 
trying to beat down that price? 

Mr. Fioere. A lot of them. I personally have had many of them. 

Mr. Tuomas. Did they offer to give up anything on the price? 

Mr. Fuiorre. They offered to give something. We thought they 
were getting more than they were giving and turned it down. Weare 
still negotiating with them. 

Mr. Tuomas. In the face of that very high and fancy price that 
they have been charging the Government for years and years on that 
nickel oxide ore in Cuba—at Nicaro—the ODM enters into another 
contract with the same company giving them a guaranteed price where 
nobody can lose, except the taxpayers. 

Mr. Yarers. Not only a guaranteed price, but the Government now 
takes their total output until 1964. 

Mr. Tuomas. That is right. 

Mr. Froere. Not if they can sell it. 

Mr. Yates. The Government guarantees they will sell their total 
output by saying if they are not able to sell it, it will take the balance. 

Mr. Frorrs. That is right. 
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Mr. Yares. This is a guaranty of total production, yet you wouldn’t 
guarantee a loan to build a plant. 

Mr. Tuomas. How much outside liability is there in this contract ? 

Mr. Froerre. $200,540,000 on the nickel, if we have to take their 
total production. 

Mr. Tuomas. Freeport Sulphur’s contract is based upon the Gov- 
ernment taking the total output. That just shows the big disadvan- 
tage to the taxpayers of contract authorization, gentlemen. You avoid 
the Congress. 

The executive branch made this contract. Congress had no say-so 
in it. We have a meeting scheduled for one day this week with Mr. 
Gordon Gray, a very fine, able gentleman, and the Director of ODM. 
I can’t understand why these executive agencies stick their neck out 
and do that contracting without ever saying anything to the Congress. 

As far as I know, nothing was said to the Armed Services Com- 
mittee about it. Certainly nothing was said to this committee about 
it. The jurisdiction from now on lies in this committee. 

If you have to have any funds you will have to come to this com- 
mittee to get it. 

Mr. Yares. We will have to supply the funds to buy the nickel, 
won't we, in the event they can’t sell it # 

We can buy it under the Defense Production Act—under the bor- 
rowing authority. 


PROPOSED REPEAL OF BORROWING AUTHORITY 


Mr. Tuomas. That borrowing authority is proposed to be repealed, 
in the General Government matters appropriation bill which the 
House acted upon several days ago. 

As far as I am concerned, it is over with. 


STATUS OF THE CONTRACT 


Has the contract been signed ? 

Mr. Fiorre. Yes, a year ago. 

Mr. Tuomas. Has construction been started ? 

Mr. Fvoere. It has. 

Mr. Tuomas. Who is doing the construction work ? 

Mr. Fioere. Frederick Snare Corp. 

Mr. Tuomas. The same company that is down there. 

Mr. Froere. Not Merritt, Chapman & Scott though. 
_ Mr. LeOMAs. That is the same company that is down there now; 
is it not? 

Mr. Fioere. Merritt-Snare built the expansion in Nicaro. Snare 
has been doing business in Cuba for years. 


STATUS OF BORROWING AUTHORITY 


Mr. Tuomas. That original authorization of about $2.1 billion, a 
Treasury authorization, has all been used except $90 million. I think 
that was repealed the other day. 


a Meprry. Could I say something at that point, Mr. Chair- 
man ? 


Mr. Tuomas. Yes. 


22311—58—pt. 2——-2 
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Mr. Mepuey. I am aware of the action taken. 

Mr. Yates. What action taken? 

Mr. Mezpixy. That the chairman just mentioned by the General 
Government Matters Subcommittee. 

However, our present estimate, based on current market prices of 
materials and the probable ultimate net cost to the Government under 
the various contracts, indicates that by 1960—if the authorization is 
undisturbed—we would be in the hole some $41 million. This means 
that some form of legislation will be necessary, either in increasing 
the borrowing authority—authorizing borrowings without interest, or 
in authorizing a writeoff of the losses to date. This would eliminate 
the interest on losses to date in future years. Some one of those alter- 
natives will probably be considered. 

Mr. Tuomas. You mean to take care of the deficit caused by the 
Defense Mobilization Board using that contract authority? Is that 
what you are talking about ? 

Mr. Mepiey. Yes, sir. 

Mr. Tuomas. Let them stew in their own juice. 

Mr. Meptey. Well, it isn’t quite a matter of stewing, sir. 

Mr. Yates. Somebody is going to stew. 

Mr. Mepitxey. Economic conditions have developed which were not 
foreseen. We report quarterly to the Congress under the law on the 
status of the borrowing authority fund. 

Mr. Tuomas. After the horse is out of the stable you tell the Con- 
gress the door is open. As far as I am concerned, I am against any 
Treasury authorization and if any shortages develop by virtue of 
them, let them stew. 

Mr. Mirxs. Mr. Chairman. 

Mr. Tuomas. The Constitution says that the Congress shall appro- 
priate the money. I presume by that it will have some voice in the 
appropriating of it. Congress didn’t appropriate this money. This 
isa Treasury authorization. 

Mr. Frorre. Congress authorized it. 

Mr. Yares. Authorized what ? 

Mr. Fiorre. In the Defense Production Act. 

Mr. Tuomas. The Congress brought it on itself. 

Mr. Fiorre. They authorized a $2.1 billion borrowing authority. 

Mr. Tuomas. The Congress brought it on itself and shouldn’t have 
done it. 

THE FREEPORT CONTRACT 


Mr. Yates. Can we put the contract in the record? We still don’t 
have the contract or the authorization. 

Mr. Tuomas. Have youacopy of it? 

Mr. Meptry. We will have it. 

(The provisions of the contract follow :) 


Contract No. DMP-134 BETWEEN UNITED STATES OF AMERICA AND CUBAN 
AMERICAN NICKEL COMPANY 


This Contract entered into between the United States of America, hereinafter 
referred to as “the Government,” acting by and through the General Services 
Administration, pursuant to the authority contained in the Defense Production 
Act of 1950, as amended, and Executive Order 10480, as amended, and Cuban 
American Nickel Company, a corporation organized and existing under the laws 
of the State of Delaware, hereinafter referred to as “the Contractor.” 
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WitNesserH : In consideration of the premises and of the mutual promises 
herein contained, the parties hereto agree as follows: 


ARTICLE I. FACILITIES 


The Contractor, at no cost or expense to the Government, shall promptly 
construct or cause to be constructed, and shall operate or cause to be operated, 
a refinery and related facilities in Plaquemines Parish, State of Louisiana, and 
facilities in Cuba, all hereinafter referred to as the “facilities,” designed to 
produce annually 50,000,000 pounds of nickel metal and approximately 4,400,000 
pounds of cobalt metal from ores derived from properties at or near Moa Bay, 
Cuba, owned or controlled by the Contractor or by one or more subsidiaries of 
Freeport Sulphur Company. 


ARTICLE II. PRODUCTION 


Production at the facilities shall be deemed to commence with the production 
of the first saleable nickel metal, and the Contractor shall notify the Govern- 
ment in writing within thirty days after such event occurs. 


ARTICLE III. PURCHASES BY THE GOVERN MENT, 


(a) Following commencement of production at the facilities the Government 
may require the Contractor to sell to the Government, from time to time, but 
not beyond June 30, 1965, not in excess of thirty (30) percent of the nickel 
metal estimated to be produced at the Contractor’s facilities during each half 
year ending June 30 and December 31, respectively. For the purposes of this 
paragraph (a) of Article III, the Contractor shall give the Government notice 
in writing of the estimated production of nickel metal for each half year four (4) 
months in advance of the commencement of production for each such half year, 
and within two (2) months following receipt of such notice the Government 
shall notify the Contractor of the amount of nickel metal the Government will 
require during such half year. 

(b) The Contractor may, from time to time, tender to the Government such 
quantities of the first 271,000,000 pounds of saleable nickel metal produced at 
the facilities as shall not have been required to be sold to the Government 
under the provisions of paragraph (a) of this Article III, and such quantities 
of the cobalt metal produced as a result of the production of said 271,000,000 
pounds of saleable nickel metal, but not more than 23,835,000 pounds of cobalt 
metal, and the Government shall purchase, subject to the terms and conditions 
contained herein, such quantities so tendered. 

(c) The total amount of nickel metal delivered to the Government under 
paragraphs (a) and (b) of this Article III shall not exceed 55,000,000 pounds in 


any calendar year, except that such amount shall not exceed 27,500,000 pounds 
in the calendar year 1965. 


ARTICLE IV. PRICE 


(a) For each pound of nickel metal delivered to the Government pursuant to 
the provisions of paragraph (a) of Article III hereof and accepted by it, the 
Government shall pay to the Contractor, f. o. b. common carrier’s conveyance, 
Contractor’s refinery, a price equal to the market price (U. 8. currency) per 
pound for electrolytic nickel Cathodes, carload lots, U. 8. duty included, f. o. b. 
common carrier’s conveyance, Port Colborne, Ontario, Canada, in effect on the 
date of delivery, as stated in the principal quotation in the “B & M J Metal 
and Mineral Markets” (which, in the issue of June 20, 1957, is $0.74 per pound), 
or if such publication should Cease to be published, as quoted in the “American 
Metal Market” under the caption “Contract Prices—In carload lots at refinery, 
Port Colborne, Ontario * * * electrolytic cathodes,’ or seventy-four cents 
($0.74), whichever is higher. The foregoing method of determining such “mar- 
ket price” assumes that said Port Colborne will continue to be the principal 
shipping point for such electrolytic nickel cathodes to the United States. In 
the event that said Port Colborne should cease to be the principal shipping point 
for such electrolytic nickel cathodes to the United States, then “market price” 
on the date of delivery shall be the price quoted on such date for such electro- 
lytic nickel cathodes, carload lots, U. S. duty included, f. o. b. common carrier’s 
conveyance, the shipping point recognized by the applicable publication to be 
the principal shipping point for such electrolytic nickel cathodes. 
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(b) For each pound of nickel metal delivered to the Government pursuant 
to the provisions of paragraph (b) of Article III hereof and accepted by it, the 
Government shall pay to the Contractor, f. o. b. common carrier’s conveyance, 
Contractor’s refinery, seventy-four cents ($0.74). 

(c) For each pound of cobalt metal delivered to the Government pursuant 
to paragraph (b) of Article III hereof and accepted by it, the Government 
shall pay to the Contractor, f. o. b. common carrier’s conveyance, Contractor’s 
refinery, two dollars ($2.00). 


ARTICLE V. ORIGIN OF METALS 


All metals delivered hereunder shall be derived exclusively from Cuban 
lateritic ores mined from properties in the Moa Bay region of Cuba which were 
owned or controlled as of March 8, 1957, by the Contractor or by one or more 
subsidiaries of Freeport Sulphur Company. 


ARTICLE VI. SPECIFICATION 


Nickel metal and cobalt metal sold to the Government pursuant to Article IIT 


hereof shall meet the following requirements : 
(a) The nickel metal shall be in the form of briquettes, and shall conform to the 


following chemical requirements : 


Percentage 

by weight 
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(b) Nickel briquettes may be of any size and shape usual with the Contractor, 
but none shall pass a Tyler Standard Sieve mesh No. 6 (U. 8S. Standard Sieve No. 
6). All briquettes in a lot shall be of the same nominal size and shape, and shall 
have a clean surface, free from dirt, slag, or other foreign materials. 

(c) The cobalt metal shall conform to the following chemical requirements: 


Percentage 

by weight 
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Cn er as Meee Oss SA, SS Le) 0. 10 
pret (rsh, Senne eS Leu a ll es 0. 05 
Tmoepeerue <2"), Meme... oa eh Ue oe dl 0. 02 


(ad) The cobalt metal shall be supplied, at the Contractor’s option, in rondelles, 
briquettes or in small lump or granular form, provided however, that the cobalt 
metal in each lot shall be of the same approximate size, and shall pass a two-inch 
sereen, and none shall pass a Tyler Standard Sieve mesh No. 6 (U. S. Standard 
Sieve No. 6). 

(e) The Contractor shall package the nickel metal and cobalt metal in 18- 
gauge new steel drums, hot-dip galvanized after fabrication, of 30-gallon ca- 
pacity in lieu of present stockpile specifications relating to packaging. Each 
drum shall be completely filled. The Government shall pay to the Contractor 
$4.58 for each such drum used in packaging nickel metal, and $2.89 for each 
such drum used in packaging cobalt metal. The drums shall meet the follow- 
ing specifications : 

1. Capacity—The minimum capacity shall be not less than the rated ca- 
pacity plus 4 percent. 

2. Material——The body, cover, and bottom shall all be of the same gauge 
steel. The sheets of steel shall be of the required U. 8S. Manufacturers’ 
standard (revised) gauge; low-carbon, open-hearth, commercial quality used 
for production of steel drums. Individual sheets shall be subject to the 
“Manufacturers’ Standards” of the American Iron and Steel Institute cov- 
ering variations and tolerances. The closing ring shall be made from 12- 
gauge U. S. Manufacturers’ standard steel equipped with lugs so that it 
ean be tightly closed with a locking bolt. The locking bolt shall be hex- 
head with screwdriver slot and shall be threaded within one inch of the 
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head. It shall have a nominal diameter of % inch and be about 5 inches 
long. 

8. Construction.—The bottom head shall be double seamed. Top of the 
body shall have a rolled false wire in accordance with the Universal specifi- 
cation referred to in paragraph 8 of this Article VI. 

4. Rolling hoops.—There shall be two pressed or rolled hoops equidistant 
from ends not less than 7%, inch high. 

5. Gaskets.—The drum cover shall be provided with a solid synthetic 
rubber gasket in order that the finished drum may be closed airtight in 
accordance with the specification referred to in paragraph 8 of this Article 
VI. 

6. Galvanizing Procedure.—The completed drum, with bottom attached but 
without cover and ring, shall be properly prepared for receiving a zinc 
coating and shall be hot-dip galvanized as a unit by good approved commercial 
practice so that all the area inside and outside is completely and smoothly 
covered with zine of not less than 2.75 ounces per square foot of sheet metal 
(1.375 ounce per side). There shall be no uncoated edges or spots. The 
finished coating must be smooth, free of dross, dirt, flux, or other foreign 
material, and must be firmly adherent. The cover and ring shall be hot- 
dipped separately. No forming or further fabrication shall be done on any 
part of the drum after the zinc coating has been applied. The bolt and nuts 
may be zinc or cadmium-coated by any commercial process. 

7. Flanges and bungs.—For convenience in hot-dip galvanizing, an opening 
is permitted either in the body or in the bottom; provided that the opening 
is properly closed by means of appropriate flange and bung. The flange must 
be hot-dip galvanized. The bung may consist either of a galvanized plug 
with pipe thread or of a zine or aluminum die-cast plug equipped with syn- 
thetic rubber or fiber gasket. 

8. Other requirements.—In addition, the drum shall meet the general ap- 
pearance and requirement of the full removable head Universal drum pub- 
lished by the Steel Shipping Container Institute, Inc., as of October 1, 1954, 
or later. 

9. Tests.—The finished drum, either with or without cover, shall be tested 
for tightness by internal air pressure in accordance with commercial 
practice. 

(f) At the Government’s option, the Contractor shall package the nickel metal 
and cobalt metal in any other type of container which the Government may 
specify. The difference in cost of such containers, if any, as compared to the 
cost of the drums provided for in paragraph (e) of this Article VI shall be added 
to or subtracted from, as the case may be, the amount specified in such 
paragraph. 

(g) To each drum there shall be attached an aluminum alloy tag, size 3’’ x 5’’, 
embossed with %¢’’ characters disclosing the name of the product, its form, the 
Government contract number, gross and net weight, lot number, and the name of 
the Contractor. In addition, there shall be attached inside each drum a tag 
identical in size and composition embossed with %,’’ characters disclosing the 
name of the product, its form, the Government contract number, and the name 
of the Contractor. 

(h) All drums comprising a lot shall be of the same nominal size and shape. 


ARTICLE VII. WEIGHING, INSPECTION, SAMPLING, AND ANALYZING 


(a) Each lot of metal to be delivered hereunder shall, prior to delivery, be 
weighed and sampled by and at the expense of the Contractor, in a manner and 
under methods satisfactory to the Government. The Government may have a 
representative present at the time of such weighing and sampling. The Con- 
tractor’s weight certificate shall govern as to the weight of the lot, subject, 
however, to the right of the Government, at any time and at its expense, to have 
any and all lots weighed by a licensed weigher, whose result shall be final and 
binding on the parties hereto. 

(b) The sample shall be representative of the lot and shall be divided into 
three nearly equal parts, one for the Government, one for fhe Contractor, and 
one to be sealed and held for umpire purposes. The Contractor’s sample shall 
be analyzed at the Contractor’s expense, and a certificate of its analysis fur- 
nished to the Government prior to delivery of the lot. The Contractor’s cer- 
tificate of analysis shall govern unless the Government analyzes its sample. If 
the Government does analyze its sample and if its analysis indicates that, 
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notwithstanding the Contractor’s analysis, the lot should be rejected, the umpire 
sample shall be analyzed by an umpire satisfactory to both the Government 
and the Contractor. The results of the umpire analysis shall be final and 
binding on both parties hereto. The cost of the umpire analysis shall be borne 
by the losing party. 

(c) The Government may reject within sixty (60) days after delivery all 
lots tendered or delivered hereunder which do not conform to the requirements 
set forth in this Contract, and the Government shall be reimbursed by the 
Contractor for all direct costs incurred by the Government in connection with 
the rejected lot, including, but not limited to, the cost of weighing, inspection, 
sampling, analysis, transportation, handling, and disposition of the rejected lot. 
Rejected lots located at the Government’s point of destination shall be removed 
by the Contractor at Contractor’s expense within ninety (90) days following 
receipt of notice of rejection by the Government. 

(ad) The failure of any metal delivered under this Contract to meet the 
requirements set forth herein shall not be cause for rejection of any subsequent 
deliveries hereunder which meet such requirements. At the Government’s 
option, nickel metal delivered pursuant to paragraph (a) of Article III hereof 
shall be replaced by the Contractor within ninety (90) days of receipt by the 
Contractor of notice of rejection. Notice for replacement of rejected nickel 
metal shall be given to the Contractor by the Government within sixty (60) 
days following notice of rejection. 


ARTICLE VIII. DELIVERY AND STORAGE 


(a) The Contractor shall notify the Government at least fifteen (15) days 
in advance of the anticipated date of delivery to the Government of each lot of 
metal. Such notice shall be given by making application for shipping instruc- 
tions on forms supplied by the Government. Tenders and deliveries of each 
metal to the Government hereunder shall be made in quantities of not less than 
100,000 pounds. Metal shall be shipped to the Government only in accordance 
with shipping instructions furnished to the Contractor by the Government. 

(b) Deliveries of metal hereunder shall be f.o.b. common carrier’s conveyance, 
Contractor’s refinery, and title shall pass to the Government upon issuance 
of receipted bill of lading. In the event the Government shali fail to supply 
shipping instructions to the Contractor within fifteen (15) days after receipt 
by the Government of the Contractor’s application for such shipping instruc- 
tions, or if the Government so requests, the Contractor shall cause such metal 
to be adequately stored at its refinery pending delivery f. o. b. common carrier’s 
conveyance, and shall cause a storage certificate, in form satisfactory to the 
Government, to be issued therefor. Title to such metal shall thereupon pass to 
the Government, and such metal shall be considered as delivered to the Govern- 
ment for the purposes of this Contract. Reasonable charges for storage at the 
Yontractor’s refinery after the first sixty (60) days shall be for the Govern- 
ment’s account. Notwithstanding the foregoing, if after the first thirty (30) days 
adequate storage facilities are not available at the Conractor’s refinery such 
metal shall be stored elsewhere in accordance with sound commercial practice. 
Except for initial loading charges, cost of delivering the metal to such off the 
premise storage facilities and storage charges shall be for the Government’s 
account. 


ARTICLE IX. TERMINATION 


(a) The obligation of the Government to accept nickel metal and cobalt 
metal hereunder shall terminate upon the occurrence of any of the following 
events, whichever shall first oceur : 

(1) Thirty (30) days after production by the Contractor of 271,000,000 
pounds of saleable nickel metal at the facilities ; 

(2) June 30, 1965 ; 

(3) When the cash return realized by the Contractor and its corporate 
affiliates from the operation of the facilities reaches $98,129,000. The term 
“cash return” theans the sum of (1) net profits after taking into account all 
proper expenses and taxes (but before dividends and distributions of in- 
come or capital or amortization of debt and without charge in the form of 
royalties or otherwise for the ore or for exploration and development of 
ores not required for the production of 271,000,000 pounds of nickel metal) 
and (2) charges against operating income not entailing the outlay of cash, 
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such as depreciation, accelerated or development amortization, and deple- 
tion and other valuation reserves. The termination of the Government’s 
obligations on the basis of the realization of such cash return assumes that 
the Total of Capital Costs (as listed in Schedule I annexed hereto)’ will 
equal or exceed $106,840,000. In the event such Total of Capital Costs ac- 
crued as of June 30, 1960, or as of the close of the twelfth calendar month 
after the first month in which there shall have been produced 1,000,000 
pounds of saleable nickel metal, whichever date is the earlier, amounts to 
less than $106,840,000, such-a termination of the Government's obligations 
shall occur when such cash return reaches an amount equal to $98,129,000 
less 75% of the difference between $106,840,000 and the actual Total of 
Capital Costs accrued as of such earlier date. The determination of “cash 
return” and “Total of Capital Costs” shall be in accordance with sound 
accounting principles and practices and shall be made by independent certi- 
fied public accountants, and under an audit program, approved by the 
Government. 

(b) The obligation of the Contractor to sell nickel metal hereunder shall 

terminate on June 30, 1965. 
ARTICLE X. PAYMENT 


Payment for each lot of metal delivered to and accepted by the Government 
hereunder shall be made promptly by the Government upon presentation by the 
Contractor of an invoice satisfactory to the Government, accompanied by such 
other documents as may reasonably be required by the Government. 


ARTICLE XI. REPORTS, BOOKS AND RECORDS 


(a) The Contractor shall furnish the Government quarterly with copies of its 
current financial statements, and such other reports as the Government may 
reasonably require concerning : 

1. The progress and cost of the construction of the facilities ; 

2. The production and disposition of nickel and cobalt metal hereunder ; 
and 

3. The actual operating costs of the facilities. 


(b) These reports shall be at least in such detail as is necessary to indicate 
the accumulation of the Contractor’s cash return as defined in Article IX 
hereof. Reports as of the close of the Contractor’s fiscal year shall be certified 
by independent certified public accountants. The Contractor shall maintain 
separate books and records covering the operation of the Facilities. 


ARTICLE XII. FORCE MAJEURE 


If the performance of any part of this Contract by the Contractor is pre- 
vented, hindered or delayed by reason of any cause or causes beyond the con- 
trol of the Contractor (including but not limited to acts of God, strikes or 
other labor difficulties, fire, storm, sabotage, acts of war, insurrection or riot, 
unavaliability of materials or equipment, or by reason of any law, order, 
proclamation, regulation, ordinance or instruction of any government, federal, 
state, local or foreign, having or claiming to have jurisdiction), and which 
cannot be overcome by due diligence, then the Contractor shall be excused from 
such performance during the continuance of any such happenings or events 
and the time for such performancce shall be correspondingly extended ; provided, 
however, that nothing herein shall be construed to extend the Government’s ob- 
ligation to accept nickel metal and cobalt metal beyond June 30, 1965. To be- 
come operative, the Contractor shall give to the Government, within thirty (30) 
days after the occurrence of each such happening or event, written notice 
thereof, together with a statement setting forth in detail the nature of the 
happening or event, and upon the conclusion of such happening or event, shall 
notify the Government in writing of such conclusion within thirty (30) days. 


ARTICLE XIII. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT 


(a) The Contractor agrees to report to the Government, promptly and in rea- 
sonable written detail, each claim of patent infringement based on the perform- 
ance of this Contract and asserted against it, or against any affiliated com- 
pany performing any of the obligations of the Contractor hereunder, or against 
any of their subcontractors if they have notice thereof. 
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(b) In the event of litigation against the Government on account of any claim 
of infringement arising out of the performance of this Contract or out of the use 
of any supplies furnished or construction work performed hereunder, the 
Contractor agrees that it will furnish to the Government, upon request, all 
evidence and information in its possession pertaining to the defense of such liti- 
gation. Such information shall be furnished at the expense of the Govern- 
ment except in those cases in which the Contractor has agreed to indemnify 
the Government against the claim being asserted, in which case the information 
shall be furnished at the expense of the Contractor. 


ARTICLE XIV. PATENT INDEMNITY 


Contractor agrees to indemnify the Government against liability, including 
court costs and expenses, for infringement upon any Letters Patent of the United 
States (except Letters Patent issued upon an application which is now or may 
hereafter be, for reasons of national security, ordered by the Government to be 
kept secret or otherwise withheld from issue) arising out of the performance of 
this Contract or out of the use, manufacture, or disposal by or for the account 
of the Government of supplies furnished or work performed hereunder or out of 
unauthorized disclosure of technical information relative to such use, manufac- 
ture or disposal. The foregoing indemnity shall not apply (a) unless Contractor 
shall have been informed as soon as practical by the Government of the suit or 
action alleging such infringement, and shall have been given an opportunity to 
present recommendations as to the defense thereof; (b) if the Government enters 
into any agreement in settlement of such infringement, claim or action without 
the consent of Contractor, unless required by final decree of a court of competent 
jurisdiction, or (c) to work performed outside the scope of this Contract. 


ARTICLE XV. DEFAULT 


Notwithstanding any other provision of this Contract, the Government may, by 
notice in writing to the Contractor, cancel this Contract or any part thereof at 
any time, without payment of damages or penalty of any kind for such cancella- 
tion, in the event (a) a receiver, liquidator or trustee is appointed for the Con- 
tractor or its property, or the Contractor makes an assignment for the benefit of 
creditors, or the Contractor becomes insolvent, or a petition is filed by or against 
the Contractor pursuant to any of the provisions of the United States Bank- 
ruptey Act, as amended, for the purpose of adjudicating the Contractor a bank- 
rupt, or for the reorganization of the Contractor, or for the purpose of effecting 
a composition or rearrangement with the Contractor’s creditors, and such re- 
ceiver, liquidator, or trustees is not discharged or any such petition filed against 
the Contractor is not dismissed within sixty (60) days, (b) of the liquidation or 
dissolution of the Contractor, whether voluntary or involuntary, (c) of default 
by the Contractor in the performance of any of the terms, conditions or covenants 
of this Contract or any supplement thereto, including without limitation failure 
by the Contractor to sell nickel metal to the Government as provided under Article 
III(a) hereof, and of failure of the Contractor to cure the default within sixty 
(60) days of written notice of such default which notice shall be given to the 
Contractor by the Government, (d) of the determination by the Government that 
the Contractor obtained this Contract for the purpose of speculation. 


ARTICLE XVI. ASSIGNMENT 


(a) The Contractor shall not, without the prior written consent of the Govern- 
ment, sell, assign, or pledge this Contract or any of its rights, powers, privileges, 
duties or obligations thereunder; provided, however, that any moneys due or to 
become due under this Contract, but not including any advances made or to be 
made hereunder, may be assigned by the Contractor to a bank, trust company or 
other financing institution, including any Federal lending agency, pursuant to and 
in accordance with the Assignment of Claims Act of 1940, as amended (31 U. S. 
Code 203, 41 U. S. Code 15). 

(b) All or any part of the obligations of the Contractor under this Contract 
may be performed by and in the name of any subsidiary company or companies 
owned or controlled by the Contractor, provided that the Contractor will remain 
liable for the performance of all such obligations. 

(c) All rights, powers, privileges, duties or obligations under this Contract shall 
inure to any successor or successors of the General Services Administration or 
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any branch or agency of the Government to which the General Services Admin- 


istration shall hereafter deleggte or assign his authority to act for the Govern- 
ment hereunder. 


ARTICLE XVII. COMPLIANCE WITH APPLICABLE LAWS 


In the performance of this Contract, the Contractor shall comply with and give 
all stipulations and representations required by any applicable federal, state, 
municipal or local law, or Executive Order, or any applicable rules, orders, regula- 
tions, or requirements of any government department or bureau, but noth- 
ing herein contained shall be considered as preventing the Contractor from con- 
testing in good faith the validity of such law, rule, order, regulation, or require- 
ment or any charge that the Contratcor has not complied therewith. 


ARTICLE XVIII. WALSH-HEALEY ACT 


With respect to those portions of this Contract to be performed in the United 
States there are hereby incorporated by reference all representations and stipu- 
lations required by the Walsh-Healey Public Contracts Act, as amended (41 
U. S. Code 35-45), and regulations issued thereunder by the Secretary of Labor, 
such representations and stipulations being subject to all applicable rulings and 
interpretations of the Secretary of Labor which are now or may hereafter be 
in effect. 

ARTICLE XIX. NONDISCRIMINATION IN EMPLOYMENT 


(a) In connection with the performance of work under this Contract, the 
Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, religion, color, or national origin. The aforesaid 
provision shall include, but not be limited to, the following: Employment, up- 
grading, demotion, or transfer; recruitment or recruitment advertising; layoff 
or termination; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter in 
conspicuous places, available for employes and applicants for employment, notices 
to be provided by the Government setting forth the provisions of the nondiscrimi- 
nation clause. ‘ 

(b) The Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 

(c) This article shall not apply to the performance of work outside the 
United States, its territories and possessions where no recruitment of workers 
within the limits of the United States, its territories or possessions is involved. 


ARTICLE XX. CONTINGENT FEES 


The Contractor warrants that no person or selling agency has been employed 
or retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained by 
the Contractor for the purpose of securing business. For breach or violation 
of this warranty, the Government shall have the right to annul this Contract 
without liability or in its discretion to deduct from the Contract price or consid- 
Ses the full amount of such commission, percentage, brokerage, or contingent 
ee. 

ARTICLE XXI. INTEREST OF MEMBER OF CONGRESS 


No member of or delegate to Congress, or resident commissioner, shall be 
admitted to any share or part of this Contract, or to any benefit that may arise 
therefrom ; but this provision shall not be construed to extend to this Contract 
if made with a corporation for its general benefit. 


ARTICLE XXII. ACCESS TO BOOKS AND RECORDS 


(a) The Contractor agrees that the Government or any of its duly authorized 
representatives shall, while the Contract is in effect, and for a period of three 
(3) years thereafter, have access to and the right: to examine any pertinent books, 
documents, papers, and records of the Contractor, or of any affiliated company 
performing any of the obligations of the Contractor hereunder, involving trans- 
actions related to this Contract. 
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(b) The Contractor further agrees to include the following provision, with 
appropriate insertions, in all of its subcontracts (herein defined as any agreement 
with another party providing for construction, improvements, or other work 
called for by this Contract, whether or not that purpose is so specified in the 
agreement) hereunder : 

“(Name of Subcontractor agrees that the Government or any of its 
duly authorized representatives shall, until the expiration of three years 
after final payment under Prime Contract No. DMP-134 between the United 
States of America and Cuban American Nickel Company, have access to 
and the right to examine any pertinent books, documents, papers and records 
of (Name of Subcontractor) involving transactions related to this Contract.” 

(c) The term subcontract as used herein excludes (1) purchase orders not ex- 
ceeding $1,000.00, and (2) subcontracts or purchase orders for public utility 
service at rates established for uniform applicability to the general public. 


ARTICLE XXIII. NONWAIVER 


The failure of either the Contractor or the Government to insist in any one 
er more instances upon the performance of any of the terms, covenants or condi- 
tions oft his Contract, shall not be construed as a waiver or relinquishment of 
the future performance of any such term, covenant, or condition by the other 
party hereto, but the obligation of such other party with respect to such future 
performance shall continue in full force and effect. 


ARTICLE XXIV. MODIFICATIONS 


No oral statement of any person shall modify or otherwise affect the terms, 
conditions, or specifications of this Contract. 


ARTICLE XXV. ADDRESSES 


Unless otherwise specified : 

(a) Notices by the Government to the Contractor provided for in this Contract 
shall be addressed to: Cuban American Nickel Company, 161 East 42nd Street, 
New York 17, New York. 

(b) Notices by the Contractor to the Government shall be addressed to: De- 
fense Materials Service, General Services Administration, 7th & D Streets SW., 
Washington 25, D. C., or such other address as either party for itself may specify 
to the other in writing. 


ARTICLE XXVI. LETTER AGREEMENT 


This Contract supersedes and replaces the Letter Agreement of March 8, 1957, 
between the parties hereto. 
In witness whereof, the parties hereto have caused this document to be duly 
executed as of the 19th day of July, 1957. 
UNITED STATES OF AMERICA, 
By E. H. WEAVER, 
Commissioner, Defense Materials Service, General Services 


Administration. 
CUBAN AMERICAN NICKEL COMPANY, 
By L. W. WitiaMs, President. 
Attest: 
[CORPORATE SEAL] By T. E. Correr, 


Assistant Secretary. 


For and in consideration of the United States of America and Cuban American 
Nickel Company entering into Contract No. DMP-134, Freeport Sulphur Com- 
pany represents and agrees that: 

1. Cuban American Nickel Company is a wholly-owned subsidiary of Freeport 
Sulphur Company ; 

2. Freeport Sulphur Company will retain, until June 30, 1965, ownership and 
control over not less than seventy-five percent (75%), on the basis of voting 
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rights and of rights to share in the corporation assets in the event of dissolution, 
of the outstanding capital stock of Cuban American Nickel Company. 
FREEPORT SULPHUR COMPANY, 
By L. W. WILLIAMs, 


Chairman of the Board of Directors and President. 
Attest: 


[CORPORATE SEAL] By T. EB. Correr, 


Assistant Secretary. 
Dated: July 17, 1957. 


Schedule I to Contract No. DMP-134 with Cuban American Nickel Co. 
Cost of construction (from estimate dated Sept. 7, 1956) : 


COU ee he er ee ete ee ng eee ee ae, eas $52, 000, 000 

Delite Sestetli: i i diet a SS BIE eee see 24, 000,000 

ck ee il ata il aia i iat a a Ee, 76, 000, 000 
Allowance for initial revisions, startup expenses, inflation and con- 

CONN C  ee ee k ee See a eee 19, 000, 000 

UC acini bis ese Uh jah ci enc Res ii Rie bl weighed 95, 000, 000 

Costs transferable from Freeport Sulphur Co_.________.---------_- 1, 300, 000 


Interest expense and financing costs prior to commencing production. 8, 040, 000 
Organizational and development costs prior to commencing production 2,500,000 


Total ef capital CastQesccuccat ji cs reed es aeeccilc 106, 840, 000 


DIRECTIVE FOR MAKING CONTRACT 


Mr. Tuomas. Who makes that contract, Office of Defense Mobiliza- 
tion, or GSA ? 

Mr. Frorre. We make it. 

Mr. Tuomas. You make it by virtue of what? 

Mr. Froere. Of a directive of ODM. 

Mr. Yates. Did the White House direct ODM? 

Mr. Frorre. I have no knowledge of that. 

Mr. Mitts. ODM, based upon strategic determinations by the Na- 
tional Security Council, the Department of Defense, and the State 
Department, and upon supply-demand determinations by other major 
departments of Government, sets stockpile objectives and establishes 
defense materials policies and purchase programs. 

Mr. Yates. You are talking about the National Security Council 
now ? 

Mr. Mitts. Yes, sir; with respect to strategic determinations. 

Mr. Yares. Does the National Security Council by directive direct 
ODM to enter into a contract like that? 

Mr. Mitts. They don’t direct ODM but they indicate what the 
national defense needs may be. ODM implements that by specific 
policy directives to us. 

Mr. Tuomas. That sounds nice in words and on paper, but it doesn’t 
work that way. We have worked with both of these agencies in this 
committee for years and years. 

Of course the brain trusters are over in ODM. They are the 
planners, et cetera. 

FUTURE PRICE OF NICKEL 


Mr. Mitts. Mr. Chairman, could I say just one thing: 

In all this discussion we are speculating, of course, as to what the 
price of nickel will be 21%4 years from now when the Freeport plant 
comes into production. 
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Mr. Tuomas. That is a monopoly. It will be what 2 or 3 people 
want it to be. 

Mr. Mitrs. That is correct. 

Mr. Tuomas. When you say we are making at Nicaro X dollars 
profit a year, that is eyewash. You set the price. You can either 
show a profit or loss by the market value of the product produced 
in the plant. Two or three people will control that price. 

Mr. Miuxs If those 2 or 3 people—— 

Mr. Tuomas. I mean worldwide. 

Mr. Mus. That is correct, but if those 2 or 3 people see that the 
price of nickel is above 74 cents 214 years from now, when we start 
getting production from the Freeport plant, then it won’t cost the 

overnment a red cent. 

Mr. Yates. I will wager at that time these people will come to the 
Government and say to the Government “Look, this is an unfair deal. 
We can’t do business with you,” and the Government will raise the 

rice. 

Mr. Mitxs. The Government will raise the price ? 

Mr. Yates. Yes; the Government will raise the price. This has 
happened in the past where contractors have come in and stated they 
couldn’t deliver for the price. The Government has raised the price, 
has it not? 

Mr. Mirzs. I don’t think under Mr. Floete’s administration that 
has ever happened. 

Mr. Fiorere. We are making every effort now to hold the Govern- 
ment’s liability to a minimum. We have some 45 contracts of this 
nature made under this authority—the Defense Production Act. 
We are examining every one of them right now, and we are negotiat- 
ing with the people involved in an attempt to get some relief for the 
Government. 

Mr. Tuomas. Freeport has held up the taxpayers. 

Mr. Fiorre. We have had some success. We are negotiating the 
other way for protection of the Government. 

Mr. Yates. Wouldn’t you say you rewarded Freeport with a pretty 
juicy contract in the face of a most uncooperative attitude on its part? 

Mr. Fiorre. It was the best contract we could make. 

Mr. Yates. Because you only had one person to negotiate with? 

Mr. Froere. That is essentially true. 

Mr. Yates. You had only one person to negotiate with because ODM 
limited you one person? 

Mr. Fiorre. It was very tough. We gave it all we had. Every 
one here was in on it. 

Mr. Yates. What other type contracts like this have you entered 
itno with other companies ? 

Mr. Frorre. None. These are all old contracts made 5 or 6 years 
ago. 

Mr. Yates. You don’t have any contracts for other metals? 

Mr. Miius. May I say this: When we started these negotiations in 
October 1956 the offer from Freeport was 90 cents per pound for 
nickel, and $2.60 for cobalt. 

Mr. Yares. I remember in the negotiations somewhere along the 
line a dollar figure was involved. Was this by Bethlehem Steel? 
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« Mr. Mrs. I don’t recall the dollar figure in these negotiations, ex- 
cept for the $1.25 premium price per pound for nickel, requested 
by Bethlehem. 

Mr. Tuomas. Mr. Clerk, when we go into this “Strategic and critical 
material item,” we want somebody from ODM. We would like to 
have Mr. Gordon Gray come along with him. We would like to see 
what the policy of ODM is with reference to stockpiling in the future. 
We would like to go into this contract. 

Ask Mr. Gray, if his time permits, to come along with some of his 
technical people so we can go into this. 

Mr. Frorre. Mr. Chairman, I talked to Mr. Gray aan . Could, 
you set it up for tomorrow afternoon? He can’t be here ursday’ 
mo ; 

Mr. Tuomas. We will set it up whenever it is convenient for him. 

Mr. Fioerr. Tomorrow afternoon is all right if that is all right 
with you. 

Mr. Tuomas. I don’t know whether we will reach it by tomorrow 
afternoon. When will he be back in town? 

Mr. Ftoere. He is tied up in a National Security Council meeting 
Thursday morning. He would be able to come Thursday afternoon. 


PRICE TO BE PAID FOR NICKEL UNDER THE CONTRACT 


Mr. Tuomas. We will work out some time for him. I recall dis- 
cussing this matter with the Administrator, Mr. Floete, about the 
Nicaro plant, and the royalty that they were paying to Freeport 
Sulphur Co. We discussed this 2 or 3 times. I certainly was of 
the opinion, and I got the impression, that the Administrator was 
of the opinion that Freeport was charging the Government an 
ae price on the ore that they were selling to the Government 
in Cuba. 

At the time I suggested to the Administrator that he try to get 
a little help from our State Department in dealing with Freeport 
Sulphur, since they were so adamant in holding the Government to a 
wartime contract, and shaking them by the heels. 

Did you ever contact the State Department? 

Freeport is down there at sufferance, operating in Cuba at a suf- 
ferance to the Cuban Government. We ought to expect a little help 
from our State Department in some of these matters. 

Mr. Froere. I can’t see, Mr. Chairman, just what good they could 
do us. 

Mr. Tuomas. Certainly you ought to try. Freeport Sulphur is an 
American corporation, operating in the Republic of Cuba. 

Mr. Fioere. They were made with the Cuban Government. 

Mr. Tuomas. The Cuban Government certainly ought to favor the 
Government of the United States over a private corporation doing 
business there. Did you ever contact our State Department to see 
if they could give you any help? 

Mr. Fuoete. I don’t think I did because I don’t yet see how they 
could. 


Mr. Tuomas. Why not try? They might be able to produce a 
miracle for you. 


Mr. Yates. How long do your contracts with Freeport Sulphur 
run for the supply of ore? 
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Mr. Fiorrr. Twenty years from inception. 

Mr. Yares. When was that ? 

Mr. Frorre. 1947. They have got about 10 years to run. We can 
cancel them on 6 months’ notice. 

Mr. Yates. But you have to pay a penalty ? 

Mr. Froere. No penalty. 

Mr. Yares. Don’t you have enough ore deposits in the name of the 
Government down there? 

Mr. Fiorre. We don’t actually have enough yet. The Government 
has bought what is the equivalent of about 30 million tons of ore. We 
are completing right now a railroad into that ore. We then intend 
to start using some of our own ore. 

Mr. Yates. The windup of this whole thing will be that you will 
probably sell the Nicaro plant to Freeport Sulphur ? 

Mr. Froere. If they are the best bidder. 

Mr. Yates. So you will have a new monopoly in the field ¢ 

Mr. Froere. It might be. 

Mr. Yates. What has happened to your negotiations on Nicaro? 

Mr. Fiorre. We have three problems: (1), this same ore contract, 
because all other people think it is a very onerous contract. It is 
about $1.70 a ton. We have been trying hard to do something on 
that. 

Mr. Tuomas. How much of that does Freeport get ? 

Mr. Fxoete. They get $1.70 a ton. 

Mr. Tomas. Do you know what their original purchase price to 
the Cuban Government was per acre? 

Mr. Froere. A very small fraction. 

Mr. Tuomas. Was it any more than $2 an acre, or was it that much? 

Mr. Froere. I don’t know by the acre. The ore body that we 
bought costs us about 8 or 10 cents per ton. 

Mr. Yates. Ten cents a ton. What do you pay Freeport? $1.70 
a yard ? 

Mr. Froere. A ton. 

as Tuomas. What did Freeport pay for it to the Government of 
Cuba ? 

Mr. Meptry. We can’t find out. 

Mr. Tuomas. Did you ask the State Department ? 

Mr. Mepitry. We haven’t found out yet. 

Mr. Froere. I feel very strongly hens that contract and certainly 
have done all we can, and we are not through yet. 

Mr. THomas. You are to be commended, and more power to you. 
If you need a little help I think the Congress can give you some. This 
committee will give you some. 


POSSIBILITY OF PURCHASING ORE FROM BETHLEHEM 


Mr. Frorre. Bethlehem is sitting right next—I suppose this all 
goes in the record 

Mr. Yates. It should go in the record. 

Mr. Fioere. Bethlehem’s ore deposit is very close to Nicaro. We 
could buy their ore at a very, very much reduced price. 

Mr. Yates. Why don’t you, then ? 

Mr. Froere. It takesa lotofmoney. Weareexploring it. Wehave 
got people down there examining. 
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Mr. Tuomas. I will suggest to you, Mr. Administrator, that you 
contact our State Department and see if they can’t help you. 

Mr. Yates. They should examine this deal they are talking about. 
You mentioned the fact that Bethlehem has a substantial deposit 
down there for which you are ne phiating. You said it would cost a 
lot of money. Whatdo you mean by that’ 

Mr. Fioete. $18 million. 

Mr. Yates. For what? 

Mr. Fioere. That is one of the problems. We don’t know whether 
it’s for 30 million tons, or 60 million tons, or 100 million tons. We 
have sent people down there to explore the ore body and try and give 
us a figure of what ore is actually there. We don’t want to buy a pig 
in a poke. The price is firm, $18 million, but we don’t know what we 

t for it yet. We are getting very close to where we will have the 
information. Then we had an admonition a year or year and a half 
ago from the House Government Operations Committee not to spend 
any more money on Nicaro. This would be $18 million more we would 
be spending, plus railroads we would have to build in to it. 

Mr. Yates. Did the committee issue a formal report telling you not 
to spend any more money in Nicaro? 

Mr. Fuorre. Yes. 

Mr. Yates. Why? 


EXPANSION OF FACILITIES AT NICARO 


Mr. Fiorre. Because they thought too much money had been spent 
before. The plant was expanded. That had started before the time 
of this hearing. That expansion is now complete. It cost the Gov- 
ernment about $36 million, which fortunately is $7 million less than 
anticipated, but nevertheless $36 million. 

Mr. Tuomas, It is completed now ? 

Mr. Froere. Oh, yes; in operation. 

Mr. Tuomas. About a year? 

Mr. Forres. The plant started March 8 last year, at the new capacity 
of 50 million pounds a year. 

Mr. Yates. How does your new capacity compare with the capaci- 
ties of others who produce nickel ? 

Mr. Froere. It is the second largest plant outside of the Iron 
Curtain. International Nickel is the biggest. 

Mr. THomas. How much did we spend on that plant in Canada, 
$50 million ? 

Mr. Fioere. We didn’t pay anything for that. 

Mr. Tuomas. Yes. Defense Mobilization people spent several mil- 
lion dollars in 1950, if my memory serves me correctly, out of that 
Treasury authorization fora plant in Canada. 


FALCONBRIDGE CONTRACT 


Don’t you get some nickel from Canada ? 

Mr. Frorre. Sure, from Falconbridge. We are paying about $1.15 
a pound at Falconbridge right now. 
Mr. Yares. I would be interested in knowing about contracts like 
that. 

Mr. Tuomas. What did we put in Falconbridge? 
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Mr. Froere. It was $6 million. 

Mr. Tuomas. Only six? 

Mr. Froerre. Yes. 

Mr. Txomas. We agreed to buy so much nickel, to the tune of $6 
tillion, if they would use their own money, didn’t we? 

Mr. Froere. That is right. Weare still paying it. 

Mr. Tuomas. What is the difference, then? e have not breached 
ourcontract. What are we paying a pound for it? 

Mr. Froere. Up to $1.15. 

Mr. Jonas. How long does that contract run? 

Mr. Forte. Too long. 

Mr. Jonas. How long is that? 

Mr. Yates. You should put those charts in the record. 

Mr. Froere. Here is a very interesting story. 

Mr. Jonas. Read it into the record. 

Mr. Vursewx. Before you do that, may I inquire what year that con- 
tract was formulated ? 

Mr. Tuomas. 1950 or 1951. TI don’t remember exactly. 

Mr. Yates. At the time of the Korean war. 

Mr. Froere. The 1 with Falconbridge was made, 1 of them in 
1952 and 1in 1953. They run out in 1961 and 1962. 

The 1 with Inco, we have only got 1 left with Inco. 


TOTAL LIABILITY UNDER THE CONTRACT 


Mr. Tuomas. What is the total liability to United States taxpayers 
for Falconbridge? 

Mr. Froere. The remainin 

Mr. Tuomas. No; the total 
$60 million ? 

Mr. Fioere. Fifty million pounds firm, plus 25 million pounds com- 
mitment on one contract. The other contract was a hundred million 
pounds firm, plus a commitment for 50 million pounds. 

Mr. Yates. What is this deal with Hannah Nickel Co. ? 

Mr. Tuomas. That is another one. This is a Treasury author- 
ization. 

Mr. Fioere. Two hundred and twenty-five million. 

Mr. Tuomas. At Falconbridge? 

Mr. Fiorre. For the two Falconbridge contracts. 

Mr. Tuomas. We have put up how much cash? 

Mr. Fiorre. We put up $6 million. We made an advance to them 
of $6 million. 

Mr. Tromas. I don’t know why we would give them $6 million if 
you have a total liability of $225 million. 

Mr. Fioere. It is much reduced now. 

Mr. Tuomas. In 1950, when this program started, I remember they 
came to the committee and indicated they wanted to use about $50 
million of that contract authorization. In fact, the justifications set 
out $50 million. 


? 
to start with. Was it $50 million or 


PRICE OF NICKEL UNDER THE CONTRACT 


Mr. Yates. What was the price of nickel at the time the contract 
was negotiated ? 

Mr. Frorre. At Falconbridge? 

Mr. Yates. Yes. 
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Mr. Frorrr. It was about 56 cents a pound at the time the first 
contract was executed. 

Mr. Yares. 56 cents, and the Government signed up to pay $1.25! 

Mr. Frorre. Well, it is a rising scale, you see. Right as of now 
it is $1.14. 

Mr. Yates. What was the price that was included in that contract, 
or that was established by the contract ? 

Mr. Fioere. It was an escalated price. 

Mr. Meptey. I think it was about $1 escalated from that date for- 
ward. 

Mr. Tuomas. What was the world-merket price at the time the con- 
tract was signed ? 

Mr. Fiorre. 561% cents a pound. 

Mr. Yates. Could you get nickel for 561% cents at that time ? 

Mr. Froere. It was in short supply. 

Mr. Tomas. What was the justification for an escalation price in 
the contract ? 

Mr. Mepiey. Expanding capacity. 

Mr. Voursexi. I didn’t get the answer. 

Mr. Meptey. Expanding the annual capacity for production of 
nickel. 

Mr. Fiorre. That runs through all of these. There is a whole list. 
They are all incentive-type contracts. 


FREEPORT CONTRACT 
EXPANDED INCENTIVE TYPE OF CONTRACT 


Mr. Yares. In view of your experience, why did ODM insist on an 
expanded incentive-type contract here with Freeport Sulphur? 

Mr. Frioere. Because they believed the supply of nickel was inade- 
quate and that it was very important that we get additional capacity. 

Mr. Yates. They could have gotten that through a Government loan 
or Government guaranty without an incentive-type contract, which 
would have been cheaper for the Government, wouldn’t it? 

Mr. Fiorre. We recommend it. 

Mr. Jonas. Does this incentive-type contract run throughout ODM 
operations? Isthat the type contract they have always insisted upon ? 

Mr. Fiorrr. This Freeport contract is the only one I have had any- 
thing to do with except on the other end trying to get out of it. 

Mr. Jonas. You have them before you. Are they all based on 
incentive ? 

Mr. Froere. Generally that is true. Some of them are at market, 
some of them are way above market. 

Mr. Jonas. I think we ought to ask ODM the basis on which they 
prefer that type of contract, instead of these people. 

Mr. Mrs. I think in addition ODM was interested in another 
source of nickel supply, other than the Canadian area under the 
Canadian monopoly. 

Mr. Yates. You didn’t have a Nicaro operation at that time, did 
you? 

Mr. Mitas. Yes. 

Mr. Tuomas. Nicaro has been in operation 5 years. 

Mr. Yates. This was back.in 1950. 


22311—58—pt. 2-3 








32 


PRICE OF CANADIAN NICKEL AT TIME OF CONTRACT 


Mr. Vurseut. What were they paying Canada for nickel at the time 
ODM went in to this deal down in Cuba 

Mr. Fiorre. Seventy-four cents. 

Mr. Vurseii. They are paying how much now? 

Mr. Mitts. Nothing yet. 

Mr. Voursett. Was there any increase ? 

Mr. Mitxs. The price is the same now—74 cents. 

Mr. Vurseti. What do we pay the Cuban plant, so to speak? How 
much is that a pound ? 

Mr. Fioerre. I didn’t get the question. 

Mr. Vursett, What do they pay for the ore at Freeport plant ? 

Mr. Fuorre. What is the contract ? 

Mr. Vurseiz. Yes. 

Mr. Fiorre. Seventy-four cents, the present market price. 

Mr. Vorse.t. In other words they made a contract in Cuba at some- 
thing like the same price that they were then buying nickel from their 
contracts in Canada, is that right? 

Mr. Frorre. That is the market. It is pretty much established by 
1 or 2 sources, 74 cents. 

That is the price in this contract. 

Mr. Mus. I don’t think the record is quite clear on one thing, if 
I may add this: 

The original Freeport proposal would have involved the Govern- 
ment in a fixed obligation to purchase nickel at 90 cents a pound. The 
ultimate contract was a contingent liability to “put” nickel to the 
Government at 74 cents a pound. There is a vast difference between 
the two—a fixed obligation at 90 cents a pound versus a contingent 
liability at 74 cents a pound, which, depending on the fluctuations in 
the nickel market, may or may not involve the Government in any 
expense. 

COMPARISON OF BETHLEHEM AND FREEPORT PROPOSALS 


Mr. Yates. The fact remains, as has been explained here this morn- 
ing, the Bethlehem contract would have been a better one for. the 
Government, a much more economical one for the Government. I 
think you are to be congratulated for knocking the price down from 
90 cents to 74 cents, but ODM really tied your hands by requiring you 
tonegotiate with only onecontractor. Isn’t that right? 

Mr. Mus. Under the incentive plan, that is correct. GSA there- 
after invited Bethlehem to submit an incentive price proposal, but 
the price was $1.25 per pound for nickel, with escalation. 

Mr. Yares. So then you had to make the best deal that was possible 
with Freeport Sulphur. You had nobody else that you could negotiate 
with. You had to make a deal. ODM said “Go out and do some- 
thing,” so you had to go out and do something. Therefore you had 
to enter into a contract with somebody. Isn’t that correct ? 

Mr. Mus. That is right, provided a reasonable incentive price 
contract could be negotiated. 

Mr. Yates. That somebody had to be Freeport Sulphur because 
nobody else would sign an incentive-type contract, is that correct? 

Mr. Mirus. That is correct in view of the excessive premium de- 
manded by Bethlehem. 
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Mr. Fiorre. Bethlehem would not? 

Mr. Tuomas. Did the ODM suggest to you that you submit this 
matter to any of the various committees of the Congress that may be 
interested in this, or did they make you any PAB HOO, or tell you not 
to submit it or to submit it? What did they do’ 

Mr. Forres. It was never discussed. I was never told not to or to. 
You understand Mr. Gray was not Director of ODM at the time this 
contract was signed. Mr. Fleming was. 

Mr. Jonas. I don’t quite understand the responses to Mr. Yates’ 
last questions, The way he asked the question and the way you re- 
sponded leaves the impression that ODM forced you to make a type 
of contract with the one company. That happens to be true in the end 
result because in your negotiations with Bethlehem, that. company 
refused to entertain an incentive type contract, but if Bethlehem had 
been willing to negotiate on an incentive type contract you could have 
negotiated with the two of them. Is that not true? 

Mr. Mus. That is right. 

Mr. Jonas. The only reason you were left with only Freeport to 
deal with, is because Bethlehem refused to consider an incentive type 
contract, and Freeport was willing to do so, is that correct ? 

Mr. Mitts. That is correct, except, as I have said, we approached 
Bethlehem as to their interest in making another proposal, based on 
the incentive price plan, and for their own reasons they were not inter- 
ested except at an excessive premium price of $1.25 per pound. 

Mr. Yates. Did you offer them tax-amortization certificates ? 

Mr. Murs. I believe they would have been available to them. GSA 
does not issue such certificates. 

Mr. Frorre. Yes, under the same plan that Freeport got. 

Mr. Yates. Was the same proposal that you gave to Freeport given 
to Bethlehem ? 

Mr. Mitts. We naturally couldn’t divulge one company’s offer versus 
another company’s offer, but we invited Bethlehem to reopen negotia- 
tions with us under the incentive-type plan. 

Mr. Yates. Were they advised that they could obtain tax-amortiza- 
tion benefits of the same type that were finally given to Freeport 
Sulphur ? 

Mr. Mitts. That wouldn’t be within our prerogative. 

Mr. Yates. Whose prerogative would that be within, ODM? Is 
this a question that should be asked of ODM rather than you? 


Mr. Mirus. Yes. ODM has the authority to issue tax-amortization 
certificates. 


MEANING OF AN INCENTIVE TYPE OF CONTRACT 


Mr. Yates. What is an incentive-type contract? Maybe that is the 
stumbling block. 

Mr. Mirus. It is one in which the price of the product may be above 
the market in order to attract people to expand their facilities. 

As I have said, in this case there were a number of reasons, in addi- 
tion to the then shortage of nickel, why these facilities were expanded. 
One tom te then source of output from Cuba versus the monopoly 
in Canada. 

Mr. Yates. What time are you talking about? 


Mr. Frorrs. The time this contract was negotiated. 
Mr. Yates. Last year? 
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Mr. Froere. During the fall of 1956 and in 1957. The negotiations 
ran over 4 or 5 months. 

Mr. Tuomas. The difference between an incentive and nonincentive 
type contract is in one case the investor furnishes his own capital, and 
in the other the Government furnishes it, is it not? 

Mr. Meptey. The aluminum contracts are a good example of 
incentive-type contracts, where we put provisions in the contract 
which gives the companies the incentive to expand the facilities or 
build the facilities with their own capital. Now in most cases—— 

Mr. Tuomas. And you guarantee, through the price, to let them 
amortize the capital investment ? 

Mr. Meptey. If they can’t sell it on the market to sell it to the 
Government at a stated price. 

Mr. Tuomas. Is that an incentive-type contract ? 


TYPE OF CONTRACT WITH BETHLEHEM STEEL 


Mr. Tuomas. What is the other type? 
Mr. Meptey. The other type would be, as in the case of Bethlehem, 
where there would be no supply contract, but through other arrange- 
ments—either through rapid tax amortization or, rapid tax amortiza- 
tion anda guaranteed loan, or rapid tax amortization and a direct. loan. 
We would loan them the money for the facilities and they would take 
their chances on disposing of the mater ial by which they would receive 
income to pay back the loan, whether it is a guaranteed or direct loan. 

Mr. Tuomas. What proposition did you attempt to work out with 
Bethlehem ? 

Mr. Yates. They wanted a loan, as I understand it. 

Mr. Tuomas. They wanted a loan? 

Mr. Fiorre. That is right. 

Mr. Tuomas. They would sign a not for the money? Then they 
would take their chances in paying it back? Is that what it was? 

Mr. Friorre. That was it, only it would not have been Bethlehem 
Steel Corp. It would have been a subsidiary which they formed and 
owned. 

Mr. Tuomas. Would the Government obligate itself under those 
circumstances to buy the output of the plant at a certain price? 

Mr. Fioere. We had no obligation. 

Mr. Tomas. What security did you have for the loan ? 

Mr. Frorre. They would have put approximately $15 million into 
the company, the subsidiary, as capital. The rest of the money would 
be supplied ‘by the Government to build the facilities. 

Mr. Tuomas. It was outside the jurisdiction of the United States. 
If the United States had a lien on the property, the lien wasn’t en- 
forcible in its own courts. 

Mr. Frorre. Bethlehem would not have guaranteed the loan. 

Mr. Mepiey. In other words, their general credit was not behind it. 

Mr. Froere. That is right. 

Mr. Tuomas. How does that differentiate from the contract you 
finally made with Freeport ? 

Mr. Fiorre. We made a completely different contract. We supplied 
them with a guaranteed market at 74 cents for 271 million pounds. 

Mr. Tomas. It is outside the j jurisdiction of the United States Gov- 
ernment, for all practical purposes. The plant is on the soil and within 
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the sovereign jurisdiction of another government, and, assuming 2 and 
2 still make 4, they had some working arrangement with the Govern- 
ment of Cuba. 

I suggest to you again that you call upon the State Department and 
see if you can’t do a little business with them. 

Mr. Fioere. Yes, sir. 

Mr. Tuomas. The Federal Governinent ought to have more influence 
with our friend and neighbor, the Government of Cuba, than Freeport 
Sulphur Co. As the record stands, it looks as if Freeport Sulphur has 
a little bit more influence than we do. 

Mr. Jonas. Mr. Chairman, how do you figure that the Government 
of Cuba, or the Government of the United States could do anything, 
or the State Department? The contract is already in effect, isn’t it? 

Mr. Fioere. Yes, sir. 

Mr. Jonas. It is legal and binding. Are you suggesting the State 
Department try to bring influence to bear upon the Cuban Govern- 
ment to have Freeport Sulphur break the contract or force them to 
change the contract ¢ 

Mr. Tuomas. I don’t know what the relationship between Freeport 
and the Cuban Government is. I have been over there, and I have seen 
little signs that the Cuban Government is mixed up in it someway. 
I could be wrong about it. 

Knowing Freeport and these other corporations, they are not going 
into a foreign country and spend a whole lot of their own money with- 
out having some unc pestadting with the government as to taxes and 
several other angles. 


INTERESTS INVOLVED IN FREEPORT CONTRACT 


I think we ought to consult the State Department and see if the 
Cuban Government does have an interest in the contract—and I am told 
that it does. Isthat correct, Mr. Floete? 

Mr. Frorrre. The Freeport contract ? 

Mr. Tuomas. Well, with the Freeport contract ; yes. 

Mr. Fioere. I don’t know whether they do or not. 

Mr. Tuomas. Is it generally thought that it does ? 

Mr. Froerre. I never heard that. 

Mr. Tuomas. Does it have any interest in our plant there? 

Mr. Fiorre. Nicaro? 

Mr. Tuomas. Yes. 

Mr. Frorre. Yes. Somebody does, 76 percent is owned by Na- 
tional Lead, 24 percent by Cuban interests, all unidentified. 

Mr. Tuomas. You don’t know whether that is the Government or 
not ¢ 

Mr. Froere. No, sir. 

Mr. Yates. What is owned? 76 percent is owned by National Lead 
and 24 percent by other interests? What is owned ? 

Mr. Fiorre. The interest in the Nickel Processing Corp., which is a 
corporation that is operating Nicaro under a contract with the Govern- 
ment. 

Mr. Yates. Who owns the other 24 percent ? 

Mr. Fiorre. Cuban interests, unidentified. That is all we know. 

Mr. Yates. You don’t know who the Cuban interests are? 

Mr. Froerer. No, sir. 
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Mr. Tuomas. Maybe the State Department could find out for you. 
Mr. Frorre. We know one man that talks for them, but I don’t 
know whether he owns it or how much he owns. 

Mr. Yates. Do you want his name? 

Mr. Tuomas. We know it. 

Mr. Tuomas. Again I suggest you go to the State Department and 
maybe they could YM you some assistance. 

Mr. Vursetx. Did we put up any money to build the Freeport 
plant or did they put up the money ? 

Mr. Frorre. They put up the money. 

Mr. Voursexu. In other words, they put up the money to build the 
plant and looking for a supply, we agreed to buy all of their produc- 
tion that they couldn’t sell elsewhere at 74 cents. 

Mr. Fuoere. Yes, sir. 

Mr. Vursetu. Is that a precedent as to such dealing in times of war 
and in times of stress, and tension ? 

Mr. Froere. No. 

Mr. Vurse.u. How long do we have to buy this, as long as they are 
in business? What does this contract terminate? 

Mr. Frorre. At 1965 or when they produce 271 million pounds of 
nickel or when their cash recovery is $96 million, cash recovery bein 
defined as their net profits, plus amortization of their plant, whic 
is of course a very substantial amount. 

Mr. Vourseti. Then, if nickel, or this product stays as high in price 
as it is now generally, whether it is by the influence of trusts or the 
market, and if it went higher and we needed a lot of nickel, this 
might turn out to be a very good contract, might it not? 

Mr. Frorre. Or if we had war. 

Mr. Vursext. I didn’t want to use the ugly word. 

Mr. Frorre. I will defend this contract. I don’t think one can 
say that this is a bad contract yet. If the markets go all to the dickens, 
and we don’t have any use for it, then at that time it won’t look 
like a good contract, but today I think it is as good a contract as we 
= have gotten, and I know it is a lot better than many that were 
made. 

Mr. Tuomas. It is a cinch that the Freeport people are not going 
to lose any money on this contract, are they ? 

Mr. Froere. I don’t think they are going to lose any money. 

Mr. Tuomas. You know they won’t. They can’t lose. 

Mr. Froxre. I don’t think it is going to cost the Government any 
money. 

Mr. Tuomas. It is foolproof, as far as they are concerned. You 
guarantee them they will get back every nickel they put into this 
plant and guarantee them a profit. I don’t see how in the world they 
can lose. 

Mr. Frorre. I don’t say that. I don’t think anyone can say the 
Government will have to take all of this nickel. Nobody knows. 

Mr. Mirus. They couldn’t have got financing for this plant on any 
other basis. In other words, as we understand it, this was financed by 
institutions. That was the only way that the institutions would risk 
the capital. 

Mr. Jonas. I would like to know whether in your opinion Free- 
port’s contract is more or is it less advantageous to the Government 
than the Canadian contract, Mr. Floete. 
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Mr. Frorre. I would say it is a better contract than the Canadian 
contract. 

Mr. Jonas. You mean more advantageous to the United States 
Government ? 

Mr. Fuorre. Yes, sir. 

Mr. Yates. A better contract than the Bethlehem contract would 
have been ¢ 

Mr. Fiorre. No. I don’t think that. 

Mr. Jonas. That is all, thank you. 


Construction, Untrep States Mission Buriprne, New Yor, N. Y. 


WITNESS 


JAMES J. WADSWORTH, DEPUTY REPRESENTATIVE OF THE UNITED 
STATES TO THE UNITED NATIONS 


Mr. THomas. Gentlemen, we have a distinguished gentleman with 
us from the State Department. Maybe he can help us out on this 
other problem. 

You folks operate in Cuba; do you not? 

Mr. WapsworrH. Not my part of the State Department, sir. My 
name is James J. Wadsworth, deputy representative of the United 
States to the United Nations. 

Mr. Tuomas. This is an old and distinguished friend of ours, 
gentlemen. 

Mr. Wadsworth, it is nice to see you again, a distinguished gentle- 
man and patriot. 

Mr. Wadsworth has helped this committee out many times in by- 
gone days. 

What agency was that, Mr. Wadsworth ? 

Mr. Wapswortnu. Civil Defense. 

Mr. Tuomas. It is nice to see you again. Give us the benefit of 
your opinion on this building. What is the nature of this building? 
What will you do with it? How much money will you spend for it? 
Mr. Reporter, put pages 118 and 119 in the record at this point. 

(The pages are as follows :) 


Construction, United States Mission Bldg., New York, N. Y. 
la inc scsi cnc Sie een end i a te ae ee) 0 


GENERAL STATEMENT 


“This item provides for the construction of a building in New York City, to 
house the United States mission to the United Nations presently housed in 
leased space which is unsatisfactory for security reasons. The site has been 
acquired through condemnation and the design is underway, both financed un- 
der ‘Sites and expenses, purchase contract projects.’” (From the budget for 
1959.) 


APPROPRIATION LANGUAGE 
“Construction, United States Mission Building, New York, N. Y.: For construc- 


tion of a building in New York, N. Y., for use as the headquarters of the United 
States Mission to the United Nations, pursuant to the provisions of the Public 
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Buildings Act of May 25, 1926, as amended (40 U.S. C. 341), $3,975,000, to re- 
main available until expended.” 
JUSTIFICATION 


The United States mission carries on diplomatic relations with missions of the 
59 other member nations, as well as the United Nations involving frequent visits 
by ambassadors, foreign ministers, and heads of state, and is constantly receiv- 
ing and sending classified material. Staff offices of the United States mission 
are now located in a commercial office building located at 2 Park Avenue, on 
3 noncontiguous floors, 1 of which is shared with commercial tenants. 

Following a survey of the mission facilities by State Department security 
officers, it was reported that “the continued leasing of present quarters con- 
stitutes a risk to the national security more than is calculated and beyond a 
reasonable degree of safety.” The representative of the United States to the 
United Nations states: “Since assuming office as the United States representative 
to the United Nations, I have been increasingly concerned with the inadequacies 
of our offices here at 2 Park Avenue, with particular reference to the security 
risk involved.” The mission guard force cannot control public traffic or the 
public elevators, although the public corridors and elevators must be used by 
the mission messengers in delivering highly classified papers. 

Housing for the mission offices should be controlled in its entirety by the 
United States Government, which would provide maximum security for classi- 
fied material which directly involves our national security. 

Officers of the United States mission participate in over 1,500 individual meet- 
ings annually at the United Nations headquarters. Accordingly, a location in 
close proximity of the U. N. headquarters would permit more effective and 
efficient use of the time of the mission staff members than is now possible and 
would more expeditiously enable them to carry out United States objectives. 

Representatives of the United States mission to the United Nations defined 
their preferential location to that area between ist and 2d Avenues from 42d 
Street to 47th Street, inclusive. An onsite survey disclosed that the area selected 
does not contain any office buildings which could be obtained under lease. Most 
of the neighborhood is composed of loft-type buildings or tenements which 
would be exceedingly costly to renovate for office use. Acquisition of a site in 
this area through condemnation proceedings is now in process. 

It is proposed to construct a building to provide headquarters for the United 
States mission to the United Nations at a total estimated cost of $5,010,000 at 
eurrent prices. The project would entail the construction of a multistoried 
structure to provide approximately 48,800 square feet of net assignable space 
(90,918 gross square feet). The site is being acquired and architectural drawings 
are being prepared with funds made available under appropriation “Sites and 
expenses, purchase contract projects,” leaving $3,975,000 requested in this 
item for construction and related costs. 

Design of the project will be completed in fiscal 1958. The main construc- 
tion contract will be awarded early in fiscal 1959 for completion in 20 months. 

The following is a summary of the estimated cost of the proposed project at 
current prices : 


i I ta i a ra a a $850, 000 
. Construction, including reservations and contingencies__...._.-____- 3, 900, 000 
. General expenses : 

Drawings and specifications_____._....._.........-... $175, 000 

de a a ee ac ct ire dae pb ce bine tee 70, 000 

Te a an a ee 15,000 


260, 000 


5, 010, 000 











Amount financed from funds under the appropriation “Sites 
and expenses, purchase contract projects,” for site and 
general expenses : 


Me ro Se eas Se ae $850, 000 
Drawings and specifications____._..___.____-_.-__.__- 175, 000 
Supervision (portion related to site and drawings) _-__-_ 5, 000 


Office expenses (portion related to site and draw- 


—1, 035, 000 





Amount requested for direct appropriation.__..._._._-._._____--~_ 3, 975, 
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GENERAL STATEMENT 


Mr. Wapsworrn. This building is for the purpose of housing the 
United States mission to the United Nations, Mr. Chairman. It is to 
be used solely as an office building and a mission headquarters. It 
will be the kind of building which will allow us to operate, first of all, 
with a great deal more security than we now have, and secondly, with 
a great deal more convenience. 

As indicated in the justification of the General Services Administra- 
tion, we are now housed on three separate floors of a multitenant com- 
mercial office building. We have the full 19th floor. We have part 
of the 21st floor, and we have the full 23d floor. 

This, as can be seen, involves some very serious security problems. 


RENT ON PRESENT QUARTERS 


Mr. Tuomas. How much money are we spending for rent on this 
present space ? 

Mr. Wapswortu. We are spending $142,018.50 a year. 

Mr. THomas, $142,018.50? 

Mr. Wapswortt. Yes. 

Mr. Tromas. In round figures, $150,000. It would take 30 years 
to pay for this building in rent, would it not? 

Mr. Wapsworrn. About 35 years at the present rate, which is an 
extremely low rate. The rate for the kind of space we are talking 
about is at least double that in the New York adeest We don’t have 
air-conditioning or anything plush there. The building is being slow- 
ly converted to air-conditioning, and operators of the building tell us 
that if we will take the air-conditioning and stay with them their 
rent will have to be considerably increased. 


SITE OF PROPOSED BUILDING 


Mr. Tuomas. Where is your site? 

Mr. WapswortrH. We have already acquired the site on the basis of 
the action last year by the General Services Administration under the 
lease-purchase program. 

Mr. Tuomas. This is a direct appropriation project now, is it not? 

Mr. WapswortH. Yes, sir. 

Mr. Tuomas. You acquired the site under lease-purchase ¢ 

Mr. Meptey. It was a “sites and expenses” appropriation item. 

Mr. Poorman. This was an approved project under the lease-pur- 
chase plan, one of the 98. 

Mr. Tuomas. Why take it out now? 

Mr. McConmer. Costs have gone up on it, Mr. Chairman. Our 


latest estimate exceeds our approved limit of cost. Our original limit 
of cost was $3.3 million. 


COST OF CONSTRUCTION 

Mr. Tuomas. How many square feet in the building? 

Mr. Fiorre. 90,918 gross square feet or 48,800 net assignable square 
feet. 


Mr, Tuomas. How much a square foot are you paying for this 
building? 
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Mr. McContne. The construction cost is approximately $40 a 
square foot—$39.07 is our estimate of construction cost. 

Mr. Tuomas. That is a regular office building ? 

Mr. Poorman. It is more than that. 

Mr. Tuomas. What is it? 

Mr. Poorman. It is a specialty-type building with a lot of security 
features. 

Mr. Tuomas. It is bound to have a lot of features at $40 a square 
foot. 

Mr. Poorman. Also New York is a very high construction cost 
area. 

Mr. Tuomas. We had an estimate the other day of $35 a square foot 
for a building for the National Advisory Committee for Aeronautics. 
They attempted to justify it on the basis that it had a special nae 
special floor, and 2 or 3 other special things in it, for scientific 
purposes. 

COST OF SITE 


Mr. Botanp. Where is the site? 

Mr. Wapsworrn. First Avenue and 45th Street. 

Mr. Tuomas. Are other governments constructing their own build- 
ings in the area? 

Mr. Wapswortu. Several of them are talking about it. 

Mr. Tuomas. How much money are you paying for this site? 

Mr. Wapsworru. Something over $800,000. 

Mr. McContne. The price is $850,000. 

Mr. THomas. How much is it asquare foot? 

Mr. Froere. About $80. 

Mr. McContue. There are approximately 12,000 square feet in the 
site. 

Mr. Tuomas. How much is that, about $82 a square foot? Some- 
body figure it out right quick. 

Mr. McContue. About $70. 11,990 square feet for $850,000 is a 
little over $70 per square foot. 

Mr. Yates. Will this be a special purposes building, just to house 
your mission ? 

Mr. Wapsworrn. Yes. 

Mr. Yates. It won’t house any other Government agency ? 

Mr. WapswortnH. No, sir. 

Mr. Bouanp. Is there any other mission that could be housed there? 

Mr. Wapswortu. There won’t be room for it. It is based on an 
absolute minimum for our own needs. 

Mr. Botanp. How many stories will there be? 

Mr. Wapswortu. Twelve stories altogether. 

Mr. Botanp. Why couldn’t the building be 24? 

Mr. Wapsworrn. I don’t know about that. We have been asking 
for a separate building of our own for the purpose as indicated. 
Whether the zoning in that particular area has something to do with 
it, I cannot tell you. I am not familiar with that. 


NUMBER OF EMPLOYEES 


Mr. Botanp. How many employees do you have in this mission? 
Mr. Wapswortu. We run 102 employees of the United States in 
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the United Nations, plus a military staff committee, plus a custodial 
group which gives us a minimum of somewhere in the neighborhood 
of 150 people at all times. 

Mr. Botanp. Are there any other missions the United States has 
to the United Nations outside of this mission that could utilize space 
in that building if we made it larger, if we went up to 18 or 20 stories? 

Mr. Wapswortu. We don’t believe so, sir. The State Department 
has — offices in New York, but they are an entirely different sort 
of thing. 

Mr. Tuomas. We will take care of about 150 people for $5 million. 
When you consider the cost of the building and the number of people 
involved that is quite expensive housing, isn’t it? 

Mr. Jonas. That is 12 persons per story. —. 

Mr. Wapswortu. That is not quite the right situation. I told you 
of the absolute minimum, but during the meetings of the General 
Assembly which last usually from 3 to 4 months, there are over 230 
or 240 people there at all times, 

As it is now, we have to double and even triple up our offices in 
small offices in the building we are now in. 

Incidentally, the building we are now in has a net usable space 
of some 44,000 square feet, and the additional space we are asking for 
is just so we won’t be so very, very crowded. We service over 1,500 
meetings a year of all types having to do with the United Nations. 
We need the space, at least that much space at all times. In fact, our 
own belief on it was that this is not actually large enough. 

Mr. Jonas. Do you have the architect’s drawings of this? 

Mr. WapswortH. We have a photograph. We don’t have the blue- 
prints here. 

Mr. Jonas. You don’t have the internal drawings? 

Mr. Wapswortu. No, sir. 

Mr. Jonas. I am a little disturbed about this internal space. You 
say my figures are not quite right, 12 persons per story. That sounds 
like you are going to have a lot of unoccupied space. 

Mr. Wapswortu. There are several other facilities besides straight 
office space for individuals there. 

Mr. Jonas. You mean meeting rooms? 

Mr. Wapswortu. There have to be conference rooms and an audi- 
torium. There has to be a small basic radio and TV studio to which 
the companies can bring their equipment when they want to take 
statements from Ambassador Lodge and others. We need this audi- 
torium space very badly because a great many groups of United 
States citizens come in to New York all inetd the year and want 


to discuss the matter of the U. N. with us. We have no place to meet 
with them. 


QUARTERS FOR UNITED STATES AMBASSADOR TO THE U.N. 


Mr. Bouanp. Is there any housing here? 

Mr. Wapswortu. There is no housing, no, sir, no living quarters. 

Mr. Botanp. What do we pay for the living quarters at the Wal- 
dorf Astoria for the United States Ambassador per year ¢ 

Mr. WapswortH. $30,000. 

Mr. Botanp. Why can’t we provide him quarters in this building? 
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Mr. WapswortH. That was discussed with the architect but it w 
decided the cost was prohibitive, to put an apartment house, vies 
house on top of this building. 

Mr. Boranp. They will have to look for space for the Ambassador 
to the United Nations. They would like to get him out of the Wal- 
dorf Astoria. 

Mr. Yares. Lodge himself has said that. 

Mr. Boxianp. I think this would be ideal, across from the United 
Nations Building. That is a terrific piece of property. 

Mr. WapswortH. My understanding is that the experience that our 
Ambassadors have had with having the office building and the resi- 
dence under the same roof has not been good. 

Mr. Botanp. What would make it bad ? 

Mr. Wapsworrtn. I haven’t followed it for 2 years. I am not com- 
pletely competent to give you all those answers. All I know is that 
it was very seriously considered and then rejected. 

Mr. Botanp. By whom was it rejected ? 

Mr. Wapsworrn. It was rejected, as I understand it, by the State 
Department and the Bureau of the Budget. 


POSSIBLE EXPANSION OF THE BUILDING 


Mr. Bouanp. Here is a site that costs $850,000. You are going to 
put a building on it that will cost a little more than $5 million. It 
is only a 12-story building. In time you will want to expand the 
building because it is in one of the best locations in New York City. 
Any agencies related closely to the United Nations Mission and the 
United Nations I would think would be interested in this proposal, 

Mr. Wapswortn. Yet the question of building a larger building on 
the same site was discussed and rejected by the Bureau of the Budget. 

Mr. Tuomas. The Bureau of the Budget turned it down ? 

Mr. Wavswortu. That is right. 

Mr. Tuomas. They are the authorities # 

Mr. Wapsworru. That is my understanding. 

Mr. Tuomas. I understand they are the ‘authority on the public 
building service generally, too. 

Mr. Yares. Mr. Wadsw orth, you stated that living quarters for the 
United States Ambassador had been rejected because of exorbitant 
costs. How much more would it have cost ? 

Mr. Wapsworrn. I don’t have those figures. That was one of the 
factors. The other factor was the inconvenience of living actually in 
the same building where your offices were. It has been tried before, 
as I understand it, in several United States missions, and has not 
proved satisfactory. 

Mr. Yares. One of these d: ays we will have the question presented 
of prov iding : a building for the Ambassador : again, won’t we ? 

Mr. Wapsworrn. We are not going to ask for any during the next 
few years, at least. 

FURNITURE AND EQUIPMENT 

Mr. Tuomas. Is this the entire cost? Is there furniture and other 
items? 

Mr. Wapsworrn. There will be a furniture item which will come 


before Congressman Rooney’s subcommittee. 
Mr. Tuomas. How much is that? 


ee 





43 


Mr. Wapsworrn. For this year the total is approximately $44,000 
because we have certain installations to make while the new building 
is under construction, 


Mr. Thomas. Will this new building be air conditioned and mod- 
ern in every respect ? 

Mr. Wapswortn. Yes, sir. 

Mr. Yates. What will the total cost be? 


Mr. Wapswortu. Total cost for all equipment and furniture, is 
about $197,000. 


Mr. Tuomas. Thank you very much. 


Mr. Wapsworrn. Thank you very much for the opportunity of 
appearing. 
Mr. Tuomas. It is always nice to see you. Come back and see us 
again. 
ArreRNOON SESSION 


SuMMARY JUSTIFICATION Data 


Mr. Tuomas. We will insert pages 3, 4, 5, 6, 7, and 8 of the justi- 
fications. 


(The pages referred to follow :) 
GENERAL SERVICES ADMINISTRATION ESTIMATES OF APPROPRIATIONS, 1959 
INTRODUCTORY STATEMENT 


The General Services Administration was established July 1, 1949, under 
authority of the Federal Property and Administrative Services Act of 1949 
which authorized the transfer to it of previously established agencies engaged 
in performing functions related to Federal property management. Amendments 
to that act have authorized further transfers and functions. 

GSA serves as the central agency for management of Government real and 
personal property, construction of public buildings, procurement of common-use 
supplies and services, stockpiling of critical materials, custody of the National 
Archives, and provision of archival records, transportation, and public utilities 
services. 

Program operations are grouped under 5 services and are performed mainly 
through 10 regional offices under central office direction and supervision. Finan- 
cial, administrative, legal, management, and informational support for all service 
operations is provided by the respective integrated staff organizations financed 
by deposits, from funds provided for supported programs, into an administrative 
operations fund. 

Basic operations are provided for in four operating expense appropriations. 
Central policy direction of all programs are provided for in an appropriation for 
the Office of the Administrator. Other major operations such as construction, 
improvement and repair of buildings, lease-purchase of buildings, operation of 
a nationwide system of supply depots, stockpiling of critical materials, and 
others are provided for in separate appropriations. In addition, substantial 
financing is provided by transfers and reimbursements from funds appropriated 
directly to other major agencies of Government for services performed at their 
request. 

GSA also serves by delegation from the Office of Defense Mobilization as 
executor of defense production expansion programs financed by allocations ef 
borrowing authority made available to the President. 

In addition to basic functions authorized by the Federal Property Act of 
1949, as amended, other functions and operations are authorized by specific legis- 
lation, the most significant being: Stockpiling Act of 1946 (Public Law 520, 79th 
Cong.), National Industrial Reserve Act of 1948 (Public Law 8838, 80th Cong.), 
Public Buildings Act of 1949 (Publie Law 105, 81st Cong.), Reorganization Plans 
18 and 26 of 1950, Federal Records Act of 1950 (Publie Law 754, Sist Cong.), 
materials expansion program (Executive Order 10480 of August 14, 1953), Public 
Buildings Purchase Contract Act of 1954 (Public Law 519, 83d Cong.), inter- 
agency motor pools (Public Law 766, 88d Cong.), abaca fiber program (Public 
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Law 683, 8ist Cong., Executive Order 10539 of June 22, 1954), and Reorganiza- 
tion Plan No. 1 of 1957. 

The full extent of GSA operations during any fiscal year is not reflected by 
the number and amount of direct appropriations in the annual act. For example, 
fund availability for obligation for 1958 as of December 1, 1957, totaled over 
$1.9 billion while comparable appropriation amounts totaled only $268,349,700. 


Summary estimate of funds available for obligation during fiscal year 1958 (data 
as of Dec. 1, 1957) 








Amounts 
available for 
Appropriated funds: obligation 
Operating expenses, PBS__-.....-_-______.___ A eliehteh Sa antescacs $130, 242, 000 
Repair and improvement, federally owned buildings__________ 76, 372, 922 
Sites and expenses, purchase-contract projects._._.....__.______ 23, 651, 995 
Payments, public buildings purchase contracts_......__._______ 1, 331, 100 
aC eRy WHI Ft OTN cies So cries powder ncninnereaie wen 5, 027, 000 
NINE, NIIDET ARTIC UT cn vc siisccnicessninesesitiimanecesencndamnahipehanmienen 17, 765, 000 
Operating expenses : 
tai laden hada ete = leseplen aid isciadatin abi htniccsesasiieeaniacenai 7, 293, 000 
Optics takai Moin tage hd biapsiinaidii eh em attatlitadh A pilin ennnecireneacs 1, 565, 000 
Strategic and critical materiais.__._................i_.... 205, 059, 846 
Salaries and expenses, Office of Administrator_..........____ 260, 000 
Refunds under Renegotiation Act_-...-_.----.----_..._____- 2, 768, 366 
Construction of public buildings (various) —~......-__.________ 12, 877, 432 
I UUUNII l <Se cnssAaiceaglh ch cll essi epnnchadlaseelyethaniescctc eld 484, 213, 661 
Reimbursements to— 
Operating expenses : 
I cecepodencaciacaeieonschvn obits as aig acetate as lcd lahed cate lidi ibe 100, 000 
IRE phe hn  tieg heinchaptteekh Rite ls sted heeds Riba Diabet Dbab is iit 10, 000 
Expenses, supply distribution-_......_-..--..-.------.---.- 500, 000 
Operating expenses: 
TEE nd, iaheraintiadenanns eintieemnabbha eatin asAe ads 35, 000 
SE WW. Leo sti eee eeaabb cena SS 27, 600 
Strategic and critical materials_...c............-----.-- 78, 120, 000 
CG a dinicssasi dh icine tateeihenalie i aesmtib its ics tatibeuiionehdaathinis dail 78, 792, 600 
Transfers (including working funds) : 
Aeauiation Of materials sns oie wetiiics dds en nnn icc 33, 915, 744 
Construction of public buildings (various) -...---.--.---_.-_ 58, 663, 584 
HPoreign aid  ProcuremMen thine oiiicine nes ssussteesneeneanccnee 52, 675, 000 
Consolidated working funds_...._-.....-...-.---._-...-~-.- 1, 990, 183 
NO a a aa aia as bs ei nsaplinteceoeiigah abs 147, 244, 511 
Revolving funds (including capital) : 
Buildings management fund__.-...------_~-------_---_---_ 59, 678, 175 
amen) wmpely: FANG no ccc adadi i bedi ie de diee 254, 784, 966 
Administrator expenses, foreign aid procurements___.__._.__ 1, 795, 689 
Dee TOE DRO TO UD ccetaint eh wh se he eet bwin n dd 7, 603, 084 
Federal Facilities Corporation fund__._----..-.__---.-.___- 14, 430, 930 
Reconstruction Finance Corporation liquidation fund_______- 12, 411, 498 
Pe” ROCOE CEI Titi li ltd ie dae ind 642, 712 
PN i sie ct ictal alten a Ceiditinieh ie Sabb atheh ible catebapahceb 351, 347, 054 
UN NII Sco ces occ inn css nncn ahi AU ein ep ah nln big inden Glee dione od itch eccte ab 430, 818 
Becdnl CEG psd — lini ch crcl cheiptcinintniie thei id eainisind siheed 1, 000, 000 
Bubtetal .6nis..isni nse eee 1, 063, 028, 644 
Defense materials procurement activities : 
DPA revolving fund, borrowing authority__......--.------_- 852, 314, 105 
Defense production guaranties_......-._..-_---.-----.--.--- 4, 609, 446 
IUD pias ach) dercs ithabin Ip adin beh peices ctl at aath shahis nest Wiech cnet llatiih ote 856, 923, 551 


cc eenipniantnesinhisda dace adicaliabiatlacaaplie inpisionmanstidiineyeis lanes tients 1, 919, 952, 195 
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a- Summary of budget estimates for 1959 



























wy 1959 budget | 1958 compar- | Change 1958 
e, Appropriation items (grouped by major purposes) estimates able to 1959 } 
or amounts ! 
0. 
RASIC OPERATIONS 
fa i. Opemting expehndes) PBB. 2552s. as sss docs +35, 171, 300 
S.C CONE FO crgethan en tinminmajigbansnguipemih +433, 400 
3. Operating expenses, NARS -+-283, 400 
or 4, Operating expenses, TPUS +333, 300 
n 5. Salaries and expenses, Office of Administrator , 0 
os UNS is ain eben sipeeabahabianaeie- tee +6, 201, 400 | 
5 RUILDING CONSTRUCTION AND IMPROVEMENTS 
0 6. Repair and improvement.........-.._-...-./.-------.---- 50,000,000 | 65,000, 000 | —15, 000, 000 | 
D0 7. Sites and expenses, purchasing contract... .............--- 20,000,000 | 20,000, 000 0 
0 8. Payments, purchase contracts._............--.---..----..- 1, 265, 000 1, 331, 100 —66, 100 
F9. Construction: Court of Claims, ete_.....-.-..-.---..------ DRE Never chaenetiens +1, 200, 000 } 
ya eg py, SE a RT Fe CUO OEE Boeken csc cdat +3, 975, 000 
0 Haspites Ouatens i), O.......--2.. 21k 2c. sccudae ck owas opecdb odbdes 2, 000, 000 | —2, 000, 000 | 
0 Pulls BIR: 6. cisijn enone enechnratnindis~aietinaieorad 2, 125,000 | —2, 125,000 
. oaiide, 0 ee te) a Cees Legicbatiiyt 76,440,000 | 90, 456, 100 | —14, 016, 100 
56 NATIONWIDE SUPPLY DISTRIBUTION } 
32 i 11. Expenses, supply distribution...............-...-.-----.-- 19, 500, 000 17, 765,000 | +-1, 735, 000 
— 12. General supply fund (capital) ...........-.-.....---.-.-.-- 15,000,000 | 12,500,000 | +2, 500, 000 
eS | ES | i 
BL SORTIINODN.. «non dionsiees: oop tnadhinneiidhe<aredraatem tana 34, 500,000 | 30,265,000 | +4, 235, 000 
| Grand total, except stockpiling..........-.-...-...------ ~ 264,770,000 | 268,349,700 | —3, 579, 700. 
STOCKPILING 
DO 13. Strategic and critical materials. ._.................---.-.-- 70, 000, 000 0 | +70, 000, 000 
DO ——SS ase 
00 LIMITATIONS (EXCLUDED FROM TOTALS) 
00 Abate Bbet Ree. asics iis «<n tin ote stew ari song pda => (47, 000) (47, 000) 0 
00 ! Federal Facilities Corporation fund_...............-.-..-.-.-- (50, 000) (50, 000) 0 
i ae ee EE So ls cin on iol nie eany bs centranceeenrtodinn (54, 000) (55, 000) (—1, 000) 
00 Administrative operations fund._...............-.--..--....-. (11, 100, 000)} (10, 645, 000) (+455, 000) 
00 ENN nn. cccetbvenedoue=naiharbantbaaeee deanna (11, 251, 000)| (10, 797,000)} (+454, 000) 
= | Total direct appropriations. -...............--...----.--. 334, 770,000 | 268, 349, 700 +66, 420, 300 
44 1 Includes appropriations in 1958 act, transfers, and comparative transfers shown in financial schedules . 
S4 | of the budget for 1959; also 1958 proposed supplementals shown under the head ‘‘Proposed for Later 
00 i Transmission.’’ 
83 HIGHLIGHT OF PROVISIONS IN THE 1959 BUDGET 
11 The budget for 1959 includes 13 items involving new obligational authority for | 
—— GSA totaling $334,770,000. Except for the stockpiling item of $70 million, for 
which no appropriation was made last year, the total is $3,579,700 less than 
75 comparable amounts for 1958, as set forth by item on the opposite page. 
66 | This decrease reflects application of the general budgetary policy of holding 
89 1959 obligations and expenditures for civilian activities of Government to or 
84 below the level of 1958. However, it does provide for a few increases in func- 
30 tions and workloads in basic operations of GSA which are considered essential. 
98 These increases have been offset by reductions below 1958 availability in other 
12 programs. 
- The net result is a tight budget. It necessitates continued deferral of provi- 
54 sion for implementing many desirable and even urgent recommendations for 
18 correcting deficiencies in GSA’s property management responsibilities and for 
00 improving services to tenant and customer agencies, for which GSA has respon- \ 
44 sibility. 
= Although changes in programs and estimates for each item are explained in 
detail in the justifications which follow, changes by major purposes are summed 
05 up as follows: | 
6 1. Basic operations of GSA.—Basic operations in the fields of real property, 
— personal property, records, transportation and utilities management and 
51 top direction of GSA are provided for in five items. The total requested for 


ar 
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these items for 1959 is $6,201,400 more than comparable availability in 1958. 
Of this, $3,195,000 is to finance by direct appropriation the cost of space 
occupied by other agencies and financed by reimbursements from them in 
1958, appropriate portions of which are being eliminated from the estimates 
of the agencies for 1959; $1,230,000 is for additional leased space to house 
new or expanded activities of tenant agencies ; $600,000 is in 2 special projects 
in connection with the national defense, $500,000 for emergency communi- 
eation facilities, and $100,000 for services to the SAGE program; and 
$1,176,400 is to alleviate numerous minor deficiencies in all 4 basic services. 
No provision is made for increases in wage-board rates during 1959, which 
are to be handled on a deficiency basis in accordance with general legislation 
passed last year. 

2. Building construction and improvements.—Continuing efforts to protect 
the Government investment and improve unsatisfactory working conditions 
in buildings utilized by Government agencies are provided for in five items. 
Estimates for these items for 1959 total $14,016,100 less than amounts pro- 
vided for this general purpose for 1958. The principal reductions are the 
further cutback in the air conditioning program, which is consonant with 
the directive of the House committee last year, and nonrecurrence of pro- 
visions for equipping the Hospital Center in the District of Columbia and for 
replacing five border stations. These reductions are offset in part by provi- 
sion for direct financing of architectural drawings for an office building in 
the District of Columbia and for construction of a building to house the 
United States Mission to the United Nations in New York City. 

3. Natiomvide supply distribution.—Two items provide financing for the 
nationwide system of supply distribution at an increase of $4,235,000 over 
1958. This increase is necessary to finance an expansion in sales from 
$256.7 million in 1958 to $292.6 million in 1959. For this increased work- 
load, expenses of operating the supply system would require an additional 
$2,235,000, but a reduction of $500,000 has been applied to reflect greater 
use of Government-owned space, reducing the net increase to $1,735,000. 
The foregoing expanded sales program will require a minimum increase of 
appropriated capital of $15 million which is $2,500,000 more than the in- 
erease granted in 1958. 

4. Stockpiling.—The budget estimates for 1959 are based on a policy of no 
transfers to the national stockpile of materials delivered under Defense Pro- 
duction Act expansion programs, pending the completion of stockpile poli- 
cies and objectives currently being made by the Office of Defense Mobili- 
zation. This will require holding in the Defense Production Act borrowing 
authority account, materials totaling $194.9 million originally scheduled 
for reimbursable transfer to the stockpile during 1958 and 1959. Compared 
to obligations of $206.5. million in 1958, activities under the strategic and 
eritical materials program will involve obligations of $233.7 million in 1959. 
The estimated obligations for 1959 are composed of $18.8 million for direct 
purchases in the open market, $96.2 million for transfer of materials from 
Commodity Credit Corporation, $92.1 million for cost of rotated materials, 
and $26.6 million for custody of existing inventories and other expenses. 
Unobligated balances of prior appropriations and other estimated resources 
in 1959, including $81.9 million from sale of materials to be rotated, total 


$163.7 million, leaving $70 million for which an appropriation is requested 
for 1959. 


SUPPLEMENTAL ESTIMATES FOR 1958 RECOGNIZED IN THE 1959 BUDGET 


Under the head “Proposed for later transmission”, the Budget of the United 
States for 1959 recognizes the following supplemental estimates to be submitted 
during fiscal 1958. The amounts have been reflected in the comparative data for 
1958 in justifications for the respective items. 

Operating expenses, PBS, $3,150,000.—A supplemental appropriation of this 
amount will be necessary to liquidate a deficiency during 1958 due to the cost 
of increased compensation paid to wage-board employees for rates established 
since June 30, 1956. Creation of such a deficiency is authorized under section 
210 of the General Government Matters Appropriation Act, 1958. In denying 
funds for the same purpose on a contingency basis in the Independent Offices 
Appropriation Act, 1958, the committee said, “but it will recommend appropria- 
tions aS are necessary when the actual need for such appropriations arises.”’ 
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Operating expenses, TPUS, $100,000.—During 1958 GSA assumed its respon- 
sibilities, as reaffirmed by section 303, Public Law 968, 84th Congress, for repre- 
senting the Government in rate proceedings involving communications common 
earriers relating to the SAGE program for early defense warning. No provision 
was made in appropriations for 1958 to finance this operation. Pending enact- 
ment of a supplemental appropriation for that purpose, $50,000 was allocated to 
GSA from the emergency fund for the President, national defense. This reduced 


the amount of financing required during 1958 by supplemental appropriation to 
$100,000. 


Mr. Tuomas (reading) : 


GSA also serves by delegation from the Office of Defense Mobilization as executor 


of defense production expansion programs financed by allocations of borrowing 
authority made available to the President. 


Our money has been spent under that authorization, an amount 
totaling over $2 billion. 

Program operations are grouped under 5 services and are performed mainly 
through 10 regional offices under central office direction and supervision. Finan- 
cial, administrative, legal, management, and informational support for all service 
operations is provided by the respective integrated staff organizations financed 
by deposits, from funds provided for supported programs, into an administrative 


operations fund. 

That operation has been described as layer upon layer, has it not? 

Of course, the General Services Administration in its original con- 
ception has pooled together many agencies and many ac tivities. There 
was not much kinship among the ac tivities and it was put under a loose- 
knit organization without any authorization on the part of the Admin- 
istrator to change the functions of any of the components, and as a 
result it is a big organization grown up from overall top administra- 
tion. Certain functions never went out of business and this consists 
of all component agencies. We operate in the field through your field 
organizations, and then for all practical purposes there is another ad- 
ministrative force, so you have three administrative forces. 


EMPLOYMENT UNDER, ADMINISTRATIVE OPERATIONS FUND 


How many people do you have under the administrative operations 
fund this year ? 


Mr. Fiorre. In total there are 1,998 in 1958 and 2,045 are proposed 
for 1959. 


Mr. Tuomas. What page is that on? 

Mr. Mepiey. Page 327. Work performed by these various groups 
is not duplicated. 

Mr. Tuomas. I notice the Bureau of the Budget does not give you 
anything definite here. How many jobs do you have here? You have 
2,045.3 man-years for 1959. Is it about 15 percent over that amount in 
jobs? 

Mr. Meptey. I didn’t get the question, Mr. Chairman. 


Mr. Tuomas. Is it about 2,300 jobs you have? You have set. up 
2,045.3 man-years. 


Mr. Meptey. It would be aren i 
Mr. Tuomas. You have 2,045 man-years. If you translate it in 


terms of actual jobs you have to add about 16 or 17 percent to that, 
ao you not ? 


Mr. Mepury. Our lapse is not that high. 
Mr. Tuomas. This has nothing to do with it. 


22811—58—pt. 2——_-4 
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Mr. Meptey. On page 327 it shows a total of 2,100 positions and 
2,045.3 man-years total under the administrative operations fund. 

Mr. Tuomas. Does this include the Administrator’s Office and the 
Assistant Administrator’s Office? 

Mr. Meptey. No, sir. That is in a separate item, Mr. Chairman, 
“Salaries and expenses, Office of Administrator.” The administrative 
operations fund here does include all of the regional commissioners 
in the field. However, the immediate Office of the Administrator in 
the central office is not included here. 

Mr. Tuomas. You have around 2,100 jobs in the administrative 
operations fund dealing with 5 functions—legal, financial, adminis- 
trative, personnel, and so forth. The total is five. 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 


Let us take the top managerial figure. 

Mr. Meptey. Page 290, Mr. Chairman. 

Mr. Tuomas. That is the general operating expense? 

Mr. Meptey. That is for Mr. Floete’s office. 

Mr. Tuomas. Where is the big part under the Office of the Assist- 
ant Administrator for Administration ? 

Mr. Mepuey. There is this part and then there is the item of “Man- 
agement supervision under the consolidated administrative operations 
fund.” That is all the rest of it. 

Mr. Tuomas, Let me get this now. That is shown on page 325. 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. That is you? 

Mr. Meptey. Not just financial services which are under my direc- 
tion, sir. There is also administrative services, which I think you 
have in mind. 

Mr. Tuomas. You get credit for this. We call this the Max Medley 
fund. 

Give us the table showing the Assistant Administrator’s office. 

Mr. Frioere. The Deputy Administrator ? 

Mr. Tuomas. Yes. 

Mr. Mutts. There are 4 people on my staff, plus 2 secretaries under 
the Office of Administrator appropriation. On page 356 are included 
8 more positions in the central office, and the 10 regional commissioners 
and 10 secretaries. 

Mr. Tuomas. What is the entire employment, top managerial serv- 
ice, in the field and in the District of Columbia? Let us get at it that 
way. 

The only personnel figure is set out in your table under the revolving 
fund. That is far from being complete. 

Mr. Meptry. Page 327 covers all employment under the administra- 
tive operations fund. 

Mr. Tuomas. You set it out in summary of all employment in GSA 
on page 360. Most of it comes under the buildings management fund. 
What about top management? That is what we want to know. 

Mr. Meptey. Top management are the 20 positions financed in a 
separate appropriation for the Office of the Administrator, plus the 
9,045 financed under the administrative operations fund, total of 
2,065. 

Mr. Tuomas. On what page is the administrative fund ? 


SS SEE 
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Mr. Mepiey. 327. 

Mr. Tuomas. That covers it all? 

Mr. Meptey. Yes, sir. Of course, the Commissioners of Services 
are part of top management, but they are financed under their respec- 
tive See tcnrentis for their services. 

Mr. Tomas. Does this cover the field, too? 

Mr. Meptey. Yes, sir. 

Ly Tuomas. That is the top management. Is that man-years or 
jobs? 

Mr. Mepiry. Man-years. 

Mr. Tomas. You could add another 300 to it, then, so it would be 
about 2,350 jobs. 

Mr. Meptey. 2,100. 

Mr. Tuomas. I haveit here. Go ahead. 

Mr. Mepiey. There are 2,100 jobs in the right-hand column and 
2,045 man-years. 

Mr. Tuomas. You do not say anything about jobs. You say average 
employment. 

Mr. Meptey. The line above that, full-time positions. 

Mr. Tuomas. 2,100. 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. That is out of your total employment. You have 
2,100 people in your managerial jobs. That takes care of the field, 
too? 


Mr. Meptey. Yes, sir. 

Mr. Tuomas. Where are these 2,100 located ? 

Mr. Meptey. The 2,100 are located: 1,201 in the field and 899 in 
Washington. 


TOTAL EMPLOYMENT IN GSA 


Mr. Tuomas. That is for management. What is the total employ- 
ment in the agency ? 

Mr. Mepiey. 28,715 for 1959. 

Mr. Tuomas. That is the request for 1959. What was it for 1957? 
You do not show it here. 

Mr. Meptey. For 1957 it was 26,694 average employment. 

Mr. Tuomas. In all fairness to you it would be about 2,800 jobs 
according to my figures. Do you want to change that? 

Mr. Meptey. I don’t believe I understood your question, then, Mr. 
Chairman. 

Mr. Tuomas. How many jobs did you have in 1957? 

Mr. Meptey. I would estimate 27,500. 


GSA EMPLOYMENT FINANCED BY OTHER APPROPRIATIONS 


Mr. Tomas. So you have shown an increase of 28 for 1957 and 
29 for 1958. All of these 29,000 people for 1959 are under control of 
this committee? How many are under limitation and how many are 
not? How many are by virtue of appropriated funds and how many 
by virtue of nonappropriated funds? I don’t know how we will 
keep up with you when you get money from other agencies and you 
do not account to anybody for them. 

Mr. Meptey. We will supply that figure for the record, Mr. Chair- 
man. 

Mr. Tuomas. Let me read you one of your paragraphs here. 
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The full extent of GSA operations during any fiscal year is not reflected 


by the number and amount of direct appropriations in the annual act. For 


example, fund availability for obligation for 1958 as of December 1, 1957, totaled 
over $1.9 billion while comparable appropriation amounts totaled only $268,- 
349,700. 

If you were to translate that in the same proportion in the appro- 
priated funds against the funds you have to obligate in terms of em- 
ployment it would be the other way around. We would be appro- 
priating for about 500 or 600 people. 

Mr. Meptey. But a great amount of that $1.9 billion is for expendi- 
tures which do not translate directly into employment on our rolls. 

Mr. Tuomas. For other agencies, you are just a service agency and 
they get their appropriation from sources other than General 
Services. Isthat correct ¢ 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What is the total amount of employment under those 
funds made available to you from other sources ? 

Mr. Mepiey. Could we supply the breakdown of employment for 
the record ? 

Mr. Tuomas. Yes. 

(The information requested follows :) 


Special breakdown of average employment 


Appropriation or fund 1957 1958 195y 


1. EMPLOYMENT CONTROLLED BY INDEPENDENT OFFICES 
APPROPRIATIONS COMMITTEE ACTIONS 


Operating expenses, PBS (direct employment) ---- ; 415 525 524 
Under buildings management fund 14, 331 14, 384 14, 176 
Repair and improvement (under BM fund) . p§eese 1, 438 1, 475 1, 483 
Sites and expenses --_- . 13 33 33 
Buildings management fund (financed by appropriations 
other than shown above) ---. : 646 | 675 | 67 
Operating expenses, FSS 462 532 | 546 
Expenses, supply dis stribution ; 1, 57 1, 802 1, 933 
Operating expenses, NARS. 961 1, 020 1, 042 
Operating expenses, TPUS 148 189 216 
Strategic and critical materials _ oh de Resta 561 612 534 
Salaries and expenses, Office of Administrator 18 | 20 | 20 
Abaca fiber program _- 5 3 3 
Federal Facilities Corporation fund 48 6 6 
Administrative operations fund (under limitation) -- 1, 521 | 1, 599 | 1, 649 
Subtotal, controlled sees 22, 138 22, 875 | 22, 840 


2. ALL OTHER EMPLOYMENT 


Reimbursements: | 
Operating expenses, PBS__- 12 
Operating expenses, FSS_- | Beh 2. Sd sates 
Expenses, supply distribution | 39 46 44 
Ope rating expenses, NARS : ion | 4} 3 | 3 
Operating expenses, TPUS Aas : | 6 | 6 7 
Transfers: | | 
Acquisition of materials j { | 52 | 59 | 55 
Construction of public buildings 191 225 | 265 
Emergency fund for the President. _- ; i | et. 
Condolidated working fund (FCDA) ; o.8) 144 | 181 | 192 
Revolving funds: | | 
Buildings management fund (reimbursing other agencies) -| 3, 000 | 3, 526 3, 926 
General supply fund. 3 267 397 | 538 
Administrative expenses, foreign aid procurements-_-.-__--_| 177 | 162 161 
Working capital fund 27 | 130 | 130 
Administrative operations fund (outside limitation) -___- | 383 | 400 398, 
DPA revolving fund_. a | 132 | 141 | 133 
Trust funds_-__-.-- Wse% ——— 17 | 21 25 
Subtotal, other employment -___-- : ; ci3. 08 4, 556 | 5,313 | 5, 875 


Total average employment . | 26, 694 28, 188 28, 715 
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TOTAL FUNDS AVAILABLE TO GSA IN 1958 


Mr. Tuomas. Give us a rough estimate now and you can correct it 
later in the record of the amount of your 1958 funds that this com- 
mittee does not control. 

Mr, Mepuey. On page 4, funds made available from other sources 
for 1958 total $1,435,738,534. 

Mr. THomas, What category does it come under? 

Mr. Meptey. Reimbursements, $78,792,600; transfers, including 
working funds, $147,244,511; revolving funds, including capital, $351,- 
347,054; trust and special funds, $1,430,818; and Defense Production 
Act authorities of $856,923,551. 

Mr. Tuomas. What are the transfers? You have to pay for CCC 
barter materials in terms of your own money, so that is not a transfer. 

Mr. Meptey. No, sir. We in effect do the servicing for CCC under 
the barter program. We do it astheir agent. 

Mr. Tuomas. But when the materials go into the stockpile you pay 
them with your cash. That is what we are going to look into. We 
want to know what figure you pay them. We think you pay them 
at a 50-percent loss. 

Mr. Mepriry. These are funds advanced to us for barter acquisi- 
tions. That and what we get from AEC totals about $34 million. 

Then we have transfers for construction of various buildings which 
would total $58,663,584. 

Foreign-aid procurement totals $52,675,000-—— 

Mr. Tuomas. Your figure of $1.9 billion I think is a little high. 
Those are all the custody funds, where you have your industrial re- 
serve, your tools, and all of that in your plants? 

Mr. Meprey. That total of $1.9 billion also includes our own appro- 
priated funds, Mr. Chairman. 


‘ESTIMATES PREPARED ON ACCRUED COST BASIS 
Mr. Tuomas. There is some language on page 9 that is interesting. 


At the request of the Bureau of the Budget, financial schedules and program 
and performance narrative for the printed budget for the repair and improve- 
ment and the expenses, supply distribution items, both involving appropria- 
tions for 1959, were prepared on the basis of accrued costs. However, the 
estimates and. justifications have been presented on the customary obligation 
basis 
and so forth. 

We are glad you put that in there. You did this at the request 
of the Bureau of the Budget and not this committee. Is that right? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Was this prepared for the use and benefit of this com- 
mittee or the Bureau of the Budget ? 

Mr. Mepiey. The printed budget, of course, from which the com- 
mittee takes the committee print, was prepared under the ground 
rules of the Budget Bureau. However, anticipating that the com- 
mittee would prefer to have estimates on an obligation basis we have 
submitted our justifications in that fashion, Mr. Chairman. 

Mr. Tuomas. We like it just as it always has been. We do not 
like it as accrued expenditure because we do not like it. That blank 
check business may suit the Bureau of the Budget but not us. If this 
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is for the use and benefit of the Bureau of the Budget there is no need 
for bringing this over to us, go through all of this and then change 
it to suit their convenience and not ours. 


TWO PERCENT TRANSFER PROVISION 


Not to exceed 2 percent of any appropriation made available to the General 
Services Administration for the current fiscal year by this act may be trans- 
ferred to any other such appropriation, but no such appropriation shall be 
thereby increased more than 2 percent: Provided, That such transfers shall 
apply only to operating expenses, and shall not exceed in the aggregate the 
amount of $2 million. 

How did that transfer authority of 2 percent work and did you 
use it? 

Mr. Mepury. Yes, sir. We think it was helpful. We transferred 
a total of $97,000 under this authority from operating expenses, public 
buildings service—— 

Mr. Tuomas. Did you have a surplus in that fund? 

Mr. Meptey. No, sir. 

Mr. Tuomas. How could you afford to take it out of there, then? 

Mr. Meptey. As a matter of fact, we had a serious need in the 
Federal Supply Service to pay for the work that the military does 
for all agencies in connection with keeping the Federal catalog sys- 
tem up to date. 

Mr. Tuomas. Is that the item that Congress was slow to appro- 
priate money for? 

Mr. Meptxy. I do not believe it was on that item. 

Mr. Tuomas. You came here for a supplemental of over $2 million 
for the Public Buildings Service and yet you took $92,000 out of 
that fund under this transferability proviso which increased the 
deficiency by that much money, so that does not make sense, does it? 
What did you do with the rest of it? 

Mr. Meptey. $30,000 was transferred 

Mr. THomas. You do not have to answer the question. 

Mr. Meptey. To the Transportation and Public Utility Service. 

Mr. Tuomas. Where does that come from ? 

Mr. Meptey. That is part of the $97,000 transferred. 

Mr. Tuomas. How much more did you transfer ? 

Mr, Meptey. Only the $97,000. 

Mr. Tuomas. That was the full sum transferred during the fiscal 
year by virtue of the 2 percent transferability ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. It amounted to creating a deficiency of $92,000 in 
public buildings, then. 

Mr. Meptey. I would not say so, Mr. Chairman. 

= Tomas. You came here for $24% million supplemental last 
week ¢ 

Mr. Meptey. $2.7 million. Actual need was about $2,850,000 but 
we absorbed $149,000 of it. 

Mr. Tuomas, You could have absorbed $92,000 more if you had 
not taken it out of there, could you not ? 

Mr. Meptey. That is true. 

Mr. Tuomas. In other words, that 2 percent transferability did 
not serve much useful purpose. : 

Mr. Mentey. I think it did, sir. 
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Mr. Tuomas. You came in here with a deficiency all hidden away 
there. It was not hidden. It was there. All you had to do was to 
find it. 

Mr. Meptey. It was right there in last year’s estimate. 

Mr. Tuomas. You mean the deficiency was for this year? 

Mr. Meptey. Yes, sir, but it was for wage board increases which 
was part of last year’s estimate, but was deferred by the committee 
until actually needed. 


REAL PROPERTY ITEMS 
WITNESSES 


F. MORAN McCONIHE, COMMISSIONER, PUBLIC BUILDINGS 

FRED S. POORMAN, DEPUTY COMMISSIONER 

W. A. SCHMIDT, ASSISTANT COMMISSIONER, PLANNING 

D. S. PHILLIPS, ASSISTANT COMMISSIONER, BUILDINGS MANAGE- 
MENT 

L. B. KNOTT, JR., ASSISTANT COMMISSIONER, ACQUISITION AND 
DISPOSAL 

L. L. HUNTER, ASSISTANT COMMISSIONER, DESIGN AND CONSTRUC- 
TION 

F. W. HUSTON, DIRECTOR, INDUSTRIAL EQUIPMENT, DEFENSE 
MATERIALS SERVICE 

JOE E. MOODY, ASSISTANT GENERAL COUNSEL 

J. E. STRAWSER, ADMINISTRATIVE OFFICER 


Mr. Tuomas. We will look at your Real Property Items, Operating 
Expenses. Public Buildings Service, $138,500,000; Repair and Im- 
provement, $50 million; Sites and Expenses, Purchase Contract Proj- 
ects, $20 million ; Payments, Public Buildings Purchase Contracts (and 
additional limitation of $11 million) , $1,265,000; Construction, United 
States Court of Claims and Federal Office Building, $1,200,000; and 
Construction, United States Mission Building, New York, N. Y., 
$3,975,000. 

The Public Buildings Servicé has $214,940,000 estimates for this 
year. That isall of its items, is it not? 

Mr. Meptey. Yes. 
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Orrratine Expenses, Pusiic Bureprnes Service 


Program and financing 


Program by activities: 
1. Buildings management 
. Acquisition and disposal -- 
. Design and construction _-_-............-- jak 
. Program planning seuiecaabey i= tie wal 
. Service direction poe feiss. te 
. Machine tool reserve 
. Administrative operations 


“I> Or mm OO bO 


Total obligations 


Financing: 
Comparative transfers to other accounts------.------- a 
Unobligated balance no longer available_.........--..---- 


New obligational authority -- 


New obligational authority: 
Appropriation poo aS his 4 cucuh ae wat sas > SEE 
Transferred (71 Stat. 232) to— 
“Operating expenses, Federal Supply Service’”’ 


” 


“Operating expenses, Transportation and Public | 


Utilities Service 


Appropriation (adjusted) 


3, 307, 385 





| 
13, 558, 386 | 
817, 379 | 


t 


3, 401, 700 | 


| 

1957 actual 1958 estimate | 1959 estimate 
$110, 971, 912 | $122, 484,000 | $130, 928, 000 

eal 1, 672, 795 | 1, 961, 400 1, 965, 400 
| 140, 515 | 195, 800 196, 200 
al 497, 484 | 1, 074, 300 | 1, 101, 100 
| 470, 739 | 532, 500 | 533, 700 
| 518, 405 | 529, 000 | 503, 600 


3, 272, 000 





-| 117,574,235 ; 130,178,700 | 


138, 500, 000 


63, 300 |. 





| 131,950,000 | 130, 242,000 | 138, 500, 000 
‘ | 


| $131, 956,000 | $130, 339,000 | $138, 500, 000 


} | 
| sce 


| 131, 950, 000 
| | 


Object classification 


GENERAL SERVICES ADMINISTRATION 


Total number of permanent positions_._.............-.....--- 
Full-time equivalent of all other positions__- 

Average number of all employees_ 
Number of employees at end of year. 


Average GS grade and salary a a Ee 

Average salary of ungraded positions_____- 

01 Personal services: 
Permanent positions._............- 
Positions other than permanent_._-_- 
Other personal services _-.____- 


Total personal services __ 
02 Travel_- 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction. - 
07 Other contractual! services--- -- 
Payment to “‘ Administrative operations fund”’ 
Services performed by other agencies___- 
08 Supplies and materials_. 
09 Equipment : 
11 Grants, subsidies, and contributions_- 
13 Refunds, awards, and indemnities- 
15 Taxes and assessments 


Total, General Services Administration_- 
ALLOCATION TO DEPARTMENT OF THE ARMY 
07 Other contractual services. -- 


Total obligations 


130, 242, 000 | 


“O70. BOSE... 
—30, 000 | 


138, 500, 000 


| 1957 actual | 1958 estimate | 1959 estimate 


| 


“8.5 $6,473 | 
$4, 621 


$2, 596, 245 
26, 793 


‘3 7.834 | 


184, 233 | 

60, 009 

82, 458 
789 | 


| 34, 534 


109, 963, 674 121 


$3, 459, 737 


2, 630, 872 3,4 
7 


538 | 538 


524 

529 

9.0 $6, 788 
$4, 960 





$3, 484, 337 


13, 263 13, 363 


, 497, 700 
22, 000 281, 300 
49, 800 49, 800 
$2, 000 82, 200 
22, 000 22, 000 
33, 700 33, 500 


73, 000 
> 





, 711, 100 130, 067, 700 


3, 307, 385 3, 401, 700 | 3, 272, 000 
197, 045 | 200, 000 | 200, 000 
51, 557 43, 200 43, 300 
1, 047, 713 715, 700 715, 700 
217, 100 227, 400 
5, 291 3, 800 3, 800 

3, 675 3 


117, 569, 235 130, 178, 700 


5, 000 


117, 574, 235 | 130, 178, 700 | 


3, 600 | 3, 600 


138, 500, 000 


138, 500, 000 


believe it was said the Government owned. 
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Mr. Tuomas. Operating expense, building maintenance in and out- 
side the District of Columbia. How many buildings are Government- 
owned and under lease? Somebody gave a figure this morning. I 





Mr. Fviorre. 494 in 1958, 

Mr. Tuomas. How many leased in and outside the District of 
Columbia in your jurisdiction ? 

Mr. Fioere. Leases total about 5,000. They are not all for whole 
buildings. 

Mr. Tuomas. The Government owns 494 buildings under your juris- 
diction ¢ 

Mr. Fioerr. Yes, sir, for complete management. 

Mr. Txomas. How is it broken down between the District and the 
field? Do you havea rough figure there? 

Mr. Putuies. 126 in the District of Columbia and adjacent area. 


ANALYSIS OF REQUEST BY ACTIVITIES 


Mr. Tuomas. We will insert this table on page 13 in the record. 
(The table referred to follows:) 


OPERATING EXPENSES, Pusiic BurILpINes SERVICE 


Summary reconciliation of 1959 estimate to 1958 funds 


1958 appropriation in annual act............................... $130, 339, 000 
Proposed supplemental, wage board increases___......__.______ 3, 150, 000 
Transfer to: 
“Operating expenses, Federal Supply Services’”_._.....-_-___ —67, 000 
“Operating expenses, Transportation and Public Utiliites 
TWO atcha ah ak acct teat aetna —30, 000 
Comparative transfer from “Salaries and expenses, Office of Ad- 
Sin SS a rec eal gina ci nee iN an ital +26, 700 
Comparative transfer to “Operating expenses, National Archives 
Se nN WOU CRU 0. on ea ri eit atten te cee teen eee ieee —90, 000 
CORO UPGIEE UT os an anaes 133, 328, 700 


Decreases in 1959: 
Maintenance and operation, reserve and surplus prop- 


Oe Sk ci oot tS a he Se i diet ae 2 ee $58, 000 
Paymremue tit liem OF thket....a tes i owes ss 18, 000 
Administrative operations.__._..__--_-__._-___________ 129, 700 
eg Rh ed ER ole da 27, 800 
a 233, 500 
Cd a ok aca ee 133, 095, 200 


Increases in 1959: 
Increased electrical consumption in Government- 


Cente aoee. fa a a er ee $300, 000 
Increased area of leased space___________-_________ 1, 214, 400 
Space supplied to other agencies, reimbursable in 

ce ps a ich ncn ee St en aac ae 3, 195, 000 
Operation and protection of purchase contract 

CEE eee ee cet ce ec tobe 15, 600 
Emergency rapid written communications_________ 500, 000 
Contribution to retirement fund__._.._._.___________ 155, 300 
Miscellaneous minor increases_............_______ 24, 500 





5, 404, 800 





TOC RIE CTI > Ree eee ee ukauson 138, 500, 000 
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Analysis by activities 





Activities 1958 Deduc- Additions 1959 

adjusted tions estimate 

1. Buildings management__..............-..-...... $125, 634, 000 $76, 000 | $5,370,000 | $130, 928, 000 

2. Acquisition and disposal_...............-........ SUS), GED Picedoncd dacs 4, 000 1, 965, 400 

3. Design and construction......................... LP Dena dadnweieea 400 196, 

eT occ annacnpencegqoeseeb pent 0 / GTR Gee loncacccncses 26, 800 1, 101, 100 

SEED EET eR ee a 1, 200 : 

6. Machine tool reserve......................---.... 529, 000 27, 800 2, 400 503, 600 

7. Administrative operations....................-.- 3, 401, 700 SD TS acini rreicnndtiaes 3, 272, 000 


2 
3 
3 

= 
8 

z 
: 
: 
Z 
s 
g 


Mr. Tuomas. It shows an analysis for “Operating expense, Public 


Buildings Service.” It is $133,328,700 for 1958 and $138,500,000 
for 1959. 


SUMMARY OF BUDGET INOREASES 


We will insert page 14 in the record. 
(The p. 14 referred to follows :) 


Operating expenses, Public Buildings Service 


re I gia ee eet os nt alan mien $130, 339, 000 
Fe Oe I oi oak os cicabdeencks neh mmm tndisiennsahanaanineanere 3, 150, 000 
Nee TE eee nee eee ee Tn eat cewees —160, 300 

Cemaperetive iin eet sed. atom Joluel: 133, 328, 700 
rnc cas te ict ck ad asaen dempeniincattinicnel +5, 171, 300 
SOUS .CbtimA testi sid Loin te etapa tc eee cai x 138, 500, 000 


GENERAL STATEMENT 


“This appropriation provides for basic real property operations of the admin- 
istration including the direction of all real property programs; acquisition, 
operation, and utilization of general-purpose space; operation of communications 
facilities; management of excess real property and disposal of surpluses; cen- 
tral direction of all buildings design, construction, and repairs; and mainte- 
nance of a machine tool reserve. 

“The appropriation request for 1959 is a net increase of $5,171,300 above a 
comparable amount for 1958 which includes a proposed supplemental of 
$3,150,000” (from the budget for 1959). 

The principal factors which require the net increase of $5,171,300 are, in brief, 
as follows: 

1. $300,000 is to finance increased electrical consumption resulting from elec- 
trical equipment installations by the agencies, and air-conditioning equipment. 

2. $1,214,400 is required to provide for an additional 344,000 net square feet 
of leased space to accommodate increases in employment of other agencies as 
formally reported to GSA, verified by the Bureau of the Budget, and provided 
for in budget estimates for 1959 for those agencies. 

8. $3,195,000 is for the direct appropriation to GSA for 1,241,000 net square feet 
of space furnished in 1958 to certain Federal agencies on a reimbursable basis. 
Comparable reductions have been made in the 1959 estimates of the other 
agencies so that there will be no increase in overall Government costs. 

4. $15,600 is for the annualization of the cost of operating the Rock Island, 
IIL, lease-purchase building completed during 1958. 

5. $500,000 is to provide for phase 3 of the program for expanded emergency 
rapid-written communications services. This is an important part of the pro- 
gram for maintaining continuity of Government in the event of an emergency. 

6. $179,800 is required for various items, including $155,300 for financing on 
an annual basis the 1958 rate of the Government’s contribution to the civil 
service retirement fund, and $24,500 for travel for program planning. 

7. $233,500 represents decreases in programs, including (a) $58,000 resulting 
from the disposal of certain surplus properties previously requiring protection 
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and maintenance, (0b) $18,000 reduction in estimated payments required in lieu 
of taxes for certain properties under title VII of the Federal Property Act (69 
Stat. 721), (c) $27,800 for decreased workload in the machine tool reserve, and 
(d@) a $129,700 reduction in administrative operations as explained in the section 
covering that activity. 


Mr. Tuomas (reading) : 


This appropriation provides for basic real property operations of the admin- 
istration including the direction of all real property programs; acquisition, opera- 
tion, and utilization of general-purpose space; operation of communications 
facilities; management of excess real property and disposal of surpluses— 
meaning real and personal. 

Mr. Fioets. Just real property. 

Mr. Tuomas. You have a tremendous program going. 

Mr. Fiorre. You are thinking of surplus personal property. That 
is under Federal Supply Service. 

Mr. THomas (reading) : 
central direction of all buildings design, construction, and repairs; and mainte- 
nance of a machine tool reserve. 

Can you imagine any more divergence and nonconnected and dis- 
ointed activities all put into one agency, and that is not all of them, 
Vy any means. 

Mr. Commissioner, that is the reason you are good. You have to 
handle all these different things. This is no job for a small boy; 
is it? 

Mr. McContue. It is a pretty big order. 

Mr. THomas. The appropriation request for 1959 is a net increase 
of $5,171,300 above a comparable amount for 1958. Does that in- 
clude the supplement of $3,150,000 ? 

Mr. McContne. Yes, sir. 

Mr. Tuomas. The principal factors which require the net increase 
of $5,171,000 is $300,000 to finance increased electrical consumption. 

You folks had better buy gas. 


INCREASE REQUESTED FOR LEASED SPACE 


$1,214,400 is required to provide for an additional 344,000 net square 
feet of leased space to accommodate increases in employment of other 
agencies as formally reported to GSA, verified by the Bureau of the 
Budget, and provided for in the budget estimates for 1959 for those 
agencies. 

I have here who they are and what are they for, and why more 
space in 1959, and every time an agency comes in here looking for 
money they say they are transferring money to General Services 
Administration. 

Mr. McContne. That is shown in detail on page 19. 

Mr. Tuomas. Another increase is $500,000 to provide for phase 3 
of the program for expanded emergency rapid-written communica- 
tionsservices. That is civil defense? 

Mr. McContne. Yes. . 

Mr. Tuomas. Is that the total bill or is it $760,000? 

Mr. McContne. $760,000 is the total. 

Mr. Tuomas. What is the other $260,000 for ? 

Mr. Putxies. That is for phases 1 and 2 which we are putting into 
effect this year, which added to the $500,000 makes a total of $760,000. 
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Mr. Tuomas. Where is the other money ? 

Mr, Purerips. $260,000 was provided in the 1958 appropriation. 

Mr. THomas. $179,800 is required for various items, including $155,- 
300 for financing on an annual basis the 1958 rate of the Government's 
contribution to the civil service retirement fund. 

I have here that you did not absorb wage board increases nor the 
civil service, either, did you? Yet Mr. Medley comes here and takes 
away $92,000 and transfers it to something else. 

Two hundred and thirty-three thousand five hundred dollars repre- 
sents decreases in programs. We will not bother with the decreases. 


Buitpincs MANAGEMENT 


We will insert page 17 in the transcript. 
(The page referred to follows :) 


1. Buildings management 


2 nt 
Amount | Average 
employment 





| 
1958. - -| $122, 484, 000 | (‘) 
Property supplement____ poe | 3, 150, 000 ( 
Adjusted ___- co : ‘ a et as i ee 125, 634, 000 (1) 
Ome ees Sao pnsltae oie +5, 294, 000 | (0 
ica a ie 130, 928, 000 ¢ 


3 | 
t All employment shown under Buildings management fund. 


HIGHLIGHT 


“This activity provides for (@) rental, operation, protection, and utilization 
of Government-owned, leased, and purchase contract space, as indicated in the 
following table: 


Average net square feet 


sa i ea r 
1956 actual 1957 actual | 1958 estimate | 1959 estimate 





ahianahnimmataitl ‘ 
i 
| 
Government-owned space ...| 64,852,000 | 54,921, 000 54, 958, 000 54, 958, 000 
Leased space . - 20, 273, 000 20, 434,000 | 21, 707, 000 23, 292, G00 
Purchase contract space __- Debits tee : Paha al 38, 000 51, 000 


““(b) maintenance and operation of joint-use communication facilities; (c) pro- 
tection and maintenance of excess, surplus, and National Industrial Reserve 
properties; and (d) payments in lieu of taxes on certain properties transferred 
from the Reconstruction Finance Corporation. 

“The net increase for 1959 of $5,294,000 over the comparable amount for 1958 
is composed of the following items from the Budget for 1959: 


Operation and protection of Government-owned space_____-.------- $300, 000 
Rental, operation, and protection of leased space____._.__.__---~~.-- 1, 214, 400 
Cost of space supplied to other agencies, reimbursable in 1958_____- 3, 195, 000 
Operation and protection of purchase contract space.__.._-__.--_-_- 15, 600 


Emergency rapid-written communications_____.._..____._._____~-- . 500, 000 
Camere tO femnmeren: fume... i do 145, 000 
Maintenance of reserve and surplus properties_____-~--~~ en eases —58, 000 


SI TI IN FO I nok ee eee ee eee nemtriinmeane tt —18, 000 


na ap a eo nvem hanson gn para lPahan A adele aM isan a> wreck hdy dich dekh agin dein dale dda ann edged dee 5, 294, 000” 
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Each of these changes is explained in the justification of the subactivity to 
which it applies. 

1. Government-owned space, $300,000.—This item is required due to increase 
in electrical consumption resulting from additional electrical equipment required 
by agencies, such as electrical computers and air-conditioning machinery. 

2. Leased space, $1,214,400.—Required to provide additional 344,000 net square 
feet of leased space, at a cost of $1,214,400, needed by Federal agencies to accom- 
modate increases in space requirements. These requirements have been reported 
to and verified by the GSA and the Bureau of the Budget. 

3. Space reimbursable in 1958, $3,195,000.—To provide for appropriation 
directly to GSA for rental and building services furnished to Federal agencies 
on a reimbursable basis in 1958 for 1,241,000 net square feet of space. Com- 
parable reductions have been made in the 1959 estimates of the other agencies 
so as no increase in overall Government costs will result. 

4. Purchase contract space, $15,600.—To provide for the annualization of the 
cost of operation of the building at Rock Island, Ill., completed during 1958. 

5. Emergency rapid-written communications, $500,000.—Required to provide 
phase 3 of the expanded emergency rapid-written communications services in 
connection with maintaining continuity of Government programs in event of an 
emergency. 

6. Contribution to retirement fund, $145,000.—Required to provide increases 
in the Government’s contribution to the civil service retirement fund, to annual- 
ize 1958 payments which were made for 25/26 of the year. 

7. Maintenance of reserve and surplus properties, decrease of $58,000.—This 
decrease in 1959 is due to the contemplated disposal of certain surplus properties 
previously requiring protection and maintenance. 

S. Payments in lieu of taves, decrease of $18,000.—This decrease in 1959 is 
due to a reduction in the estimated payments required in lieu of taxes. 


Mr. Tuomas. Weare getting into the real money now. 


You provide for rental, operation, protection, utilization of Govern- 
ment-owned leased space. 





INCREASE IN SPACE MANAGED 


Where is the table showing the increase of about 344,000 square feet 
for this year over last year ? 

Mr. McContne. Page 19. 

Mr. Tuomas. Insert page 19 in the record. 
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Total Space (net square feet) Change 1958-59 

Department or rageey Govern- 

ment-owned leased space Netfrom| Reto 

1957 1958 1959 "1357" | Non-re Total 
reports 
Series. ... 3 -..2..--<-.- Sina afo 3, 997,873 | 4,048,885 | 4, 162, 322 0| 113,437 113, 437 
Atomic Energy Comm'ssion______-- 355, 063 172, 952 155,045 | —19, 174 1, 267 | —17,907 
Civil Service Commission --.....-.- 784, 864 785, 564 785, 564 0 0 0 
ica os na ant ene ena 3, 860,574 | 3,905,314 | 3, 893, 582 29,136 | —40,868 | —11,732 
Congressional space-._.-..-..----..- 104, 771 104, 771 104, 771 0 0 0 
) | TRE ease Cea: Ley es peer meeeee 19, 200, 152 | 19, 299,611 | 19, 420, 609 0} 120,998 120, 998 
Executive Office of President ----_..- 301, 973 304, 773 304, 773 0 0 0 
Farm Credit Administration -- -—._- 33, 025 32, 125 31, 825 —300 0 —300 
Federal Civil Defense Administra- 

tion..---.---.---~---~------------ 358, 399 460, 219 476,219 | 16, 000 0! 16,000 
o- Communication Commis- 

Sees veel het eomness , 188, 203 190, 074 230, 767 5,500 | 35,193 | 40,693 
poderal Mediation and Conciliation | 

Gebvitbeitsh aa) dieses ou 74, 925 75, 450 96, 418 0} 20,968! 20,968 
Federal Power Commission ..------ 113, 962 113, 962 123, 962 10, 000 0 10, 000 
Federal Trade Commission --.-_-. 169, 686 177, 166 177, 381 0 215 215 
Foreign Claims Settlement Com- 

mission... -..-- : 5 22, 045 22, 945 22, 945 0 0} 0 
General Accounting Office - a 1, 183, 632 1, 179, 999 1, 163,376 | —21, 667 5, 044 — 16, 623 
General Services Administration. 3, 658,678 | 3,430,413 | 3, 430, 413 0 0 0 
Government Printing Office --_-__-- 41, 245 41, 245 41, 245 0 0 | 0 
Health, Education and Welfare 1, 540,129 | 1,796,045 | 1,898, 451 60, 134 42, 272 102, 406 
Housing and Home Finance Agency 129, 512 145, 158 216, 382 60, 880 10, 344 71, 224 
Interior -_-_ -- 3, 780, 372 3, 829, 100 4, 082, 723 85, 000 168, 623 253, 623 
Interstate Commerce Commission -- 433, 108 | 446, 394 455, 394 9, 000 0 | 9, 000 
SE .-s nba n Ader - dee ° ‘ “ 4,043,986 | 4,212,849 4, 237, 601 0 24, 752 | 24, 752 
Labor._...__.- | 754,004} 808,041 | 827, 669 | 0 19,628 | 19, 628 
National Adv isory Committee for 

Aeronautics._- 32, 885 35, 135 35, 135 0 0 0 
National Capitol ‘Planning Com- 

Sa a 10, 980 10, 980 10, 980 0 0 0 
National Labor Relations Board-....| 210,922 | 220,790 | 238904| 3,000| 6,114] 9,114 
National Mediation Board --.-.-- 43, 050 43, 050 43, 800 750 0 750 
National Science Foundation ----- 45, 820 69, 720 82, 720 13, 000 0 13, 000 
Post Office_- hae 4, 652, 142 4, 836, 812 4, 954, 929 118, 117 0 118, 117 
Railroad Retirement Board. ae 22, 704 22, 704 22,7 0 0} 0 
Renegotiation Board. 33, 215 33, 215 33, 215 0 0 | 0 
Securities and Exchange Commis- 

OOM cick es. alsa 172, 553 182, 587 182, 587 0 0 0 
Selective Service Sy ime..<..-<.. | 1,683, 863 1, 703, 437 | 1,770,005 £6, 125 10, 443 | 66, 568 
Smithsonian Institution_- kaos 4, 493 4, 493 24, 493 0 20, 000 20, 000 
State___.___- ._---| 1,130,473 | 1,220,858 | 1, 233, 908 10, 8:0 2,200} 13,050 
Tariff Commission __.- 47, 613 48, 941 48, 941 0 0 0 
Tax Court of the United States. - 45, 581 45, 581 45, 581 0 0 0 
Treasury -......- aoa 11, 562, 263 | 12,088,210 | 12, 402,258 | —10,2°9 | 324,307 | 314,048 
United States courts, judiciary - - -- 2, 320, 736 2, 326, 736 2, 368, 236 23, 5°0 18, 000 41, 500 
United States Information Agency 552, 645 578,225 | — 580, 827 0 2, 602 | 2, 602 
Veterans’ Administration __- | 6,190, 35 6,025,320 | 5,946,902 | —*°8, 418 0 —78, 418 
Miscellaneous (21 agencies) - - . -- 1, 461, 980 1, 614, 429 1, 922, 888 | —27,'"0 335, 459 308, 459 

Subtotal__...................-] 75,355, 350 76, 703, 278 | 78, 288, 450 0 | 344, 174 |1, 240, 093 1, 585, 172 
Purchase, contract space (not dis- ‘| 
SEE <uccadendeieennes fa 0 0 SOR hor ce dh 
am ae fs ieee | 75, 355, 350 | 76, 703, 278 | 78, 301, 450 . ail delat iii | Fs . 








Mr. Trromas. I looked this table over last night. Agriculture is 
getting 113,000 new feet? 

Mr. McContue. That is space they now have. We propose to 
finance itin 1959. Itis reimbursable in 1958. 

Mr. Tomas. You have two different thingsnow. You are required 
to provide additional lease space. Is this additional space throughout 
the Government or is this space that heretofore they have been paying 
for and now it ischarged to youraccount? Which isthis? 

Mr. McContue. The next to last column on page 19, titled “Re to 
Non-re” is space for which we were reimbursed in 1958. It is pro- 








———— nen 
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posed to transfer the funding from appropriations of the other 
agencies to ours. 

Mr. Tuomas. The first column is 1957, then 1958, and 1959. Change 
between 1958 and 1959, net, what is that? 

Mr. McContuz. New space requests from the agency. 

Mr. Tuomas. What is “1357” reports ? 

Mr. McContue. That is a GSA form number for the requests. 

Mr. Tuomas. Your hieroglyphics are easily understood by you but 
not by us. Whatisthe last column? 

Mr. Mepiey. Change from 1958-59 in total square feet. 

Mr. Tomas. How is it changed? Is it changed in the sense they 
are requiring X number of square feet more than they had in 1958 or 
is it a change in that they paid for it themselves with their own appro- 
priated funds and now it has been shifted to you? 

Mr. McContue. First column under the changes is new space that 
they require and have requested us to secure for them or which they 
are willing to give up. 

Mr. Tuomas. That is additional space ? 

Mr. McContue. Yes, sir. The next column is the space they were 
budgeting for last year and now comes to our budget. They were 
using it, and occupying it, and paying for it in 1958. 

Mr. Tuomas. Who makes that arrangement when an agency has 
been paying for its own space? Who says it should be transferred to 
your account? Is it the Bureau of the Budget, you, or the agency ? 

Mr. Meptey. The mechanics work as a three-way deal. Generally 
speaking, an agency has a new program. It wants to open a new 
office somewhere. ‘They will include the space in their budget for 
the first year to see if Congress approves. 

Once the program is approved then they drop it out of their budget 
the following year and it comes to ours. Every year we have a cer- 
train number of those that we work out with the agencies in coopera- 
tion with the Bureau of the Budget. 

Mr. Tuomas. Every agency we have had in here for the last month 
wants so many dollars. “We say “We thought General Services Ad- 
ministration attended to that.” They say “They are, but with our 
money.” 

Mr. Meptey. That is true for the first year. That is why we have 
this table, to show you precisely which agencies are involved, how 
much space and how much money will come : from their budget to ours. 

Mr. Tuomas. The first column is the square footage, then. That 
means additional space that these agencies did not have last year. 

Mr. McConrne. That is correct. 

Mr. Tuomas. Is that it? 

Mr. McContue. They are asking us to acquire that for them. 

Mr. Tuomas. Additional over what they had last year? 

Mr. McContne. Yes. 

Mr. Tomas. Here isthe National Science Foundation, 45,800 square 


feet. for 1957, 69,700 in 1958, 82,720 in 1959. That is an increase of 
13,000 feet ? 


Mr. McContne. Yes, sir. 


Mr. Tuomas. Will you pay for that or will they pay for the addi- 
tional space ? 








| 
| 
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Mr. McContne. We will pay for it. We are requesting $1,214,400 
to pay for the space listed in that column. 

Mr. Tuomas. You have 1,585,172 square feet ? 

Mr. McContue. That is total of new space and reimbursable space 
coming over to us for 1959. 

Mr. Srrawser. Page 17 shows the money amount, $1,241,000 for 
additional new space. That is the money for the column on page 
19, which totals 344,000 square feet. 

The next item, $3,195,000, shown on page 17, is the money for the 
total space of 1,240,000 square feet which this year is paid by the 
other agencies. We would assume that funding next year and they 
would drop it out of their budget. 

Mr. Tuomas. To provide for appropriation directly to GSA for 
rental and building space, and so on. You state that comparable re- 
ductions have been made in the 1959 estimates of other agencies. 

We have already inserted the table in the middle of page 17. 

Government-owned space is up $300,000; leased space, $1,214,000. 
That is for the 344,000 feet. 

Mr. McContne. Yes, sir. 

Mr. Tuomas. Is that all in the District? 

Mr. Purutires. Principally outside the District. 

Mr. Tomas. Cost of space supplied to other agencies on a re- 
imbursable basis, $3,195,000. That is item 3, which states: 

To provide for appropriation directly to GSA for rental and building services 
furnished to Federal agencies on a reimbursable basis. 

Why are you asking for the money if they pay you back? 

Mr. McContne. It will not be reimbursable next year. They pay 
for it in 1958. It will be in our budget and we will pay for it in 1959. 

Mr. Srrawser. This is an item the committee went along with for 
the last several years. 

Mr. THomas. Why did you put 1958 there, then? You left out the 
significant part of the request there when you said “Not in 1959.” It 
reads as though you are getting paid for it. That is what prompted 
me to ask you the question I did. 

Mr. Srrawser. You are correct, sir. 

Mr. Tuomas. $15,600 is for the lease-purchase space; $500,000 for 
civil defense, then increased contribution to retirement fund. We 
need not go into the last two items. 


WORKLOAD, COSTS, AND UNIT COSTS 


This is an excellent table on page 21. I wonder if we could improve 
onitsome? You have operation and protection of Government-owned 
space in the District of Columbia and outside of the District of Colum- 
bia. What items go into operation and protection ? 

Mr. Srrawser. Cleaning a building, protection of the building, oper- 
ation of mechanical equipment, and so forth. 

Mr. Tromas. You have 2 or 3 subheads set out some place showing 
just what it means. 


i 
' 
} 
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Mr. Srrawser. You probably refer to page 32, Mr. Chairman, of the 
buildings-management fund which gives the details of the entire 
operation. ‘ 

Mr. Tuomas. You are exactly right. I have written “Where is the 
number of jobs” and the same thing on this table. Either one could 
be expanded without too much trouble, the one on page 32 or the one 
on page 21. Page 32 is in a little more detail. at is the table we 
want. Insert page 82 in the record. 

(Page 32 referred to follows:) 
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Estimated distribution of employment by source of financing 





1959 
Operating expenses, Public Building Service_................. 14, 176 
or onal SI SUI ec ccnc.oyennunpunaboulnaingniomninn 1, 483 
Other GSA appropriations.......................-.-..--...--- 675 
ROG BNI oo aida ddidackencrendbabugusblbhbiiaeusinsihbid 3, 926 
Total average employment, Buildings Management 
Wh Sha ntincguneecoqscongivadansbadaactiieeeonaan 20, 260 


Mr. Tuomas. To answer my question of what is meant by “Opera- 
tion and protection,” one is cleaning, protection, which means the 
guard force, and you have other operations, fourth category of gen- 
eral expenses, ped another is “B. M.” overhead. What is “B. M.” 
overhead ? 

Mr. Puiures. Supervision for the activities. 

‘ “ey Tuomas. Does this table come from the general operating 
und ? 

Mr. Puiures. That is the estimated distribution of employment 
under the Buildings Management Fund. 

Mr. Tuomas. Is page 360 the big table summarizing all GSA 
employment ? 

Mr. Meptey. Yes, sir. 


BUILDINGS MANAGEMENT EMPLOYMENT 


Mr. THomas. You refer to page 360 which is way back here in the 
next to the last tab, “Summary of Employment.” rn to that sheet. 
How many people are involved in each activity ? 

You lump them under some 20,000 people in the Buildings Manage- 
ment Fund. How do you break them down? 

Mr. Srrawser. That is broken down on page 32 which you looked 
at previously. The 1959 column totals 20,260 for the Buildings Man- 
agement Fund, which is the last figure in the lower right-hand column 
of page 32. 

Mr. Tuomas. You have a breakdown of Repair and Improvement. 

Mr. Srrawser. Those are employees paid from the Buildings Man- 
agement Fund engaged in work appropriated for under the “Repair 
and improvement” appropriation, totals 1,483 in 1959. 

Mr. THomas. What do they do? They are not shown on the table. 

Mr. Puriuies. I can give you the last breakdown of that. 

Mr. Tuomas. In “Operating Expenses, Public Buildings Service” 
you charge 14,384.2 man-years. That is average employment? 

Mr. Putures. Yes, sir. 

Mr. Tuomas. At a total cost of $54,958,000? 

Mr. Putxies. No, sir. 

Mr. Tuomas. $62,514,000? 

Mr. Meptey. Roughly $126 million in 1958, Mr. Chairman. 

Mr. Tuomas. That is the whole cost charged to “Operating Ex- 
penses, Public Buildings Service” for buildings management ? 

Mr. Meptey. Yes. 

Mr. Tuomas. Do you charge it all under this fund ? 

Mr. Meptey. Yes, it all goes through this fund ? 

Mr. Tuomas. Sooner or later it does, yes. 
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We want you to break down this 20,000-plus people. Tell us how 
you break it down. 

Mr. Putts. Broken down into categories of cleaners, elevator 
operators, mechanics, guards, communications people, and building 
management overhead ¢ 

Mr. Tuomas. Let me suggest you take this table on page 32 and add 
another column. You show your total costs and average square feet 
and unit costs. 

Let us insert another column there and expand on that. You set out 
definitely two categories, cleaning and protection. Then you have 
other operations, general expenses and building management over- 
head. State specifically the three other categories besides cleaning 
and protection. 

Mr. Pututres. Mechanics, guards, laborers 

Mr. Tuomas. Protection? Is that not guards? 

Mr. Puiuuies, That is right. 

Mr. Tuomas. What is the breakdown of the 20,000-plus employees 
according to these 5 subheads you have here? Nowhere do [I find it in 
your entire justification. 

Mr. Putriips. I can give you this breakdown for 1957. Cleaners, 
6,703 

Mr. Tuomas. What do they cost for 1957? I see $20,700,962? Is 
that what they cost in 1957? 

Mr. Meptry. Roughly $25 million. That is the addition of items 
la and 2a. 

Mr. Tuomas. I am looking at your table for 1957. It states $20 mil- 
lion plus for cleaning. 

Mr. Mepixy. That is only for Government-owned space. — 

Mr. Tuomas. You have to add the $4,338,576 for leased space to it? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What does it add up to, around $25 million? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. How many employees? 

Mr. Puituires. 6,703 in the cleaning category. 

Mr. THomas. What is it for 1959? 

Mr. Puimures. Roughly the same total with no change in the 
cleaning. 

Mr. THomas. What about protection? 

Mr. Putiuires. 2,900 for protection. 

Mr. Tuomas. If you follow this table on page 32 you will have to 
break your figures down between leased and Government-owned space. 
Will you do that when you correct your remarks? Can you do that? 

Mr. McContne. They are broken down in various categories but 
do not follow this pattern. We can do it, however. 

Mr. Tuomas. The information is available ? 

Mr. McContue. Do you-want me to read these figures of all the dif- 
ferent categories of personnel ? 

Mr. Tuomas. In your book or mine? 

Mr. McContue. In my book. 

Mr. Tuomas. AJ] right. 

Mr. McConrne. Cleaners 6,708, elevator operators 1,433, mechanics 
4,966, guards 2,900, laborers 550, communication 1,112, other operations 
1,372, and BM overhead 379. 
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Mr. Tomas. What is BM overhead ? 

Mr. McContne. Buildings management overhead. 

Mr. Tomas. What do the 379 people do? 

Mr. Putuies. They are our top supervisory staffs in the regional 
and central office. That is under the buildings nepegenint category. 

Mr. Tuomas. Part of the 2,900 we spoke of a while ag 

Mr. Puuutrs. No, sir. The 2,900 are guards, the 05 i is the super- 
visory staff in the central office and each regional office. 

Mr. Tuomas. This is the second layer that I was talking about? 

Mr. McContne. This is the operating supervision. 

Mr. Tuomas. I referred to three levels and Mr. Medley gave us the 
first level and now we get into the second layer. 

Mr. McConrne. These are people who do the supervisory work over 
buildings management and related services for over 105 million 
square feet of buildings for which we are responsible. 

Mr. Mis. The Administrative Operations fund covers staff activ- 
ities and not operations. I think there is some confusion on that. We 
try to avoid duplication of staff activities. There is one staff activity 
in connection with legal services and financial services which cuts 
across the board for all the operating programs. I do not think there 
is a triple layer. 

Mr. Tuomas. That is a good explanation. As to those figures you 
gave us, were they for 1957 ? 

Mr. McContne. 1957. 

Mr. THomas. Extend it for 1958 and 1959. 

Mr. Putuirs. We will provide that, sir, by adding columns for 


employment on the copy of page 32 which you previously asked to be 
inserted in the record. 


PROVISION FOR SPACE IN ESTIMATES OF OTHER AGENCIES 


Mr. Jonas. I remember we handled funds 3 Selective Service 
and the Housing and Home Finance Agency. I did not remember 
anything in their justifications giving them author ity to acquire addi- 
tional snace. 

Mr. Tuomas. Which one is that? 

Mr. Jonas. Selective Service System and Housing and Home 
Finance. 

Mr. Tomas. We have not had Housing yet. 

Mr. Jonas. But we heard Selective Service. That is over 56,000 
square feet of additional space for them. 

Mr. McContne. Plus 10,000 which last year was reimbursable. 

Mr. Tromas. They haven’t had any more employees. 

Mr. McConrme. This is from formal requests from the agencies. 

Mr. Jonas. Do you just acquire space if the agency asks for it 
without authorization ? 

Mr. Srrawser. We sent out form No. 1357, indicated at the top of 
the column, to all Government agencies. We asked how much addi- 
tional space they would require “to meet the programs included in 
their 1959 budg et. 

They furnished that information tous. When we got the informa- 
tion from all of the agencies we transmitted it to the Bureau of the 
Budget. Their examiners handling the other agency accounts checked 
these figures. The Budget Bureau advised that this is the amount of 
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additional space that they have worked out with those agencies and 
agree mol’ be required for their Pe in the 1959 budget. 

Mr. Jonas. Does not somebody have to justify before some app 
priations subcommittee the acquisition of this additional space be 
you acquire it? 

Mr. Srrawser. They have to justify their programs to the Bureau 
of the Budget and Congress. 

Mr. Jonas. I do not remember anything in the Selective Service 
justification for additional space. 

Mr. Srrawser. We have budgeted for the space. 

Mr. Jonas. For them ? 

Mr. Srrawser. For them for the programs that you review. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


ro- 
ore 


“INCREASE IN COST OF LEASED SPACE 


Mr. Tuomas. Why the general increase, anyway? Here are two 

at big agencies, the Atomic Energy Commission and the Central 

ntelligence Agency. They both have two big completed buildings, 
and are about ready to occupy them. 

Mr. McConrue. Not the CIA, sir. That building is still in the 
— stage. 

r. THomas. Take the Atomic Energy Commission. 

Mr. Jonas. They are on the minus side. 

Mr. THomas. y should the general bill increase? What ha 
pens to that space? Why shouldn’t you reflect this reduction ? We 
go out and build thousands of dollars’ worth of buildings to carry out 
this program in the District of Columbia. I have a feeling you 
wouldn’t come in here the next year and show a 5-cent reduction in 
your rental bill. What happens to those square footages that they 
give up when they erect the new buildings? It is never reflected in 
your justification. 

Mr. Jonas. Here is the National Science Foundation who tell us 
they are moving into a Government building. Yet they are down for 
13,000 additional square feet of space. 

Mr. Yates. But they are nennOe their operations. Their appro- 
priations budget request has been trebled. 

Mr. Jonas. Where is the 13,000 square feet to go? 

Mr. Botanp. They are going to the old building the AEC is releas- 
ing. That is a good question. Why do they need 13,000 additional 
square feet? 

Mr. Yates. Maybe that is the building. 

Mr. Botanp. That is what we don’t know. Is it? 

Mr. Jonas. That is a Government-owned building they are moving 
into. This is rental space. 

Mr. Yates. This is both, Government owned and leased space, ac- 
cording to the heading on this. This isn’t the only leased space. In 
other words, if the National Science is moving into a Government- 
owned building, it would still be included on this list. 

Mr. Tuomas. But they are asking for money. It won’t be on that 
list if they didn’t want money, would it? 

Mr. Yates. They aren’t asking for any money on this. 
Mr. Tuomas. Yes, they are. 
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Mr. Yates. That is square footage. 

Mr. Mepuey. Look on page 16. 

Mr. Fiorrr. I know these figures were made up before it was de- 
cided National Science Foundation was going in this building. 

Mr. Txomas. While they are looking up that information, tell us 
about the general proposition. Whenever you build a Government 
building, you ab 40 or 50 million dollars on it and the next year it 
is never reflected in your rent bill. Your rent bill is going up every 
year. 


Mr. Froere. We haven’t built many Government buildings for sev- 
eral years. . 

Mr. McConrne. We are destroying temporary space, too. You are 
on a very good point, Mr. Chairman. But we can’t control it. We 
have to supply the space for the programs and the people. 

Mr. Tuomas. That is just the question, you see, that Mr. Jonas has 
raised a while ago. 

Mr. Botanp. Did they justify the additional space? Who can con- 
trol it? Maybe that is the answer. Do you look for this committee 
to control it? 

Mr. Poorman. May I explain this off the record ? 

Mr. Tomas. Yes. 

(Off the record. ) 


REDUCTIONS FOR FISCAL YEARS 1957 AND 1958 


Mr. Tuomas, Gentlemen, that detailed explanation by my friend, 
Mr. Poorman, is all right. We have cut this rent bill time and time 
and time again. Every time we cut it you come right back in the 
following spring or fall with a supplemental and say “We can’t control 
this item.” You say “We have just got to have the money.” I haven’t 
seen it fail yet. Am I right or wrong, Mr. Medley? 

Mr. Mepiey. Not quite, sir. 

Mr. Yates. Not quite what? 

Mr. Meptxy. You cut us in 1958 and we haven’t been back. 

Mr. Tuomas. That is the time when we consolidated your emergency 
space with your regular, was it not? 

Mr. Meptey. No, sir. Defense and regular was consolidated for 
1957. I was speaking of 1958. 

Mr. Tuomas. How much did we cut you last year? 

Mr. Meptey. I don’t have the figure with me but you made a sizable 
reduction. 

Mr. Tuomas. We will get that figure. 

Mr. Meptey. The House cut us $14 million. 

Mr. Tuomas. Under what year? Under 1957? 

Mr. Mepiey. The House cut the budget estimate $14 million and for 
1957 the House cut the budget estimate by $6 million. 

Mr. TuHomas. What was your 1957 appropriation ? 

Mr. Meptey. I am looking at the committee’s report. 

Mr. Tuomas. What was your total appropriation ? 

Mr. Meptey. Operating expenses $131,950,000 for 1957. - | 

Mr. Tuomas. The figure you gave is for the entire Public Building 
Service ? 
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Mr. Meptey. Yes, sir; for operating expenses, Public Building 
Service. We had a budget estimate of $142 million Mr. Chairman. 
The committee allowed us $127,464,000. 

Mr. Tuomas. For what year! 

Mr. Meptey. For 1958. 

Mr. Tuomas. We have here actual $122,484,000 is what you esti- 
mated you would spend just for Buildings Management. We gave 
you in round figures $111 million in 1957. You increase it $11 million 

ast year and you want to increase it $8 million this year. It goes 
up every year. 

Mr. Mepiey. You cut us in 1958. 

Mr. Tuomas. Your estimate, but the dollar amount was more than 
you had in 1957. 

Mr. Mepiey. Yes, that is true. 

Mr. Tuomas. That is what you go by. 

You had more dollars to spend in 1958 for Buildings Management. 
than you did in 1957 by the tune of $11 million. 

Mr. Mepiey. In 1958 we had the contributions to the retirement 
fund, which doesn’t make it comparative with 1957 really. 

Mr. THomas. Did you absorb it last year ? 

Mr. Meptey. No, sir. That is why I am saying that is a big part 
of the increase from 1958 over 1957. 

Mr. THomas. Say you absorbed it and deducted from it. You 
would have $7 million more to spend for rent in 1958 than you had 
in 1957. 

Mr. Meptxy. No, sir. 

Mr. Tuomas. Straighten usout,then. Get your own figures. 

Mr. Meptey. All right. In 1957 we had’ $131 950,000. We pre- 
sented a budget estimate of $142 million for 1958—- 

Mr. Tuomas. We are talking about for your rent expenditures 
alone, or pay for square footage. We are not talking about your 
other activities connected withy our operation. 

Mr. Meptey. I will have to supply that for the record, Mr. Chair- 
man. 

Mr. Tuomas. Yet you are arguing with me and I am looking at 
the budget. 

Mr. Meptey. I still would like to check the figures. 

Mr. THomas. All right. 

It looks as if you are on the increase every year for rental space. 
I don’t know what the answer is. Is the answer to put all the agencies 
back like we had them in the old times and let them fight their own 
battles and get what they can, or try to let General Services continue 
to operate? 

Mr. Meptey. I would like to submit a short table for the record 
to show that our total expenditures for leased space have gone down. 

Mr. THomas. All right, let’s see what you can do about it. 

(The following was submitted :) 
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Expense of rented space by years, 1953-69 


Direct appro-| Reimbursable 
priation 


$18, 683, 901 
17, 261, 760 
. 14, 964, 945 
1956 (actual) ~ . ‘ 19, 713, 081 
1957 (actual) 
1958 (program) 
1959 (estimate) _..______- 


GSA AUTHORITY TO CONTROL USE OF SPACE BY OTHER AGENCIES 


You have no authority to go into.an agency and say “You want 
3X space and you are entitled to 244X space, and that is all we are 
going to give you.” 

You don’t have that authority, do you? 

Mr. Boxtanp. They don’t have the authority to tell these depart- 
ments where they are to be housed or how much space they can have? 

Mr. Tuomas. You don’t have any authority to tell them where to 
go or how to move or how much space to use when they get there. 

Mr. Botanp. The Department of State has 3 rooms on the corner 
of 16th and Massachusetts. They have 3 or 4 rooms there that the 
Department set up for public relations offices. I don’t know what they 
pay, but it is probably a good sum. I would think they could find 
three rooms in some Government building in Washington very easily. 
You can’t tell the Department of State they can’t occupy that space, 
can you? 

Mr. Forte. That is a weakness. 

Mr. THomas. You can’t tell them how much space they are going 
to use or where they are going to use it, can you ? 

Mr. McConrue. We can only do it through persuasion. We are 
working all the time to improve their layouts and to improve their work 
flow and efficiency, hoping to save space. 

Mr. Tuomas. That is not the question. We think you do a tre- 
mendous job with the authority -you have. We think you ought to 
have more authority, because as Mr. Boland pointed out, you can’t 
go in and say “Gentlemen, you are going to use less space, or you are 
going to get out of this space and move here.” 

You can’t do it. I am inclined to think somebody in the Govern- 
ment ought to have the authority to make them do it. If you folks 
are experts, you certainly ought to have the authority to work your 
judgment. 

Mr. Jonas. State Department is down for 10,000 more square feet. 


PROBABLE TOTAL COST OF STATE DEPARTMENT BUILDING 


Mr. Tuomas. Look at the new building they have. How much is 
that building going to cost before you get through with it? How 
much of an overrun will you have on it? 

Mr. Fioerr. On the cost ? 

Mr. Tomas. Yes. 

Mr. Frorrr. We aren’t going to have any overrun on that State 
Department cost, are we ? 
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Mr. Poorman. The committee appropriated substantially less than 
our estimate. We are endeavoring to live within the reduced appro- 
priation. 

Mr. Tuomas. What is it going to cost you, around $46 million? 

Mr. Poorman. We have obligated some $38 million for two demoli- 
tion contracts, for the basic construction and for the escalators and 
elevators. 

Mr. Tuomas. What is the total bill, land cost and everything? 

Mr. Poorman. We owned all that land. 

Mr. Tuomas. We had to buy it before we owned it. 

Mr. Poorman. I don’t know. That was purchased years ago. 

= Tuomas. How much a square foot is that building going to 
cost 

Mr. Poorman. It is rather favorable. The cost is $22.20 per gross 
square foot. 

Mr. Jonas. What was the demolition cost ? 

Mr. Poorman. We had one contract that called for demolition of 
some tempos and also a foundation. The principal demolition was a 
$94,000 item. 

Mr. Jonas. I saw on television last night where a gentleman in New 
Jersey drove a Sherman tank through a building 3 times and tore it 
down in 6 minutes. 

Mr. Poorman. We got it down in 3 minutes, but hauling away was 
the problem. 

ESTIMATE FOR BUILDINGS MANAGEMENT 


Mr. Tuomas. Gentlemen, did we = page 23 in the record? If not, 
put pages 22 through 24 in the record. 
. (Pp. 22 to 24, inclusive, follow :) 


(a) Operation and protection of Government-owned space.—The increase of 
$300,000 is required to pay for increased electrical consumption resulting pri- 
marily from expanded use of electrical equipment by agencies such as electrical 
computers and air-conditioning machinery. 

No provision is made for cost in 1959 of annualizing wage board rate increases 
effected during 1958 nor for those to be effected during 1959. Financing will 
be requested in a supplemental estimate during 1959 as contemplated by section 
210, Public Law 85-48. 

(b) Rental, operation, and protection of leased space.—The increase of $4,409,- 
400 for 1959 is due to the following changes in workload and unit cost. 


Net square Unit cost | Cost 
feet 


Avene permed: Gi) GG06 1005... 5. 22 no oe en nesesenshee 21, 707, 000 $2. 414 $52, 399, 400 
Space reimbursable in 1958................---------.-----. 1, 241, 000 0.009 3, 195, 000 
Agency space requirements... .......-...-...-...-...-... 344, 000 0, 016 1, 214, 400 


Average workload and cost 1959_........................ 23, 292, 000 2. 439 56, 808, 800 


The total workload increase is 1,585,000 square feet above the 1958 average. The 
additions include 1,241,000 square feet of space financed during 1958 by reimburse- 
ment from tenant agencies and 344,000 square feet of space to accommodate 
increases in space requirements of tenant agencies as formally reported to and 
verified by GSA and the Bureau of the Budget. 

The increase of 2.5 cents in unit cost above 1958 is to provide for the higher 
than average cost of new space which must be leased to meet agency space require- 


ments and the higher than average cost of space financed through reimbursement 
during 1958. 
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The amount of rent in the District of Columbia included in the total cost of 
leased space for 1957, 1958, and 1959 is $2,211,741, $3,921,000, and $4,245,000, 
respectively. 

(c) Operation and protection of purchase-contract space-——The increase of 
$15,600 is to provide for full year operation of the Rock Island, IIL, building 
completed and occupied during 1958. 

As additional buildings are completed for occupancy near the end of 1959, ad- 
justments will be made to cover financing for such space. 

(d) Moving, alterations, and furniture-—The 1959 program provides for con- 
tinuation of the 1958 level. 

(e) Operation of communications facilities —The increase of $500,000 for 1959 
is to provide for a segment of the third phase of the program for relocating and 
expanding facilities of the GSA rapid-written communications system in connec- 
tion with maintaining continuity of Government operations in event of an emer- 
gency. Funds were provided in 1958 for phases 1 and 2 for the relocation of one 
switching center and 20 stations and the addition of an alternative center. The 
increase for 1959 provides only for distribution circuits and related equipment 
at agency relocation sites but does not provide for staffing and operating the 20 
relocated system stations. 

(f) Maintenance of reserve and surplus properties——This item provides for 
the protection and maintenance of industrial reserve and surplus properties. As 
shown in exhibit A, which follows, the reduction of $58,000 during 1959 reflects 
the disposal of certain properties. Rental income from leased reserve and surplus 
properties totaled $6,584,000 in 1957 and is estimated at $5 million in 1958 and 
$4 million in 1959. 

(1) Reserve properties.—Under Public Law 883, 80th Congress, a reserve of 
Government-owned industrial plants is maintained. This entails establishing 
working standards for the scope, methods, priority, and estimated cost of lay- 
away operations, protection, maintenance, alterations, restoration, and dismantle- 
ment of units in the plant reserve. It includes performance of standby mainte- 
nance, protection and safeguarding of such units, and administration of leases 
and term sales applicable to reserve properties. 


Performance cost: 
BOUT acc apn beng esti dicate gd cagiehid dowien cack dlnadpaohia Ai niaih nied iescsacieila connate $227, 687 
FR acted oedctnadionn so spate hnn Ste enna eo ectaieh ais apatites ona pase tse eee 283, 800 
Pume ss O eii  Be ee se O 300, 


The 1959 stimate, based on individual plant requirements as set forth in ex- 
hibit A, provides for protection and maintenance of seven properties. 

(2) Surplus properties,—Under Public Law 152, 8ist Congress, minimum main- 
tenance is provided certain excess and surplus real properties, pending disposal 
action. This entails protection, maintenance, and management of excess and 
surplus real properties, pending disposal. It includes the management of term 
sales, leases, permits, licenses, and other occupancy agreements involving real 
properties under the jurisdiction of GSA. 


Performance cost: 
TGF... Sougsets ode da tereiy ie ass -aigheseb bats y lagecuusts uaa $400, 514 
a Tick nsehirsatieis cee csi hte i 410, 200 
PII ical Binet bdin a uhgssts dy nthe icssnsamesnn cpenstgstearmpatinneeanapteienendtcmenmenie dddeciem auiemaiinaen 335, 100 


The 1959 estimate, based on individual property requirements as set forth in 
exhibit A, provides for protection and maintenance of 12 properties, compared 
to 23 in 1958. An extensive workload continues despite an aggressive disposal 
program performed under activity 2; Acquisition and disposal. Surveillance 
and a minimum of maintenance must be provided certain properties to protect the 
Government’s interests until disposal action can be effected. 

(g) Payments in lieu of tares:—Title VII of the Federal Property Act (69 Stat 
721) provides for the payment of real property taxes on certain properties trans- 
ferred by the Reconstruction Finance Corporation to any Government depart: 
ment which become due during the period January 1, 1955, to December 31, 1958. 
Performance cost: 


e00T. (isoe the yebr). 2a les spi eo ee oe $772, 006 
1968. (1057 tam yesepZails0A Oo lk Ie A ei Bh 696, 000 
1OGD (2008; ti year) wtoil cc siditloeosa atk etm 678, 000 


Real property taxes predominantly are levied on the basis of a calendar (tax) 
year which does not correspond with the Government’s fiscal ‘year for which 
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appropriations are made. It is contemplated that an appropriation for a certain 
fiscal year is to cover payments in lieu of taxes for the tax (calendar) year 
which closed midway of the fiscal year. Thus, appropriations for fiscal years 
1957, 1958, and 1959 are requested for payments in lieu of taxes for tax (calen- 
dar) years 1956, 1957, and 1958, respectively. 


The 1959 estimate is based on payments for the tax (calendar) year 1958 on 
31 properties which are listed on the following exhibit B. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services.—No personal services for this item are paid directly from 
appropriated funds. 

Travel.—$137,900 based on 5,560 days at $23 per travel-day for normal direc- 
tion and supervision of building operations throughout the country, plus $10,000 


for local streetcar and other public transportation costs for mechanics and cus- 
todial employees. 


Other contractual services.—$130,090,100 for all costs in connection with the 
buildings management activity except travel, office furniture, and equipment. 
The initial charge for costs under this object is made in the buildings manage- 
ment fund and reimbursed from this appropriation. 

Bquipment.—$700,000 for normal replacements of office furniture and furnish- 
ings for agencies housed in Government-owned buildings outside the District 
of Columbia and for office furniture and equipment in administering the build- 
ings management program, where such replacements cannot be made from 
excesses developed through reduction in Government operations. 


OPERATION AND PROTECTION OF GOVERNMENT-OWNED SPACE 


Mr. Tuomas. Operation and protection of Government-owned 
space. 
EFFECT OF CLEANING BY CONTRACT ON GSA EMPLOYMENT 


Gentlemen, I don’t want to belabor this point at all. I am not 
going to. You say there is no change in the guard bill for 1959 or 
1958. The Commissioner detailed for us the number of employees. 
There is no change in cleaning for 1958 or 1959. Yet you turn around 
and say you are going to put 25 or 30 buildings under contract for 
cleaning and so forth next year, and that is not reflected in this item. 
How - you make that jibe? Why isn’t it reflected in your employ- 
ment ¢ 

How many employees are there in those 12 or 15 or 20 buildings 
you are going to put under contract for cleaning, and how many em- 
ployees were formerly in the space under contract now? 

one of them is reflected as a reduction in your employment. It 

is the same as every year. Your employment goes up and your space 

a up. It never goes down. How many employees do you have? 

ow many of those buildings are you going to put under contract 
next year for cleaning? Was it 12 or 20? 

Mr. Putitrs. We have up-to-date figures right now, Mr. Chair- 
man. We have 37 buildings of large type. 

Mr. Tuomas. Right now? 

Mr. Putiures. Yes, sir, under cleaning contracts. 

Mr. Taomas. How many employees are there in those buildings? 

Mr, Puiiures. 485. 

Mr. TxHomas. How many will there be for next year ? 

Mr. Putiiies. We're contracting now for about 5.6 percent of the 
space. We hope to move it up between 15 and 20 percent. That is 
a goal that we are shooting for. 
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Mr. Tuomas. How many employees will that be? 
Mr. Putures. I couldn’t say definitely. 

Mr. Tuomas. What is viabbent guess ¢ 
Mr. Pumuies. I would say around a thousand employees by the 
end of 1959. 

Mr. Tuomas. That is 1,500 employees. How many did you say 
there were in 1957? 

Mr. Purixtes. 485 in 1957 and 1958. 

Mr. Tuomas. That is 1,500. Where is that reduction reflected 
either in 1957, 1958, or 1959? 

Mr. Mepiey. Page 29 shows the summary employment for this 
activity. It shows a decrease from 14,384 in 1958 to 14,176 in 
1959. 

Mr. Tuomas. Does that jibe with the figure Commissioner McConihe 
read into the record a while ago ¢ 

Mr. Meptey. I think so. 

Mr. Tuomas. Where are they, on the green sheet ¢ 

Mr. Meptey. Yes, the total figure. These figures agree with those 
on page 32. 

Mr. Tuomas. That is not the figure Mr. McConihe gave. 

Mr. MeContrueg. Those are 1957 figures I read into the record. We 
have already indicated we will supply that breakdown to you for 
1958 and 1959. 

Mr. Tuomas. That is your total figure. Those figures you gave us 
are not responsive to the question. 

Mr. Meptey. It doesn’t break it down in category. In summary is 
all I was trying to point out. 

Mr. Tuomas. In summary you show a reduction of about 208 
people. Is that right? 

Mr. Meptey. Yes, sir. ° 

Mr. Tuomas. Out of 14,000. 

Mr. McContuz. We are making every effort to reduce, Mr. 
Chairman. 

Mr. Tuomas. Certainly you ought to show a reduction of 1,500 
employees, if you are going to put those buildings under contract. 

Mr. Puiurps. On page 32, you will see the reduction trend. 

Mr. Tuomas. What are you talking about now ? 

Mr. Puitiips. You will see a trend for 1957 to 1959 in Employ- 
ment Under Operating Expenses, PBS. 

Mr. Tuomas. In total? 

Mr. Prius. Yes, sir; in total. 

Mr. Tuomas. Where is that figure ? 

Mr. Puitiirs. The employment figure at the bottom of the page. 

Mr. Tuomas. Where is your trend ? 

Mr. Puiiurps. In 1957 we show 14,331. 

Mr. Tuomas. You show an increase in the next year. 

Mr. Prius. In 1959 we show a reduction to 14,176. 

Mr. Tuomas. You skipped the increase of 53 from 1957 to 1958. 
Do you want to mention that? 

Mr. Srrawser. The committee approved an increase in our appro- 
priation for 1958 for partially upgrading our substandard cleaning 
which would provide for additional employment. 
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Mr. Puuuirs. The! increase would be about 600 people. We have 
absorbed most of these by the use of contract cleaning. 

Mr. Tuomas. You pointed that out, didn’t you, Judge? 

Mr: Pures. I should think that would be better than the record 
shows. 

Mr. Tuomas. We join you in that hope. You get some better figures. 
Don’t rely on the figures. Rely on that hope. 

Mr. Poorman. There is a decrease of 208 between 1958 and 1959, 
indicating that expectation. 

Mr. Fiorre. Could I ask a question off the record ? 

Mr. Tuomas. Yes. 

(Off the.record.) 

Mr. Vurseiu. Do you figure you are doing a better grade of work 
and ultimately will reduce the number of people? 

Mr. Fioere. We think we will reduce the cost to the Government, 
but we have got to reduce the number of people to accomplish that. 

Mr. Tuomas. Are you saving money and doing better work? Is it 
worth the money / 


NEED FOR AUTHORITY TO CONTRACT FOR LONGER PERIODS 


Mr. McContuz. We feel we ultimately will. There are a lot of 
problems to be worked out in this contract cleaning. We need addi- 
tional authority. By that I mean we only have 1-year contractin 
authority now. We have difficulty in getting good contractors to bi 
with that 1-year authority. They have to put up quite a capital outlay 
to take on one of these big buildings. We ought to have additional 
contracting authority. 

Mr. Fuoere. Weare asking for it in our legislative program. 

Mr. Yates. When you say “quite a bit,” how much do they have to 
put out? 

Mr. McConrue. I don’t know that we have figured out the cost of 
cleaning equipment, washing equipment, vacuum machines, trucks. 
It would be sizable. 

Mr. Yates. On the order of what? Can you give us an estimate or 
guess ? 

Mr. Tuomas. Take a building that employs a couple of hundred 
cleaning people. That would be a big building; wouldn’t it? 

Mr. McContue. We would have to analyze each building. Those 
big machines are expensive. A waxer costs approximately $500. 

Mr. Yares. If you are going to ask for authiaaty to sign contracts 
that run for longer than a year you will have to come in and justify it. 
I wondered if you had any idea as to what the costs were? 

Mr. McContne. I think that is a very good point. The cleaning 
equipment required for a 500,000 net square foot office building would 
cost approximately $7,000. 


FUTURE PROSPECTS OF CONTRACT CLEANING 





Mr. Boxtanp. Actually, if you had good supervising personnel and 
good Government employees to do the job in the Federal buildings, 
they could do as good a job as the contract cleaner can. 

Mr. Yates. This is the fight they have had in previous years with 
John Phillips. 
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Mr. Botanp. Do you feel you get a better job done by contracting 
than you do with regular Federal employees? 

You ought to know from the experience you have had now. 

Mr. Yates. You ought to talk to Bert Reynolds. Do you remember 
when John Phillips used to ask those questions ? 

Mr. McConrue. Generally, I think private industry is coming over 
to contract cleaning, which I think in a way answers your question. 
They think they can get a better job in theend. The contract cleaning 
business is a reasonably new business. 

Mr. Tuomas. And it isa growing business. 

Mr. McContue. It is expanding. We haven’t had a great deal of 
experience in this because I don’t think we have been doing it for more 
than a year or so. 

Mr. Botanp. I have seen this problem in the post office in Spring- 
field, Mass. There are Federal employees there. They had a change 
in supervisor personnel about a year ago. The building is in much 
better shape now than ever before. He does a magnificent, really a 
good job with the building, as good as you can get by any contract 
cleaner, or better. He takes a terrific pride in the job, as compared 
to the former supervisor, who didn’t care whether the building looked 
well or not. I think it makes a great difference in the personnel. 

Mr. Tuomas. Industry is coming around to contract cleaning. I 
happen to know there is a whole lot of truth in that. There is a firm 
in my town—or 2 or 3 firms, as a matter of fact—that go out and do 
that work. They clean your building for so much per month, per 
foee CNR O aT you want it contracted for. It is a new but growing 

usiness. 

Mr. McContne. They are even getting into the business of cleaning 
private houses. There are firms that will clean your house so you 
won’t even have to own a broom or vacuum cleaner. 

Mr. Tuomas. That is going a little fast. 


PAYMENTS IN LIEU OF TAXES 


Gentlemen, we have just about covered this pretty thoroughly, 
except as to payments in lieu of taxes. 

Mr. Srrawser. That is at the bottom of page 23. 

Mr. THomas. We have put page 23 in the record. Let me read this. 

Payments in lieu of tawes.—Title VII of the Federal Property Act (69 Stat. 
721) provides for the payment of real property taxes on certain properties 
transferred by the Reconstruction Finance Corporation to any Government 
department which become due during the period January 1, 1955, to December 


31, 1958. 

It applies only to RFC, a Government corporation, and that is in 
lieu of taxes. That is the only example of where Government pays 
real-estate taxes; is that correct? 

Mr. Frorre. A Government corporation, you say, or the Govern- 
ment? On lease-purchase buildings we pay taxes. 

Mr. Tuomas. We haven’t got that program in operation yet, Judge. 
We have it on only one building. 

Mr. Frorre. Excuse me. One. 

Mr. Tuomas. For 1957 that bill was $772,006 ; for 1959 it is $678,000. 
How many pieces of property are you paying on ? 


22311—68—pt. 2———_6 
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Mr. Srrawser. They are listed on page 27. 
Mr. Tuomas. This is the first year you have had that ? 
Mr. Strawser. No, sir; this has been going on for several years. 
Mr. Tuomas. Did they transfer any other property to you this 
year? The Treasury transferred to you RFC itself, or what is left 
of it. 

Mr. Srrawser. Yes, sir. 

Mr. Tuomas. How many pieces of property do you have set out 
here ¢ 

Mr. McContrue. 31 properties in 1959. 

Mr. THomas. How many did you have this last year ? 

Mr. McContne. 32 in 1958 and 35 the year before. 

Mr. THomas, Let’s put this table in the record. It starts on page 27 
and includes page 28. Put those two pages in the record. 

(Pp. 27 oa 28 are as follows:) 






Payments in lieu of taxes, tax years 1956, 1957, 1958 


























1957 fiscal 1958 fiscal 1959 fiscal 
Location of property year funds, | yearfunds, | year funds, 
1956 tax year | 1057 tax year | 1958 tax year 
(35 properties) | (32 properties) | (31 properties) 

































Alabama: Gadsden—Repmublic Steel. ._....._.......--..--...- $37, 889 $40, 000 $40, 000 
California: 
Chuls Viste—Rohr Atroraft_....................-..-..-.-- 77, 486 82, 600 82, 600. 
Manteca—Permanente Metals---__- pi binbblosbte thie =e 5, 144 10, 300 10, 300 
Connecticut: Canaan—New Engls meh... Sle 25, 669 26, 000 26, 000 
Illinois: Chicago—Eversharp, Inc_- tbls bbdiais aba 1, 785 4, 200 4, 200 
Louisiana: Lake Charles— Mathieson Alkali.....___.__..____- 8, 898 10, 500 10, 500 
Michigan: Saginaw—General Motors-_____.......-...-....--.- 36, 395 | 45, 000 45, 000 
Montana: 
Butte—Domestic Manganese - 5 it ns Rank aebicenat 1, 517 2, 000 2, 000 
Columbus— Anaconda Copper Mining. ei St se 1,173 1, 800 1, 800 
Nebraska: Omaha—Alcoho] plant-.-........-...-...------.+.- 44, 151 45, 000 45, 000 
New Jersey: Newton--Anken Wala OO. 2. s22ckd, Se. 212 300 300 
New York: 
Brooklyn—Mergenthaler Linotype--_-_._-.._....-...------ 61, 457 63, 000 63, 000 
Schenectady—General Electric ee pe See} ce ek ay 46, 463 51, 500 51, 500 
Syracuse—General Electric. --__- ethene tlan tn dnp tae tre eke 31, 788 ss bah 
Tahawus—National Lead Co____- ee Ts 67, 020 73, 600 73, 600 
Utica—Utica Drop Forge balay apie dip > hidticde ibe s 4, 168 2, 000 2, 000 
Valley Stream—Columbia Aircraft ___- Gate nes a 13, 254 | 14, 000 14, 000 
Wingdale—Ameco Magnesium 4 “a 24, 638 | 32, 000 32, 000 
None Carolina: Burlington—Firestone Tire & Rubber______. 30, 566 31, 000 31, 000 
Ohio: 
Akron—Government Laboratories. -__...............---.-- 16, 345 18, 000 ; py 
Hamilton—American Rolling Mill-_.-__- ay ae 3,712 5, 000 5, 000 
Luckey—Magnesium Reduction... _...-.........-...-.-.-- 10, 737 | 12, 000 12, 000 
Middletown—Armeo Steel re eae 3, 800 4, 000 4, 000 
Painesville— Diamond Magnesium. = Soo ne 29, 921 30, 000 30, 000 
Troy—Waco Aircraft . si 5 dilaton bed Uap vigil Biche 8, 828 10, 000 10, 000 
Warren— Republic Steel _ h Page shed. een eres 3, 358 4, 000 4, 000 
Youngstown— Republic eed ic) a sets ai - su . 5: 14, 410 16, 000 16, 000 
Pennsylvania: 
Chester Springs—Franklin Graphite__............._____-- 1, 592 | 1, 500 i, 500 
Erie—Aluminum Forgings............-..--.-.-..-..-.-.-.- 29, 204 }........ ed Da 
Homeweod—W estinghouse.__.._.........--- bbsiciaona 2, 744 2, 900 2, 900 
Indiana—McCreary Tire & epier.. peated 2, 244 2, 400 | 2, 400 
New Castle—United Engineering...._......-.......-...-- Op FOO Nash b5ks eed dade cds-. é 
Washington: 
Renton—Pacific Car & Foundry -.__.-_~-- iia Le 16, 385 23, 300 23, 300 
Marble—Electro-metallurgical quarry - saccigcalieh nana’ 2,095 | 2, 100 2, 100 
Spokane—Electro-metallurgical plant___ Kainiowtesonidigdlt’ssealee 1 27, 103 | 30, 000 30, 000 
Total___-- oetilen lnenscieesetethenaeiechatdanagiaaipepiatiatan 772, 006 696, 000 678, 000 











Mr. Tuomas. Is this under the “Acquisition and disposal” activity ? 


Mr. McContue. No, sir; under the “Building management” ac- 
tivity. 
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GSA RESPONSIBILITIES FOR PROPERTIES TRANSFERRED FROM RFO 






Mr. Tuomas. Where is it lodged for administrative purposes? 
Mr. Forres. Mr. Knott is the Assistant Commissioner. 

Mr. Tuomas. You mean it is a separate bureau ¢ 

Mr. Meptry. No, sir. It is part of PBS under Mr. McConihe. 

Mr. Tuomas. That is what I thought. Why shouldn’t this be 
in there with it? 

Mr. McContne. This is a buildings management operation. The 
other activity is concerned with buying and selling real estate. 

Mr. Tuomas. I thought you had these buildings for sale. They 
didn’t turn them over to you to keep, did they ? 

Mr. McContue. The Office of Acquisition and Disposal is very 
much in the picture of disposing them. 

Mr. Tuomas. Are you operating all of them ? 

Mr. McContne. We are protecting and maintaining some of them. 

Mr. THomas. What was the purpose of transferring them to GSA ¢ 

Mr. McContue. To sell them. 

Mr. Tuomas. I will repeat my question: Why isn’t it part of the 
“Acquisition and disposal” activity ¢ 

Mr. McConrne. They are very much a part of it as far as disposing 
of them, Mr. Chairman. 

Mr. Tuomas. You have two separate and distinct units set up 
here. There ought to be one. They were transferred to you to get 
rid of them. “Acquisition and disposal” is set up to get your hands 
on this and get rid of it, not to keep it. What kind of a rule do 
you have on this? 
























APPLICATION OF 15-MONTH RULE 







Mr. McConrtne. I don’t understand the question, sir. 
Mr. THomas. What is your rule on acquisition and disposal? 
You keep it 15 months before you sell it? 

Mr. Knorr. No, sir. 

Mr. Tuomas. What is your rule? 

Mr. Knorr. We move on the disposal of these properties as prompt- 
ly as we can. 

Mr. Tuomas. What was the 15-month rule? 

Mr. Knorr. That 15-month period relates solely to the financial re- 
sponsibility of the agency which reports it for care and custody of the 
property until we can provide for it in our appropriations. That 
is an interim arrangement. 

Mr. Tuomas. Your rule is that you require the disposing agency to 
pay you the expense money for 15 months to take care of the property ? 

Mr. Knorr. No, sir. When the holding agency reports the property 
to GSA as excess property the holding agency is not relieved of the 
financial responsibility for taking care of it until a period of 15 months 
has elapsed. During that period of time we are able, either to dispose 
of the property or to come to you and ask you for funds in our “Pro 
tection and maintenance” item to take care of those properties pending 
disposition. 

Mr. Tuomas. It sounds as if you have given yourself a cushion of 
15 months to get rid of it. 
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Mr. Knorr. No; that period is related solely to the normal budget 
cycle. 


Mr. Tuomas. That is what the Congress construed it, and I construe 
it that way. 

Mr. Knorr. With respect to 2 of the properties under discussion, 
1 had been reported to GSA 4 days; 1 was reported in September 
1957 and offered for sale in January 1958. Irrespective of the 15- 
month rule, we are disposing of properties as quickiy as possible. 

Mr. Tuomas, Where did you get the 15-month rule! 

Mr. Knorr. The rule predates my employment in GSA. 

Mr. Tuomas. Mr. Floete had better get rid of it. 

Mr. Fuorre. We have to have some interval. Some of these prop- 
erties are tied up with us. We can’t sell them. There is nothing we 
can do about it, because of some other obligation that is outstanding. 

Mr. Tuomas. You don’t have to receive them until they are untied. 
The 15 months is misleading. It gives people an opportunity to think 
of things that don’t exist. 

Mr. McContue. Let me speak about the Centey Line, Mich., plant. 
That plant came to us and the property protection and maintenance 
charges that the Department of Defense gave us was something like 
$500,000 a year. If that financial responsibility came to us all of a 
sudden, we wouldn’t have the money to obsorb those or pay those 
charges. It hasn’t come to us yet, and we have offered it for sale. 

Mr. Tuomas. We understand what you are trying todo. We under- 
stand exactly what you are trying todo. Why give anybody an oppor- 
tunity to hit you over the head with a stick when it is so unnecessary ? 
You don’t have to receive the property until it is clear and ready to go. 

Forget your 15-month rule. 

Mr. McContur. Where do we get the money to pay protection and 
maintenance ? 

Mr. Tuomas. When you sell the property do you pay the money to 
the Navy or to the Treasury ? 

Mr. McContne. General receipts of the Treasury. 

Mr. Tuomas. What difference does it make where you get it? The 
Navy has to go to the appropriations committee, and get the funds 
to maintain the property, or whatever the expense is, while it is not 
producing five cents to them. 

Mr. Poorman. It has been included in their budget for that specific 
year, sir. 

Mr. Tuomas. Suppose it has. I say they have to go and get the 
money for it. It is as broad as it is long. 

Mr. McContne. It simply gives us time to come to you and get the 
money for it for that 15-month period. 

Mr. Tuomas. For costs of protection and maintenance ? 

Mr. McContue. Yes. 

Mr. Tuomas. If it is in the industrial reserve I guess we have to 
give you the money to maintain it. This is not industrial reserve 


property, is it? 

Mr. ME EConrtst, Some of it. 

Mr. Meprey. Mr. Chairman, you take that property we were dis- 
cussing this morning down at Charlotte, N. C. e don’t have any- 


thing in this budget for care and-maintenance of that property in 
1959. That is in the Navy’s budget. That is why we have the 15- 
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month rule, so that by the time the year 1960 budget comes around, 
if Mr. Knott hasn’t already sold it, iP there is any cost for protection 
and maintenance expense we can budget for it. 

Mr. Tuomas. The committee agrees with you. We think you are 
doing a fine job. You can’t sell something until you have it, but why 
not protect yourself instead of laying yourself wide open with your 
i er rule? You might seamen what you want to do without 
that. 

Mr. McContue. May I say again, sir, that the 15-month rule has 
no effect whatsoever on our sales effort. As soon as a property is ex- 
cess we immediately start our disposal effort, regardless of who is 
paying. 

r. THomas. Whether title is clear or not? 

Mr. McConrue. That is part of our sales effort, to be sure we have 
a clear title to sell. 

Mr. Tuomas. All right. You will admit one thing. You have 
been criticized. Will you admit that? 

Mr. McContue. Yes, sir; not once but many times. 

Mr. Tuomas. I didn’t know whether you would admit that or not. 


If you didn’t I would read Congressman Sheppard’s letter from the 
Navy to you again. 


Bumping ManaGemMent Funp 


Mr. Tuomas. Let’s look at the Building Management Fund, gentle- 
men. We will put pages 30 and 31 in the record. 


(Pages 30 and 31 follow :) 


BUILDINGS MANAGEMENT FUND 
GENERAL STATEMENT 


“This fund finances, on a reimbursable basis, buildings management activities 
consisting of: Management, rental, operation, and protection of Government- 
owned and leased space in and outside the District of Columbia for housing 
Federal agencies; repair and improvement including certain major renovation 
and air conditioning of Government-owned space managed by General Services 
Administration ; operation of joint-use communication facilities; protection and 
maintenance of excess, surplus, and national industrial reserve properties; 
payments in lieu of taxes on certain properties transferred from the Recon- 
struction Finance Corporation; and other related building services (66 Stat. 
594). Retained earnings resulting from operations, after making provision 
for prior year losses, if any, are paid into the Treasury as miscellaneous 
receipts. 

“Operating costs for 1959 are estimated at $209 million, a net increase of 
$3 million over 1958. 

“1. Operation and protection of Government-owned space.—Provides for oper- 
ation and protection of 70,991,000 average square feet of space in 1959 compared 
to 70,403,000 sauare feet in 1958 and 69,525,580 in 1957. The change from 1957 
reflects mainly space progressively oceupied by Atomic Energy Commission and 
National Security Agency at their new installations. 

“2. Rent, operation, and protection of leased space.—Provides for 34,845,000 
average square feet in 1959 compared to 34,500,000 in 1958 and 33,924,543 in 
1957, based on currently projected programs of Federal agencies. 

“3. Operation and protection of purchase contract space.—Provides for the 
operation and protection of a post office and courthouse building at Rock Island, 
Tll., which was completed in November 1957. 

“4, Moving, alterations, and furniture—Provides for minimum of moving, 
alterations, and furniture based on experience factors derived from buildings 
management operations. 
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“5. Operation of communication facilities—Provides. for management and 
operation of telecommunication services and facilities for use of Federal agen- 
cies. Increase in 1959 over 1958 provides for third phase of a program for 
relocating and expanding facilities of GSA rapid-written communications to 
promote continuity of Government operations in event of emergency. 

“6. Maintenance of reserve and surplus properties.—A reserve of Government- 
owned industrial plants is maintained and minimum maintenance is provided 
certain excess and surplus real properties, pending disposal action. Reserve 
properties totaled 5 in 1957 and 7 are programed for 1958 and 1959. Surplus 
properties totaled 26 in 1957 and are estimated at 23 and 12, respectively, in 
1958 and 1959. 

“7. Payments in lieu of tawes—Real property taxes on certain properties 
which were transferred to GSA from RFC and which are due during the 
period January 1, 1955, to December 31, 1958, are paid. Payments were made 
on 35 properties in 1957 and, based on current disposal objectives, will be 
reduced to 32 properties in 1958 and 31 properties in 1959. 

“8. Security guarding.—Provides extra guarding service for other agencies 
where specifically authorized by law. 

“9. Job order work.—Special services and improvements to buildings are pro- 
vided under this heading, including lighting, certain air conditioning, painting, 
repair, and modernization of workspace. 

“Operating results and financial conditions—At the end of 1957 the net in- 
vestment in the fund was $8.2 million, composed of $3.5 million appropriated, 
$4.5 million capitalized assets, plus $0.2 million of retained earnings.” (From 
the budget for 1959. ) 


BUILDINGS MANAGEMENT FuNpD, GENERAL SERVICES ADMINISTRATION 
Schedule A.—Supplementary analysis of income for 1957 by source 


GSA appropriations: 
Operating expenses, PBS $116, 292, 661 
Repair and improvement 10, 158, 691 
Strategic and critical materials 2, 951, 270 
Expenses, supply distribution 2, 596, 257 
Operating expenses, NARS 1, 096, 218 
General supply fund 209, 692 
Boerne Tend, DPA... Sane es ee eee we 85, 050 
Administrative operations fund 
Fee enn eccdeshennnueen coigeaaeenestnonpramnerpnes 
Minor amounts from 17 other funds 


Income from GSA appropriations__..............__ 135, 954, 695 


Income from other agencies: 
Executive Office of the President 
Judiciary 
Legislature 
Department of Agriculture 
Department of Commerce 1, 883, 770 
Deperamens OF Derense. i. oe i ak en LL 10, 732, 739 
Department of Health, Education, and Welfare 6, 519, 477 
Department of Interior 1, 518, 060 
Department of Justice 1, 160, 211 
Department of Labor 623, 255 
Post Office Department. 6, 479, 815 
Department of State 452,112 
Department of the Treasury 4, 201, 851 





85 


Schedule A.—Supplementary analysis of income for 1957 by source—Continued 


Income from other agencies—Continued 
Independent agencies and others: 

Atomic Energy Commission 

Central Intelligence Agency 2, 708, 653 
Civil Service Commission 338, 872 
Classified locations 509, 828 
District of Columbia 344, 479 
Export-Import Bank 137, 742 
Federal Civil Defense 603, 836 
Housing and Home Finance Agency 3, 543, 498 
International Cooperation Administration 1, 200, 944 
National Capital Housing Authority 158, 337 
Railroad Retirement Board 585, 429 
Selective Service System 115, 584 
Small Business Administration 209, 585 
Smithsonian Institution 133, 007 
U. 8S. Information Agency 632, 285 
Veterans’ Administration 1, 055, 943 
Minor amounts from 34 other agencies and sources 1, 450, 798 


Income from other agencies. 51, 711, 333 


Subtotal (sale of services) 
Other income 


Total BMF income, 1957 (revenue) 


SOURCES OF INCOME 


Mr. Tuomas. There is a total on page 31 of $187,710,023. What 
does that figure represent ? 


Mr. Mepiey. That is the total income to the fund, Mr. Chairman. 

Mr. Tuomas. For 1957? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What is you estimated figure for 1958? How much 
of that is appropriated ¢ $135,954,000 

Mr. Mepuey. Yes, sir, all but $2,372,730 toGSA. 

Mr. Tuomas. You have about $52 million coming into the fund 
that nobody accounts for to Congress. It is wide open and fancy free. 


That is worse than a Treasury authorization. Is that what you 
have, Mr. Medley ? 


Mr. Meptey. No, sir. 

Mr. Tuomas. How do you explain it? 

Mr. Meptey. This is either space rent paid to us by Government 
corporations, or job order work that we do for other agencies, or some 
of the rent items that we mentioned. 

Mr. Tuomas. Income from other agencies. I checked them over 
here the other night. Federal Civil Defense, $603,836; Housing and 
Home Finance Agency, $3,543,000; National Capital Housing Au- 
‘thority, $158,000; Selective Service, $115,000; Small Business 
$209,585; Veterans’ Administration, $1,055,000. 

That is all over and above your regular appropriation ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Don’t you get a little appropriated money from some 
of these same agencies that go to make up your $135.9 million ¢ 

Mr. Meprey. No, sir. 

Mr. Tuomas. You don’t think so? 
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Mr. Meptxy. No, sir. They get the appropriations. That is not 
included in the total of $135 million. 
Mr. Tuomas. This is your revolving fund. That is where you 
put all of your money ? 
Mr. Meptey. Yes, sir. 






AUTHORITY FOR BUILDINGS MANAGEMENT FUND 


Mr. Tuomas. Who set up this fund? 
Mr. Meprxy. The Congress did, Mr. Chairman. 
Mr. Tuomas. We set it up in here 4 or 5 years ago, didn’t we? 

Mr. Meptey. It was authorized by Public Law 522, the 82d Con- 
gress, enacted July 12, 1952, as section 210 (f) of the Federal Prop- 
erty Act, which gave authority to the Administrator to establish the 
fund on some future date. It was so established on January 1, 1953. 

Mr. Tuomas (reading) : 

This fund finances on a reimbursable basis buildings management activities 
consisting of 

It is limited purely to buildings management activities. It doesn’t 
cover all activities of GSA, does it? 

Mr. Meptry. That is right. 

Mr. Tuomas. It is broad enough to cover that? It that not true? 

Mr. Meptry. No, sir. 

Mr. Tuomas. Isn’t it big enough to put in a little surplus material ? 

Mr. Mepiey. The authorizing legislation won’t allow it. 

Mr. Tuomas. Buildings management activities consisting of 
management, operation, rental, protection, et cetera. Operating 
costs for 1959 are estimated at $209 million, a net increase of $3 
million over 1958. 

INCREASE IN 1959 BUDGET 


Where is the increase set out, this year over last year ? 
Mr. Menptey. It is set out by type of work, Mr. Chairman. 

Mr. Tromas. Whereabouts? 

Mr. Mepiey. On page 33. The income by agencies is not set out 
in detail, because that is awfully hard to estimate in advance. 

Mr, THomas. How did you get that figure of $3 million? That is 
what I was wondering. 

Mr. Mepuiry. This represents about $2,154,000 of the increase 
included under “Operating Expenses, PBS,” and $846,000 to be 
reimbursed by other agencies for additional job order work. 

Mr. Tuomas. Three or three and a half million is on your rent bill? 

Mr. Mepteyr. It is from the operating expense, PBS appropriation. 

Mr. Tuomas. Your rent bill will increase more than $3 million, 
will it not? 

Mr. Mepuiey. Yes, sir. 

JOB ORDER WORK 


Mr. Tuomas. Here comes a nice agency in here, hard working, and 
they want air conditioning. We jumped them about it. Four, five, 
six, seven, or eight thousand dollars was requested. It was some small 
amount of money. Here is this great big agency, a friend of ours, 
General Services, that has 10, 15, or 20 million dollars for air con- 
ditioning. We asked “Why didn’t General Services do that for you?” 
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They said “General Services is doing that for us but with our 
money. 

a this, $40 million, job order work. Is that all profit, Mr. 
edley 

Mr. Meprey. No, sir. That is job order work at cost. We won’t 
try to make a profit. 

Mr. Tuomas. When this agency gave you seven or eight thousand 
dollars to put in a little air-conditioning unit, you had 15 or 20 million 
for that purpose. Why did those people have to pay you? 

T have forgotten which agency it was. 

Mr. Jonas. Securities and Exchange or Home Loan Bank Board? 

Mr. Meptey. It may have been a corporation, or rented space. 

Mr. Tuomas. Is this included in this job order work? is is all 
profit, isn’t it? How much of this is profit? 

Mr. Meotey. There isn’t any profit, Mr. Chairman. 

Mr. Tuomas. It means a job order. They did a job on these boys 
when they had the money and made them contribute. Is that what 
you mean, you did a job on them? 

Mr. Meotey. No, sir. Job order work includes moving partitions, 
etc. For instance, if the Pentagon wants something changed around, 
that is job order work. 

Mr. Tuomas. What job did you do for this agency who wanted the 
air conditioning ? 

Mr. Mixts. I don’t think we pay for installing air conditioning in 
leased properties. I think that is the explanation. 

Mr. Tuomas. You can pick that air conditioning unit up and move 
it out the next morning, can’t you ? 

Mr. McContne. Yes, but there is more to it than that. You have 
to wire the buildings for power before they can be put in there. 

Mr. Tuomas. How much of that $40 million, do you make the 
agencies reimburse you for on a job order? 

Mr. Meprey. All of it. 

Mr. Jonas. $40 million? 

Mr. Mepuey. Yes, sir. 

Mr. Tuomas. That is part of the $53 million that we talked about 
a little bit ago? 

Mr. Meptey. Yes. 

Mr. Poorman. Appropriated to other than GSA. 

Mr. Tuomas. That is all we are talking about in here, Judge. 

Mr. Meptey. We expect to make $232,000 this year on $206 mil- 
lion worth of business going through the fund. 

Mr. Tuomas. Your rate of return is rather small, then, isn’t it? 
You are going to have to raise your rate of profit. 

Mr. Meprey. I was just mentioning that, to show that we do work 
at cost, Mr. Chairman. 

Mr. Tuomas. Is Professor Poorman like that? He likes a bigger 
profit than that, doesn’t he? 

Mr. McConrue. We don’t want to lose. 

Mr. Poorman. We would have to come in with a supplemental if 
we lost. 

Acquisition AND DisposaL 


Mr. Tuomas. Put page 40 in the record at this point, Mr. Reporter, 
dealing with “Acquisition and disposal.” Put page 41 in the record. 
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(The pages referred to follow :) 





2. Acquisition and disposal 


Average employment 





Amount | 
Depart- | Field Total 
ment 


B62 cs. Ses Cia 693 < i ecinds dh scent Oe Oe, 46.0 212.6 258. 6 
SN eM el al Soe b acoaddinwnhsnlceie +4, 000 —0.3 —2.8 —3.1 










ee ek el “ioe ct 1, 965, 400 45.7 209. 8 255. 5 


HIGHLIGHT 


“This activity provides for (@) acquisition of real property by lease, purchase, 
exchange, or donation; and (b) disposal and utilization of excess, surplus, and 
industrial reserve property. Sales of surplus properties are estimated at $40,- 
000,000 in 1958 and $26,500,000 in 1959, compared to $25,979,000 in 1956, and 
$11,560,000 in 1957” (from the budget for 1959). 


Justification of the activity is made under 2 subactivities summarized as 
follows: 








- iotetenih 
1957 1958 | 1959 


| 
fig emanate ea Ranta 


Summary of performance cost 


{a) Acquisition _ $1, 051, 170 $1, 133, 200 $1, 133, 200 










(6) Disposal (excess and surplus property) caer cy 621, 625 726, 900 726, 900 
Performance cost__.........._..- $36 YT San 1, 672, 795 1, 860, 100 1, 860, 100 
Bn i Bi eth ee p wakes +101, 300 +105, 300 














Total estimate_____- wena hast ities ad 26 seein ud 1, 961, 400 | 1, 965, 400 


The following tabulation reflects sales accomplished by the staff of this activity 
and by brokers and auctioneers under its supervision and rental income from 
surplus and industrial reserve properties: 

















Summary of sales and rentals | 1957 1958 1959 
canihamhec ti i hala lh |— ee ee 
elie apie wanted 8. Seca cvkssonncc-nncccnnse | $11, 560, 000 | $40, 000,000 | $26, 500, 000 
Rental income, properties__- wien olan cell Re RRC. | 6, 584, 000 5, 000, 000 4, 000, 000 

Total revenue___.___- 18, 144, 000 45, 000, 000 30, 500, 000 










Income from mortgage principal and interest payment on prior years’ sales 
are estimated at $7 million in 1958 and $8 million in 1959. The balance due on 
494 mortgages from prior years’ sales amounted to $60 million as of June 30, 
1957. 

JUSTIFICATION 





(a) Acquisition—Under this subactivity, real property, is acquired by pur- 

chase, lease, condemnation, exchange, or donation; original assignments are 

made in accordance with the needs of the Government; sites acquired for future 

construction of Federal buildings are administered pending construction; permits 

to use developed and undeveloped sites are granted; and data are developed 

for use in locality space planning where sites or leased space may be involved. 
In terms of work units, the performance cost is as follows: 

















Acquisition and related functions 1957 | 1958 1959 
Acquisition work units covered. -_......-....----.-.---...-- “ 6, 932 7, 550 7, 550 
MI Ste eee tei... 5 cabidediicw eabpasunbhgate ; $151. 64 $150. 09 $150. 09 
Performanee cost. -..-__- Lbs 4 ech Litswiapsenggih- eee $1, 051, 170 $1, 133, 200 $1, 133, 200 









eam | 193, 500° | $1,195 900 





reco la diet dente chin ndh ohare sodees anna bapendemuninte an Sele iadit +$60, 300 +$62, 7 
ches iarsinanlanasovanepeatociieetaninaiee ET HD | 
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Acquisition work units include the following actions: (a) execution of a pur- 
chase agreement; (0) a new or succeeding lease, or the modification, renewal, 
or termination thereof; (c) an original assignment of real property; (d@) execu- 
tion, modification, renewal, or termination of an outlease, permit, or license to 
use building sites; and (e) preparing and providing data for use in locality space 
planning. 

(b) Disposal.—The operations of this subactivity cover both excess and sur- 
plus properties. Prompt reporting of excess property is encouraged ; reports are 
analyzed ; properties are inspected and highest and best use determined ; agencies 
are notified of availability; properties are transferred or temporarily assigned ; 
and determination is made of properties surplus to the needs of the Federal Gov- 
ernment. Surplus properties are inspected, classified, appraised, and disposed of, 
and legislation authorizing payments in lieu of taxes on certain properties is 
administered. Pending disposal, properties are frequently leased. Disposal plans 
and sales promotion campaigns are developed. Properties in inventory, as well 
as mortgaged properties, are inspected, and sales efforts by private contract 
brokers and auctioneers are supervised. 


1957 1958 


Performance cost $621, 625 $726, 900 
Retirement .._............ Sakis  iaenteebecbaee 


The selling price of properties sold in 1957 totaled $11,560,000. Other final 
actions could not be consummated on properties involving in excess of $1 million 
each which require notice to the Attorney General under section 207 of the 
Federal Property Act of 1949. These were being considered by the Department 
of Justice at the close of the fiscal year. Selling price of properties to be sold 
in 1958 and 1959 is estimated at $40 million and $26,500,000 respectively. Cost 
exclusive of auctioneers’ fees and related expenses for 1959 is 2.9 percent of 
the selling price of properties estimated to be sold during that year. Experience 
indicates that the use of the auction sales method in appropriate cases, fees and 
related costs for which are payable out of proceeds of disposals, will assist in ex- 
pediting sales of properties and enhancing returns therefrom. 


Changes in inventory in million dollars of acquisition cost are estimated as 
follows: 





yg REET SE Ce Ae ee neh Ee GONE FT 
Surplus property: 

Beginning --......_- 

Additions___- 

Reduetions_-_ 

Ending 





The increase in program-performance costs in 1958 over 1957, is to permit 


broad-scale and aggressive disposal action on all properties in excess and surplus 
inventories. 


Mr. Tuomas. You are going two things here, as I have written 
out : Buying and selling land. 


This activity provides for (a) acquisition of real property by lease, purchase, 
exchange, or donation: and (0) disposal and utilization of excess, surplus, and 
industrial reserve property. Sales of surplus properties are estimated at $40 
million in 1958 and $26,500,000 in 1959, compared to $25,979,000 in 1956 and 
$11,560,000 in 1957. 


You have an appraisal item in here, have you not? 


Mr. McConmez. No, no appraisal item, that is under “Planning” 
in this document. 


Mr. Tuomas. This is all acquisition ? 
Mr. McConrne. And disposal. 
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Mr. Tuomas (reading) : 


Income from mortgage principal and interest payment on prior years’ sales 
are estimated at $7 million in 1958 and $8 million in 1959. The balance due on 
494 mortgages from prior years’ sales amounted to $60 million as of June 30, 1957. 

You have an amount here of $1,965,400 against $1,961,400 for last 
year. Acquisition cost is $1,133,200. Disposal of excess property is 
$726,900. And your total is $1.9 million. Here is your summary of 
your sales and rentals. 

Next year you are going to take in $30,500,000, against $45 million 
this year, against $18,144,000 in 1957. That is your sales prices and 
rental income. Selling income will be $11.5 million for 1957, $40 
million for this year, and $26.5 million for 1959. 


ACQUISITION PROGRAM 


Where are the details under your acquisition program? Where and 
how many pieces do you have? Where are they located ? 

Original assignments are made in accordance with the needs of Government ; 
sites acquired for future construction of Federal buildings are administered 
pending construction; permits to use developed and undeveloped sites are 


granted; and data are developed for use in locality space planning where sites 
or lease space may be involved. 


Are you the custodian for this property for lease-purchase until it 
is completed ? 

Mr. Knorr. We manage it until needed for construction. 

Mr. Tuomas. You dothe buying? 

Mr. Knorr. Yes, sir. 


USE OF APPRAISERS 


Mr. Tromas. How many appraisers do you have? 
Mr. Kworr. None on my staff. The appraisers are under the plan- 
ning activity, but they do much of the appraisal work here.. ere 
we are purchasing the site and where we expect there is to be con- 
demnation we employed a contract appraiser. 

Mr. Tuomas. What appropriation do you pay him from? 

Mr. Knorr. From the appropriation “Sites and expenses, purchase 
contract projects.” 

Mr. Tuomas. That $1 million? 

Mr. Kworr. That is used in connection with disposal of surplus 
property only. Itis not used for purchases. 

Mr. Tuomas. Where do you get the money to pay your private 
appraisers? You do not set it up here; do you? 

Mr. Knorr. Where the lease-purchase projects are involved it is 
paid from “Sites and expenses.” 

Mr. Tuomas. Do you use other appraisers ? 

Mr. Knorr. No. The staff appraisers are used primarily for leases 
of privately owned property. 

Mr. Trromas. How many staff appraisers do you have? 

Mr. Kworr. We have none, but Mr. Schmidt has about 46 under 
the planning activity. 
Mr. Tuomas. Is that Mr. Schmidt’s figure ? 
Mr. Knorr. That is right. 
Mr. Tuomas. Is that under “Program planning?” 
Mr. Knorr. Yes, sir. 
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Mr. Tuomas. You have none under “Acquisition?” 
Mr. Knorr. No. They do the work for me. 


Mr. Tuomas. Your personnel load is shown on page 42, You have 
262 people for 1959 against 262 for last year. 


WORKLOAD OF DISPOSAL PROGRAM 


How many pieces of property did you sell last year? How many 
pieces of property do you handle separately under lease ? 

Mr. oir e had 324 sales from June 30, 1957, to December 
31, 1957. 

Mr. Tuomas. You estimate your sales will be $40 million this year. 
What were the sales so far that you have accounted for in that period ? 

Mr. Knorr. $29 million. 

Mr. THomas. Will you make the $40 million figure? 

Mr. Knorr. Yes, sir. ; 

Mr. Tuomas. How many pieces of trai was that ? 

Mr. Knorr. 148. Also, we have scheduled for sale—— 

Mr. Tuomas. Do you have a list of those properties and where they 
are located ? 

Mr. Knorr. The properties that have been sold ? 
. Mr. Tuomas. This year? 

Mr. Kworr. Yes. 

Mr. Tuomas. Where are they ? 

Mr. Knorr. We have an inventory here with a listing. 


NUMBER OF LEASES 


Mr. THomas. How many different leases do you have? 

Mr. Kworrt. 5,200 leases are in effect now. 

Mr. THomas. 5,200? 

Mr. Knorr. Yes, sir, leases to the Government. This is office, stor- 
age, and warehouse space. _ There are some 5,200 of those. 

Mr. Tuomas. You attend to those? 

Mr. Knorr. We advertise for them, we negotiate with prospective 
lessors, and execute the lease, amend it, supplement it, alter it from 
time to time as space changes are required. 


AVERAGE EMPLOYMENT 


Mr. Tuomas. How many people do you have working for you? 

Mr. Knorr. 262. On that acquisition activity there are 131 people 
engaged in acquisition activities in. the field and 18 in the central office. 

r. Tuomas. On page 42 you have for this year 113 in disposal, 
acquisition is 149. 

Mr. Knorr. That is right. 

Mr. Tuomas. How many are lawyers? I do not know of anything 
more troublesome than amending a lease. This is nothing but legal 
work with leases. 

Mr. Knorr. I look to Mr. Moody for advice and counsel on legal 
services. ‘These advertisements for lease of course are standard forms 
that have been approved for legal sufficiency. 

Mr. Tuomas. That is your biggest workload by far ? 
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: Me Kworr. In the acquisition field that is by far the biggest. work- 
oad. 

Mr. Tuomas. That is bigger than disposal and everything else; is it 
not? Do you have any leased properties where you are receiving a 
check rather than writing one ? 

Mr. Knorr. Yes, sir. 

Mr. Tuomas. How many? 

Mr. Knorr. I believe our income was some $6 million on that last 

ear. 
; Mr. Tomas. I understand about the income but how many different 
eases ? 

Mr. Kworr. I cannot tell you how many. 

Mr. Tuomas. What is your best guess? Not too many? 

Mr. Knorr. Not too many. 

Mr. Tuomas. You deal with that subject every day. You certainly 
have a reasonable idea. 

Mr. Knorr. My guess would be there would be no more than 35 or 40. 

Mr. Tuomas. If that many ¢ 

Mr. Knorr. I believe so, in that surplus and excess figure. We are 
managing some 178 sites that we have bought for public buildings and 
that leasing figure varies. The income is small, approximately 
$600,000 a year. 

Mr. Tuomas. You buy the sites with money we appropriate for 
sites and planning here ? 

Mr. Knorr. We often buy a site with tenants in the properties that 
we have to take care of. If we buy city lots on which there are build- 
ings, office buildings now located—— 

Mr. Tuomas. You are the service agency. Whom are you servicing 
now? Whom do you buy them for and for what purpose? 

Mr. Knorr. We buy them for all Public Buildings Service pro-. 
grams. They are held by Acquisition and Disposal and we are re- 
sponsible for the management of them until they are needed for con- 
struction. 

Mr. Meptey. Some of the sites were acquired a number of years ago. 
You remember the 1949 Act for Sites and Planning. 

Mr. Knorr. Some 24 of those are being transferred to the Post Office 
Department right now. 


DesigN AND CONSTRUCTION 


Mr. Tuomas. Mr. Hunter, is Design and Construction your Divi- 
sion? 

Mr. Hunter. Yes, sir, Mr. Chairman. 

Mr. THomas. Mr. Reporter, put page 44 in the record. 

(The page is as follows:) 


38. Design and construction 


Average employment 


Amount 
Depart- Field Total 
ment 
aa 
$195, 800 | 19.7 
+400 —0.3 


196, 200 
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HIGHLIGHT 


This activity provides for a small staff responsible for central technical direc- 


tion of all programs involving design, construction, and remodeling of Federal 
buildings” (from the budget for 1959). 








1957 1958 


Performance cost $186, 000 
Retirement 9, 800 


Total estimate 





JUSTIFICATION 


Programs technically directed include the following: (@) architectural and 
engineering planning for future building construction; (0) purchase contract 
program; (c) construction projects from funds transferred by other Government 
agencies; (d) preparation of initial cost estimates for proposed building projects 
and programs of GSA and other Government agencies; (e) development and 
maintenance of essential data for projects included in the document of buildings 
eligible for construction required by Public Law 105, 81st Congress; (f) main- 
tenance of design and construction manuals, handbooks, standard details, and 
stock specifications, and servicing Federal committees and boards dealing with 
building design and construction. 

This activity provides only for staff engaged in the central direction of pro- 
grams as a whole. Salaries and expenses of technical and administrative per- 
sonnel engaged directly on work programs are charged to funds provided for 
such construction programs or projects. Expenditures under these programs 
totaled $53.1 million im 1957 and are estimated at $106 million in 1958 and $130 
million in 1959. 

The 1959 estimate proposes continuing this activity at the 1958 level. In- 
crease of $400 over 1958 provides for contribution to the retirement fund for 
the full year. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$157,200 provides for 20 positions, same as the 
level for 1958, all in the central office. 

Other objects. —$39,000, or 19.9 percent of total estimate, includes $20,000 for 
financing preliminary planning, designing, and cost estimating for proposed 
projects for which funds are not otherwise provided. 

The remaining $19,000 provides: 

(1) $2,000 for 87 travel days at $23 per day. 

(2) $10,200 for contribution to retirement fund. 

(3) $6,800 for normal office expense. 


Mr. Tuomas. You have an increase from $195,800 to $196,200. 
Mr. Hunter. The $400 increase is for retirement contributions, sir. 


TOTAL EMPLOYMENT FOR DESIGN AND CONSTRUCTION ACTIVITY 


Mr. Tuomas. How many — do you have in the office, Mr. Hunter? 


Mr. Hunter. Twenty, under this appropriation, sir. 

Mr. Tuomas. This provides for a small staff responsible for central 
technical direction of all programs involving design, construction, 
and remodeling of Federal buildings, architectural and engineering 
planning of future buildings, purchase contract program, constric- 
tion projects from funds transferred. 

You are a pretty busy man with only 20 people, aren’t you? 

Mr. Hunter. We stay very busy, sir. 

Mr. Tuomas (reading) : 
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This activity provides only for staff engaged in the central direction of 
programs as a whole. Salaries and expenses of technical and administrative 
personnel engaged directly on work programs are charged to funds provided 
for such construction programs or projects. Expenditures under these pro- 
grams totaled $53.1 million in 1957 and are estimated at $106 million in 1958 
and $130 million in 1959. 

Where is that set out? 

You are getting into the money now. How many people do you 
have? 

Mr. Hunter. In the central office? 

Mr. Tuomas. Yes. 

Mr. Hunter. Two hundred and four, in addition to the twenty 
financed from the “Operating expenses” appropriation. 

Mr. Tuomas. Where are your field people set out? 

Mr. Hunter. The field people are shown under the buildings man- 
agement fund. 

Mr. Tuomas. He sets out 19.4 jobs. Here are 220 more, and the 
field isn’t mentioned. My guess is there are 1,000 or 1,500 in the field. 

Mr. Hunrer. There are an authorized 612 positions in the field, 
sir. 

Mr. Tuomas. How many others are there in the District of 
Columbia ? 

Mr. Hunter. Two hundred and four. 

Mr. Tuomas. Where are they? 

Mr. Houwrer. Located in the central office in Washington. 

Mr. Tuomas. Where are they set out in this justification? 

Mr. Srrawser. Mr. Chairman, they are shown on page 360. 
Mr. Tuomas. You don’t mean to tell me you are going to come u 
again with that big fine printed table, do you? That is the catchall 
When we don’t have any information we turn to page 360. I have 
about worn that table out already. If there is no other place to go, 

go to page 360. Point it out to us. 

Mr. Srrawser. Under “Miscellaneous funds,” the fourth item, 
“Construction services,” is a special clearing account from which these 
people are payrolled. 

r. THomas. They are more important than to call them miscel- 
laneous. When we get something unimportant we put it under “Mis- 
cellaneous.” How many of those good architects are you putting 
under “Miscellaneous” ? 

Mr. Strawser. There are 265 positions shown. 

Mr. Tuomas. You have that under “Miscellaneous” along with 
“Abaca, foreign aid procurements,” the Federal facilities corporation 
fund, and DPA revolving found. Where are you? 

Mr. Hunter. “Construction services.” 

Mr. Tuomas. Two hundred forty is for what year? 

Mr. Hunter. 1958, sir. 

Mr. Tuomas. This is 1958 and 1959, the central office and the field. 
You have 240. How many of them are in the field ? 

Mr. Strawser. None of those are in the field. They are all in the 
central office engaged in design and construction. 

Mr.’ Tuomas. Where are the field people shown? 

Mr. Srrawser. On page 93. 

Mr. Tuomas. Under cRepair and improvement” ? 

Mr. Srrawser. Yes, sir. 
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Mr. Tuomas. Your green sheets? 

Mr. Hunter. Yes, sir. 

Mr. Tuomas. How did you find the 612? 

Mr. Strawser. The 612% 

Mr. Tuomas. Where are they ? 

Mr. Srrawser. Of the 1,504, sir, 835 are ungraded force account em- 
ployees who do force account work in buildings improvements. An- 
other 612 of them are assigned to the Design Pa Construction Division 
for the handling of the large repair and improvement program. The 
balance of the employees are in the buildings management office han- 
dling the programing of the repair and improvements projects. 

Mr. Tuomas. What is the total appropriation? ere can we 
find it in one place for your design sod construction activity ? 

In other words, there are about 850 employees that are never men- 
tioned in this budget in any other way except some figures that don’t 
mean anything and takes somebody to explain them. That is about 
what it adds up to; isn’t it? 

Mr. Srrawser. Two hundred sixty-five, sir, in construction services, 
are not approriated for by this committee.’ Their salaries are reim- 
bursable from all types of money that we get for construction. There 
is no green sheet in here for those employees because their salaries are 
reimbursable from other appropriations or agencies. They were listed 
on page 360 for the convenience and information of the committee, 

Mr. Tuomas. Congress is appropriating money for that number of 
employees and they know virtually nothing about it. Is that an ac- 
curate statement ? 

Mr. Srrawser. They are reported here as shown, sir. 

Mr. Tuomas. You recorded some bare figures. You couldn’t find 
it with a’ search warrant. It doesn’t mean anything except there are 
some bare figures without an explanation, does it ¢ 

When you go to the trouble of setting out this Division, you set out 
about one-fifth of the positions and don’t set out any more. I say one- 
fifth. You set out 20 employees and you have 850 more? 

You don’t even mention them. 

Mr. Poorman. Mr. Chairman, I think we would be more than 
pleased to recapitulate it in any way you feel would help the committee. 

Mr. Trostas. Gentlemen, we will just rely upon your good judg- 
ment. 

Mr. Poorman. Each appropriation for which these 265.do work 
is charged its proportionate share. ' 

For example, there is in the order of $265 million worth of 
work that is currently in some stage of construction with us that is 
financed. from appropriations to other agencies. They carry their 
proportionate share of this design and construction organization in 
the central office. inv. 

Mr. Tuomas. Don’t you see what you are getting into? You are 
going to find yourself with some limitation which is going to require 
you to account for every 5 cents you get, and you can’t spend it without 
accounting for it. That is what you are working toward. We are not 
going to give you this blank check that: you now have for long. That 
is what it amounts to. 

Do you know what the cost is on the two-hundred-odd employees 


. 


that you have in the District? 


22311—58— pt. 2——7 
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Mr. Hunter. Mr. Chairman, for the 204 people now employed the 
annual salary costs total $1,358,035. 

Mr. THomas. From which fund are they paid? 

Mr. Hunvter. Out of the construction services fund which is reim- 
bursed from the various projects which are being designed or con- 
structed. These men timecarded against these various projects. 

Mr. Srrawser. This construction services account was authorized 
by the Congress about 7 or 8 years ago at the suggestion of the General 
Accounting Office so we could more properly timecard the charges of 
the employees engaged in this work back to appropriations made for 
construction purposes. 

Mr. Meptey. Public Law 413 of the 79th Congress. 

Mr. Tuomas. Giving you authority to put it in one fund is one 
thing and your accounting for what is in the fund is something else. 
You have not accounted for what is in the fund. What do you spend 
on the 612 positions paid for from contributions from various 
projects? What do you spend on those people ? 

Mr. Hunter. I don’t understand. 

Mr. Tuomas. I thought you said you budgeted 612 positions in 
the field. 

Mr. Srawser. Their time is timecarded in the field and that portion 
which is applicable to the repair and improvement appropriation is 
reimbursed from the repair and improvement appropriation. 

Mr. Tuomas. What do you pay for their services ? 

Mr. Hunter. It is not based on the total limitation because we are 
not up to it—— 

Mr. Tuomas. Who set the limitation? You must have limited 
yourself. I know of no limitation. 

Mr. Hunter. We do, sir. There is a limitation of 612, and the total 
annual payroll is $3,468,860. 

Mr. Tuomas. What isthe limitation? It isnot on dollars. 

Mr. Hunter. It is a limitation set for the number of people we can 
employ in the regions. 

Mr. Poorman. It is based on workload controlled from the central 
office. It is part of the Administrator’s program to keep our total 
employment in balance with the workload. 

Mr. Tomas. What are the projects themselves? Where are the 
various sources of the funds? 

Mr. Poorman. Quite a variety. The “Sites and expenses” appropri- 
ation for lease-purchase expenses is a portion of it. PBS is also super- 
vising design and construction on the order of $265 million reimburs- 
able from other agencies. There is the repair and improvement pro- 
gram which you folks have been so helpful on. There are various 
other special programs. The Post Office Department has a color and 
light program which they finance out of their revenues. There is 
ae a bit of work. It is all from funds which have been appropriated 
through congressional channels either to us or the other agencies. 

Mr. Tuomas. Appropriated funds by the Congress and the Con- 
gress knows nothing whatever about them and has no say-so in how 
you spend it. That is what it boils itself down to, even though the 
budget calls the signals and that is it. 

r. Poorman. So far as the moneys appropriated to us, you know 
about those. Many of the other are appropriated —— 
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Mr. ae You have no money other than appropriated funds, 
do you 

Mr. Poorman. No,sir. However, many of the appropriations carry 
specific requirement that they be turned over to us. The State De- 
partment, the Smithsonian, and quite a number of those are appro- 
priations which specify we will do the design and construction. 

Mr. Tuomas. You say you have 20 jobs in this activity and, as a 
matter of fact, it is 850 jobs. That is quite a percentage unaccounted 
for under this activity. 

Mr. Mepiey. Mr. Chairman, we certainly want to put it together in 
the most helpful way possible. The problem is caused because part 
of the program is financed by one appropriation and another part is 
financed by another. We certainly can supply a summary for the com- 
mittee at the time the record is sent up so it will give it to you in com- 
plete detail. 


Office of Design and Construction 


1958 fiscal year 1959 fiscal year 
Source of funds 


Positions Salaries Positions 


Operating expenses, PBS overall direction of 
design and construction programs. All 
NS i a wend boaken ia aamamaiidingibearen 20 $157, 200 20 

Reimbursements from other GSA and other 
agency appropriations chargeable through 
“Construction services’’ account. Costs 
based on actual time card charges for work 
performed. All central office__.____- ahantontnts 240 1, 810, 625 265 

Charged to ‘‘Repair and improvement” appro- 
priations for actual time card charges for 
work performed on that account. All field__- 612 | 3, 595, 860 612 





The 872 employees for 1958 are engaged in carrying out authorized building construction, repairs, and im- 
provement programs totaling about $1 billion. 


ProGkRaM PLANNING 


Mr. Tuomas. Let’s put “Program planning” in here. 
We will insert pages 46 to 48 in the record. 
(Pp. 46 to 48 inclusive follow :) 


4. Program planning 











Average employment 
Amount 
Departmental! Field Total 
6 otal od jslinigae Yo ad ange $1, 074, 300 65.0 63.0 128.0 
I 8 nna Bins eae eae te oe +26, —1.0 —.4 —1.4 
wei igh dees Board 1, 101, 100 64.0 | 62.6 126.6 
HIGHLIGHT 


“This activity provides centralized planning of real property programs cov- 
ering immediate and long-range building needs; consultation with other agen- 
cies to resolve their general problems on space, building service or other prop- 
erty management matters, and to determine immediate and long-range space 
and services needs; development and application of occupancy standards; de- 
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velopment and maintenance of Space cost statistics and program performance 
reporting for managerial use; and appraisal of real property.” (From. The 
Budget for 1959.) 

The small increase requested for 1959 is to cover increased cost of travel and 
increased payments to the retirement fund. The activity cost in summarized 
below under four principal subactivities. 








1957 1958 1959 

Distribution of cost by subactivity: 
a ek oa $206, 882 $408, 900 $418, 700 
{O) ‘Agemogy SeOv ides. 0) 8c. obes- 225955 2098 90 56, 600 165, 800 169, 800 
if) menmueran ene Sentistics.. ... 2.64... sepa.--- dad 53, 743 | 92, 400 94, 700 
(ny mepwatenis ee 2 Sa an 180, 259 | 349, 300 357, 700 
Performance cost _. Teen ae aa aed iar tacace tas a 497, 484 1, 016, 400 1, 040, $00 
RApOTRARR, tated o 5s 4055s -k- (FA SLRS pb | +57, 900 +60, 200 

Total estimate STIPE ZA. 


Liok  tetoe 27.) | 1,074,300 | 1, 101, 100 


JUSTIFICATION 


(a) Planning.—This subactivity covers investigations and development of 
plans to provide for the acquisition, construction, extension, alteration, and dis- 
posal of real properties and facilities; and development, in cooperation with 
Federal agencies of justification and planning for new building construction. It 
furnishes centralized study and development of immediate and long-range plans 
for Federal building construction and for acquisitions required for efficient and 
economic housing of Government activities. 


1957 1958 | 1959 
Performance cost... .. Sod padieg pind 0 $206, 882 $408, 900 $418, 700 
PIES Beis ce cb coe boc wesu-- Seek so = 430k pula. “ | +23, 300 +24, 200 
Total estimate....._._...- prgupr td cEMUONOE CEE +0 ----| 482,200 | 442, 900 


(b) Ageney services.—-Provides for full-time representatives to work with 
tenant agencies in developing plans to meet future space and service requirements 
and to overcome current problems of space suitability, assignment, and utiliza- 
tion; liaison with the agencies on all aspects of real property management with 
emphasis on promoting application of approved standards to develop the most 
economical space utilization, consistent with efficient operations. This service 
is well received as an effective management tool by all agencies of ‘the Federal 
Government. 


1957 1958 1959 
Performance cost. . -- : bs . . ; $56, 600 $165, 800 $169, 800 
RetiremeGtews skis eck sid...... ove abs} waa “4 +9, 400 | +-9, 800 
Total estimate___......-. ssbb ebe~ JS beth. F324 Aiete a Eb Est 175, 200 | 179, 600 





(c) Standards and statistics —Provides studies of agencies to determine type 
of space layout for both office and nonoffice type functions and establishes stand- 
ards of office layout for efficient operation. Provides research into trends in space 
layout and arrangement in private industry. 

There is also provided a centralized program of cost statistics and performance 
reporting for all real property programs for managerial and control purposes and 
for budgetary planning. It concentrates in one location statistical and reporting 
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activities common to all real property functions thereby eliminating duplication 
in statistical and other management reporting. 


1957 1958 1959 





Performance cost. .... nei apnicnaitn dh hinen teaientiiilis pepe evan $53, 743 $92, 400 $94, 700 
Retirement... ..... 22. 255.02144 ~RL-4 iS Sol id. SPRL TS si. GyGt +5, 300 +5, 500 


Total estimate..._.._... os) nthe), Ue Ga Baas paren k 97, 700 100, 200 


(d) Appraisals.—Under this activity a staff is provided which furnishes 
direction of a program of appraisal of real property under consideration for 
acquisition by lease or purchase, or for sale as surplus to the needs of the 
Government. It also provides a minimum regional staff for determining fair 
market value of (1) surplus and excess properties held for disposal, (2) sites 
or buildings to be acquired by purchase, and (3) leasing of properties for 
Government purposes. Properties appraised include industrial plants, building 
sites, office buildings, military posts and installations, rights-of-way, ete. 

Except for the cost of supervision, this item does not provide for the cost of 
contract appraisals normally used for all site acquisitions, disposal cases where 
acquisition costs is in excess of $10,000, and for all leases where annual rental 
is in excess of $200,000. Such costs are financed by the program for which the 
appraisal is made. 





| © 1987 | 1988 1959 
Performance cost... ........-- oceen : i $180, 259 | $349, 300 $357, 700 
Retirement. ....___-- . 5 . | +19, 900 +20, 700 
Total estimate -_- |. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and staffing.—$926,000 provides for 180 positions distributed 
as follows: 


1957 1958 1959 


f ap | 
Depart-| Field Total |Depart-| Field | Total Depart-| Field | Total 
| 








mental | | mental | mental 

uh ts oe =- FR rh atl ha 
(a) Planning... on 4 22 | 199; 4 18 31; 49 18 31 | 49 
(b) Agency services 13 13 tae } 21 | 21 = | 21 
(c) Standards and statisties_| 12 12 14 | : 14} 36 out 5.. | 14 
(d) Appraisals 18 16 34 | 14 | 32 | 46 14 | 32} 46 

Total positions | 65} 35] 10}. or} 68} 1s} or) es} 4 

Total average employment 41.8 2! 61.8 


30 
| 63} 128; 64) 626| 126.6 


| 


Other objecis.—-$175,100, or 16 percent of total estimate, provides: 

(1) $58,000 for travel covering 2,520 travel days at $23 per day for on-site 
surveys, project investigations, and appraisals. During 1958 travel limitation is 
insufficient to permit essential travel on appraisal of surplus property and project 
investigations. Travel that is essential in connection with implementing recent- 
ly organized planning functions and incidental training will necessarily be heavily 
curtailed. The amount reflected for 1959, an increase of $24,500 over 1958, is 
essential to provide coverage of work programs and assigned responsibilities. 

(2) $18,000 for communication services. 

(3) $8,000 for reproduction. 

(4) $60,200 for contribution to the retirement fund. 

(5) $30,900 for normal office expenses. 


Mr. Tomas. What do you mean by “average employment”? Is 
this what you learn from this performance budget? 
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_ Mr. Meptry. No, sir. We have a man and he resigns, for 
instance—— 

Mr. Tuomas. Do you mind asking Mr. Brundage to put it in plain 
terms? When he puts in “average employment” we don’t know what 
he is talking about. 

Mr. Mepixy. Average employment is what is financed. 

Mr. Tuomas. How many jobs do you have here? 

Mr. Mepiey. In program planning? 

Mr. Tuomas, Yes, 

Mr. Meprey. In program planning for 1959, it shows 130 positions 
with an average employment of 126.6, on page 49. 


UNFILLED POSITIONS 


Mr. Tuomas. How many jobs do you have? 

Mr. Meptery. 130 positions. 

Mr. Tomas, How many bodies do you have on the roll, Mr. 
Schmidt ? 

Mr. Scumipr. One hundred and eight as of February 6. 

Mr. Tuomas. You mean braintrusting jobs are hard to fill? You 
have money for 130 and you have only 108! 

Mr. Scumipr. This is a new activity; we have been building up the 
staff to the workload. 

Mr. Trromas. We have been doing a little business with you folks 
for 8 or 10 years. We go into this every year. There is nothing too 
new about it. 

Mr. Scumipr. It is new as a centralized activity in the Public Build- 
ings Service. 

Mr. Tuomas. When did you first establish it? 

Mr. Scumivr. Late in fiscal 1957. 

Mr. Tuomas. You did not have any of that before 1957 ? 

Mr. Scumipr. Not as a centralized activity, and only to a limited 
degree. 

Mr. Tuomas. Burt Reynolds used to give us a lecture on it at the 
drop of a hat 10 years ago, what he could do with 15 or 20 good men 
on program planning and everything else, including property utiliza- 
tion. That is what it deals with, does it not? 

Mr. Scumipr. That is right, sir. 

Mr. Tuomas. Do I see this correctly, that this year you want 130 jobs 
and you have only 108 filled now ? 

This activity provides centralized planning of real property programs cover- 
ing immediate long-range building needs; consultation with other agencies to re- 
solve their general problems on space, building service or other property man- 
agement matters, and to determine immediate and long-range space and service 
needs; development and application of occupancy standards; development and 
maintenance of space cost statistics and program performance reporting for man- 
agerial use; an appraisal of real property. 

Theoretically, this is the best part of the budget. Maybe it is worth 
the money. I doubt it. If you could go in with your experts and 
say to an agency, “Our people know more about this than you do, we 
hope, and here it is. You are entitled to this much space and you are 
to give up this much.” But you have no authority to do that. 

This program costs $1,101,100 this year against $1,074,300 last year. 
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APPRAISALS 


You have appraisals $349,300, against $357,700 next. year. What 
are those appraisals? IL think I find an activity way back over here 
of $1 million under acquisition. Is there nota little overlapping with 
acquisition and disposal ? 

Mr. Scumipt. No, sir. This is for the staff appraisal group, which 
provides for 46 positions, part of which is in departmental service 
and part in the field. 

In addition to that, we do enter into contract appraisals. 


APPRAISAL PROGRAM 


Mr. Tuomas. Page 47 shows a breakdown of your appraisal pro- 
gram. I have written in longhand something to the effect it is over- 
lapping with activity No. 2, “Acquisition and disposal.” Acquisition 
and disposal has a million dollars way back over here, about a hundred 
pages from here, in addition to that. 

Let me read: 


Under this activity a staff is provided which furnishes direction of a program 
of appraisal of real property under consideration for acquisition by lease or 
purchase, or for sale as surplus to the needs of the Government. It also pro- 
vides a minimum regional staff for determining fair market value of (1) surplus 
and excess properties held for disposal; (2) sites or buildings to be acquired 
by purchase; and (3) leasing of properties for Government purposes. Properties 
appraised include industrial plants, building sites, office buildings, military posts 
and instaliations, rights-of-way, etc. 


A good appraiser is a good appraiser, is he not, if it is real estate 
he is appraising? You are using these people on your lease-purchase 
program ? 

Mr. McContne. No, on acquisition and disposal, because the basis 
for acquisition and disposal is the fair market value, which has to be 
established. 

Mr. Tuomas. You have planning and appraisals. How many peo- 
ple do you have appraising for 1959? 

Mr. Scumupr. Worty-six. 

Mr. Tuomas, How many did you have for 1958? Forty-six. How 
many did you have for 1957? Thirty-four. Why the increase in 2 

years ? 

; Mr. Scumipr. Most of the increase is in the leasing field. This 
activity provides for appraisals to determine fair market value of 
property to be leased under the buildings management activity for 
compliance with the Economy Act limitations. 

Mr. Tuomas. (reading) : 


It also provides a minimum regional staff for determining fair market value of 
(1) surplus and excess properties held for disposal, (2) sites or buildings to be 
acquired by purchase, and (3) leasing of properties for Government purposes. 
Properties appraised include industrial plants, building sites, office buildings, 
military posts and installations, rights-of-way, etc. 

Except for the cost of supervision, this item does not provide for the cost 
of contract appraisals normally used for all site acquisitions, disposal cases 
where acquisition cost is in excess of $10,000, and for all leases where annual 
rental is in excess of $200,000. Such costs are financed by the program for 
which the appraisal is made. 


I find on the tab at the end of your book about a million dollars for 
that purpose. 
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Mr. Mepiey. I think you are referring to page 362, Mr. Chairman, 
which provides an estimate of $1 million under legislative authority we 
got a couple of years ago. This enables us to use the proceeds from 
the disposal of surplus property for hiring appraisers and auctioneers. 

Mr. Tuomas. Page 362 is right, $1 million. How much of it did 
you use in 1958? $1 million. In 1959, $1 million, in addition to ap- 
praisers under “Program planning” ? 

Mr. Scumipr. Not all of that is for appraisers. 

Mr. Tomas. How much do you have for appraisals? You have 
46 jobs. What will it cost you for appraisers, $357,700? 

Mr. Scumipr. The $357,700 is for the staff appraisers. Our con- 
tract appraisal fees for 1957 amounted to $468,810. 

Mr. teas Out of that million dollars? 

Mr. Scumipr. Part of that was out of the million. 

Mr. Tuomas. In addition to the $357,000? 

Mr. Scumipr. That is right, sir. $468,810 was for contract ap- 
praisal fees. The other is the staff cost for appraisals and review of 
contract appraisals. 

Service Direction 


Mr. Tuomas. Insert page 50, “Service direction,” $533,700. 
(The page is as follows:) 


5. Service direction 


Average employment 


1958_- 





HIGHLIGHT 


General direction over all programs assigned to the Public Buildings. Service 
is provided in the central office by the Commissioner, his immediate staff, and 
staff of an administrative officer. In the field, supervision is carried out in each 
of the 10 regions by a regional director for PBS, an administrative officer, and 
necessary stenographic and clerical assistance. Cost of penalty mail for all 
activities under this appropriation is also provided. 


1957 1958 1959 





General supervision __-. Ss oe lie al cel oat tela eee $461, 039 | $494,300 | $494,300 
Penalty mail costs...._.._. ie ee Ceinden si See Nh a eee Sas eae 9, 700 9, 700 9, 700 
Performance cost _. ._-_-_-- Lica dn melslb lish bio. cad VEEP Deeb vere ss 470,739 | 504, 000 504, 000 
hth th iets iar oel’ say b- cose bo eis vee c heen 00 eb Sieh - 40 > atteten «canes +28, 500 | +29, 700 





Total estimate. _..______- nln ag Lalyauh wh oh: im | 532,500 | 533, 700 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personnel services and stafing.—$456,500 for 59 pofSitions, distributed as 
follows: 


1957 1958 1959 








SE Ga cn car cieccconneseqteedunbdedeene-tctieimaas 21 20 20 

I ii i we tcewnen tepals ini e 37 39 39 
TOtH DUS Ad. c5-nee dl cérues 3 Sis cliandatti aed 58 59 59 

AWEsOG CHRPRO TUES « 5 ooo cc cccacvcaccchccngessecssenctenes 51.2 58. 6 57.8 


Other objects.—$77,200, or 14.5 percent of total estimate, provides $9,700 for 
penalty mail costs, and $29,700 for contribution to the retirement fund. 

The remaining $37,800 provides: (1) $14,500 for travel based on 580 days at 
$25; (2) $23,300 for normal recurring office expenses. 


Mr. Tromas (reading) : 


“General direction overall programs assigned to the Public Building Service is 
provided in the central office by the Commissioner, his immediate staff, and staff 
of an administrative officer. In the field, supervision is carried out in each of 
the 10 regions.” 

How many people are involved here? 

Mr. McConmr. Fifty-nine. 

Mr. Tuomas. Whose office is this? Is this Mr. Floete’s? 

Mr. McContue. It is mine and the regional directors for PBS in 
the 10 regions. 

Mr. Tromas. Layer on layer; I see now. When we put this organi- 
zation together there was no authority existing in the Office of the 
Administrator to change the substantive law of any of the component 
agencies. Is that correct, gentlemen ? 

Mr, McContme. If vou, mean Mr. Floete cannot contro] me you. are 
not correct, sir. 

Mr. Trromas. I said Mr. Floete has no authority to change sub- 
stantive law. JT know we put some language in 3 or 4 years ago. 

Mr. Mus. I believe 1 am correct in saying Mr. Floete has the 
right to reorganize GSA. 

Mr. Tuomas. Reorganize does not give him the right to change the 
substantive operation of any of the component agencies. Reorgan- 
izing is one thing but changing the substantive provisions is different. 

Mr. Mirts. As far as the functions are concerned he is stuck with 
them. As far as organization is concerned he can change it. Is that 
correct ¢ 

Mr. Tuomas. That is pretty good. What are you looking for, Judge 
Medley ¢ 

Mr. Meptey. Not a thing. 

Mr. Tuomas. This is Mr. McConihe’s office ? 

Mr. McContne. Yes, sir. 

Mr. Tuomas. Have you any legal services or budgeting services or 
accounting services that are overlapping here? 

Mr. 7 heed Those services are all provided through “Admin- 
istrative operations.” 

Mr. Tuomas. What is the breakdown of these 60 people? How many 
unfilled jobs have you? How many jobs do you have set up for 1958? 
You have averag employment of 58.6. How many are set up? 
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Mr. Strrawser. Fifty-nine positions:in 1958, 
Mr. Tuomas. How many unfilled ones as of January 1 out of the 59? 
Mr. Srrawser. Of the total positions there were 49 actually em- 
ployed on December 31. 

Mr. Tuomas. Forty-nine out of the 59 or 60? 

Mr. Srrawser. Yes, sir. , 

Mr. Tuomas. Ten or 11 unfilled jobs? 

Mr. Srrawser. Yes, sir. 

Mr. Tuomas. I note about half the time for your employment you 
jump tothe green sheets and the other half you havea table. 


Macuine Toot Reserve 


We will go to “Machine tools.” Put page 52 in the record at this 

pew and 53 and the table on the green sheets, first half of page 54. 
hat is where you have the employment. 

(The pages are as follows :) 


6. Machine tool reserve 


Average employment 











| 

| Amount ii % , 

Department | Field | Total 
emer SS. 5S wiojossib Js | $529, 000 4 55.7 59.7 
I edi eiipinthicccesincueeisnalssdee | —25, 400 |_..--- ene +5.3 +5.3 












Vea ; a 7 61.0 65.0 





HIGHLIGHT 


“A reserve of Government-owned machine tools and industrial equipment is 
maintained to supply essential needs of the Armed Forces in time of national 
emergency. It is estimated that an average of 10,808 tons of machine tools will 
require preservation, maintenance, and analytical testing in 1959, compared to 
— ee 9,983 tons in 1958, and 8,756 tons in 1957” (from the budget for 
1959). 

The estimate includes funds for dehumidification of additional storage space. 
It also provides for the first time for analytical testing of stored machines as 








directed by DOD. 
Summary of performance cost 
1957 | 1958 1959 

3 National industrial equipment reserve_.-_-_---....---..---- $413, 405 $434, 400 $446, 600 
6) Dehumidification of warehouse space. -_--..-........-.---- 100, 000 75, 000 35, 000 

Ds ish nected scagern wascetudeneeeond tock 513, 405 509, 400 481, 600 
ays pra i sdb acon plans ints inca lasnch apie +19, 600 +22, 000 

Total estimate. ___. gerne reste a eae 2 RO 520,000 | 503, 600 








JUSTIFICATION 







(a) National industrial equipment reserve.—Entails (1) maintenance of a 
reserve of machine tools and industrial equipment, including transportation to 
storage locations, receiving, dismantling, analytical testing, processing, ware- 
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housing, and preparation for shipment and (2) leasing of tools and: equipment 
to contractors engaged in defense work. 


Starting inventory (tonnage) 

Returned frorn leases (tonnage) 

ED SOUND tenho cirnep bo eens diabampebindte ae 
Disposals (tonnage) 


Ending inventory (tonnage) 
Average workload (tonmage)_.______- 


Unit cost per ton 


Performance cost ‘ $434, 400 
Retirement 3 : . +$19, 600 


"EURO CORR sone i 5 Senne dake kb acbotinas sedan $454, 000 





Rentals from leased tools totaled $143,564 in 1957 and are estimated at 
approximately $100,000 and $80,000, respectively, for 1958 and 1959, 

(b) Dehumidification of warehouse space.—Entails making airtight certain 
existing warehouse space and the purchase and installation of sufficient de- 
humidification equipment to control the moisture content within the storage 
area. Extensive tests by the military departments and private industry have 
conclusively demonstrated the many benefits derived through controlled moisture 
storage. Revised military standards for preparation, storage, and maintenance 
of machine tools and production equipment for industrial mobilization recog- 
nizes only controlled storage either through heating or dehumidification, prefer- 
ably dehumidification. Deterioration due to oxidation is arrested and lighter 
protective coatings are required under such controlled storage, resulting in a 
lower annual maintenance cost and primarily permitting the use of the ma- 
chines for immediate production in event of need with a limited amount of time 
required to remove preservatives. 


Work unit (square foot) 65, 34, 000 


Unit cost $2. 20 


Performance cost i "$75, 000 | 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing—$338,000. All employment is under NIDR 
subactivity. Increase in average employment in the field is the result of annuali- 
zation of 1957 positions for personnel engaged in the analytical testing program 
undertaken at the direction of DOD. 

Other objects.—$165,600 of which $134,100 or 26.6 percent, of total estimate 
covers program operations cost, including $48,000 for inbound freight on tools; 
$22,000 for utilities in warehouse space; $46,600 for dehumidification work, 
guard service, and other contractual services; $15,200 for operating supplies, 
materials, fuel, spare parts, etc., required for maintenance and processing of 
machine tools and equipment ; and $2,300 for FICA payments. 

The remaining $31,500, or 6.3 percent of total estimate, covers: 

(1) $3,600 for travel, based on 46 days by central office officials and 110 days 
for regional personnel at average cost of $23 per day for periodic inspections, 
and engineering supervision of work at warehouse locations. 

(2) $5,900 for normal office expenses, including communicatiens service, sup- 
plies and materials, and printing and reproduction of regulatory and manual 
material, leasing agreements, standard and office forms. 
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(8) $22,000 for contribution to the retirement fund. 


Positions by grades and average employment 












Actual, 1957 Program, 1958 Request, 1959 


| De- | | De- | | De- | oy 
| part- | Field | Total | part- | Field | Total | part- Field | Total 
ment | ment ment | | 
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UNFILLED POSITIONS 


Mr. Tuomas. You have 67 positions. How many vacancies did you 
have on January 1 out of the 67% 

Mr. Houston. Eight vacancies. 

Mr. Txomas. I notice you have some high-powered boys, one grade 
14, three 13’s, two 11’s. These are not all maintenance people by any 
means, are they? 

Mr. Houston. No, sir. 

Mr. Tuomas. Are they all located in the field or in the District ? 

Mr. Houston. Four of them are located here in the District. 

Mr. Tuomas. Only four? 

Mr. Houston. My office consists of a total of nine people—— 

Mr. Tuomas. I beg your pardon. 

Mr. Houston. This central office activity consists of 9 people; 4 
of them are provided in this budget and the other 5 are provided with 
funds from the Defense Production Act. 

I should perhaps explain that I work for the Defense Materials 
Service. But the item is budgeted here because, as you undoubtedly 
recall, originally the entire National Industrial Reserve was a Public 
Buildings function. Approximately 2 years ago the machine-tool 
activity was transferred to. the Defense Materials Service because at 
that time we had substantial programs under the Defense Production 
Act that had to do with machine tools. 

At the time this transfer was made, the National Industrial Reserve 
plants function was kept in the Public Buildings Service. 

Mr. Tuomas. What is left. in the machine-tool reserve? Is it just 
what the title expresses? You take them out and use them and when 
they are used they do not come under this appropriation. They do 
not come under this appropriation until they go back in the reserve? 
Is that right? 

Mr. Houston. Yes, sir. 

Mr. Tuomas. What do your field people do? 


| 


rte Wtose we 
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Mr. Houston. Of the sixty-odd people presently employed, 45 are 
of the nature of warehouse employees. 

Mr. Tuomas. They are in the field ? 

Mr. Houston. Yes. The remainder are supervisory people, both 
at the regional office and at the warehouse, with the exception of four 


covered in this budget who are in the central office administrative 
staff. 

Mr. Tuomas (reading) : 

A reserve of Government-owned machine tools and industrial equipment 
is idaintained to supply essential needs of the Armed Forces in tine of national 
emergency. It is estimated that an average of 19,808 tons of machine tools 


will require preservation, maintenance, and analytical testing in T9459, com- 
pared to an estimated 9.983 tons in 1958, and 8,756 tons in 1957, 


When these machine tools are turned over to you whet happens 
to them ¢ 


Mr. Tlousron. They are taken to the warehouse, Mr. Chairman. 
They are cleaned 

Mr. ‘THomas. What warehouse? 

Mr. Houston. We maintain 2 warehouses, 1 in Dixon, TI1., and the 
other at Burlington, N. J. The one in Dixon is approximately 160,000 
square feet. 

Mr. Tuomas. Do you work for this appropriation or the armed 
services ? 

Mr. Hovsron. 1 work for this appropriation. 

Mr. Tromas. You said only 4 of your 9 people were charged here. 
Where are the rest of them char 

Mr. Hovsron. To the Defense Production Act funds, 


RELATION OF ACTIVITY TO DEFENSE PRODUCTION ACT PROGRAM 


Mr. THomas. Where does the Defense Production Act fit into the 
picture? When the machines are taken out of the reserve and rented 
to a contractor are they charged to the Defense Production Reserve 
and when he completes his job they are then returned to the reserve 
and you take over again ¢ 

Mr. Meptey. Partly, Another phase and a bigger one is that under 
the Defense Production Act there was a sizable program for the 
production of machine tools, the so-called pool order program. The 
supervision Of those contracts was logically placed with the people 
who knew something about machine tools, which was Mr. Houston’s 
organization. The volume of that work is equally as great as this 
job here is in the reserve. 

Mr. Tuomas. What is that job? 

Mr. Houston. Under the Defense Production Act activity; for 
example, we purchased $31.7 million worth of machine tools and 
leased them to machine tool builders in order to expand the produc- 
tion of machine tools which was quite a thing in 1952. 

Mr. Tromas. Where . are. those. tools now? 

Mr. Houston. We have sold to the contractors in possession twenty- 
two-odd million dollars worth of the tools at prices which, if the 
rent is taken into account, assured the Government the return of its 
complete investment. 

We still have on lease $3.8 million worth and some 289 items which 
cost $5.1 million are in storage. 
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Mr. Tuomas. You folks are a service agency for the Department 
of Defense ? 

Mr. Houston. That was not the intention. 

Mr. Tuomas. What was the intention ? 

Mr. Hovusron. The intention was to assure expansion of what is 
known as a defense supporting industry, the machine-tool industry. 
To be sure, the bulk oF those machine tools were required for work 
on defense contracts but they were not required by the Defense 
Department directly. 









































WAREHOUSE WORK 


Mr. Tuomas. You have 67 jobs. What do these people do? 

Mr. Houston. The bulk of them are at the two warehouses I 
mentioned. 

tas mos. Will you state where the warehouses are located 
again ? 

Mr. Hovsron. One is located at Dixon, Ill., and the other is at 
Burlington, N. J. 

Mr, Tuomas. Are they Government-owned space? 

Mr. Houston. Yes, sir. 

Mr. Tuomas. I do not find that information in your justification 
here.. Isit in here? 

Mr. Houston. I do not believe so. 

Mr. Tuomas. What do those 37 people do at the warehouses? 

Mr. Houston. They receive the tools as they are returned from 
lease or as they are selected from excess property under the National 
Industrial Reserve Act, they prepare the tools for extended storage, 
they operate the warehouses and perform the normal housekeeping 
functions.of warehouse operation. 


OTHER OBJECTS 


Mr. Tuomas. You have “Other objects” here, $165,600 of which 
$134,100, or 26.6 percent of total estimate, covers program operations 
cost, including $48,000 for in-bound freight on tools; $22,000 for 
utilities in warehouse space; $46,600 for dehumidification work, guard 
service, and other contractual services; $15,200 for operating supplies, 
materials, fuel, spare parts, et cetera, required for maintenance and 
processing of machine tools and equipment; and $2,300 for FICA 
payments. 






WORKLOAD DATA 


How many tools are you taking in and taking out of there a year? 

Mr. Houston. That is set out briefly on page 52. 

Mr. Tuomas. I understand that. You have starting inventory, ton- 
nage, 1957, 7,833. That does not mean anything to me. How many 
tools were there ? 

Mr. Houston. If you divide those tons by three that will give you 
a rough estimate of the number of items involved. 

Mr. Tuomas. Returned from leases in 1959 is 360 tons? 

Mr. Houston, Yes, sir. 

Mr. Tuomas. You are having a turnover of only 750 tons. 

Mr. Houston. Wealso have new selections of 1,200 tons. 
Mr. Tuomas. Where is that? 
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i Mr. Houston. That is the item immediately after “Returned from 
eases, 

Mr. Tuomas. New selections. What is that? 

Mr. Houston. Those are items selected from “Excess machine tools” 
for inclusion in the reserve. Their selection is made in the Secre- 
tary of Defense’s office. 

Mr. Tuomas. They are already in the warehouse, are they not? 

Mr. Houston. No, sir. 


Mr. Tuomas. What part of them are in the warehouse? What do 
you select them from? They are already in the reserve, are they 
not? Are you buying new tools? 

Mr. Houston. No, sir. 


Mr. Tuomas. You have no authority to buy tools from this ap- 
proprition ? 

Mr. Houston. No. As a matter of fact the National Industrial 
Reserve Act specifies that the tools be selected from excess property. 

Mr. Tuomas. Where are they located ? 


Mr. Houston. These are tools that become excess to the needs of 
the military services largely. 
Mr. Tuomas. You mean the contractors? 


Mr. Houston. Yes, sir, tools that the services have purchased for 
the various production programs. 


Mr. Tuomas. You have to oil and grease them and put them in a 
building? 


Mr. Houston. Yes, sir. 

Mr. Tuomas. Are they not covered when you say “returned from 
leases”? They have been used. 

Mr. Houston. The leases from which they are returned are leases 
GSA has made directly. 


Mr. Tuomas. My notes, “Cut very heavy; justification is very poor; 
no details.” I wrote this last night about 11 o’clock. I see no reason 
to change my mind now on this justification. What do your 67 people 
do? You do not tell us. See if you can strengthen your justification, 

(The following was submitted later :) 


The Industrial Equipment Division of the Defense Materials Service is respon- 
sible for all operating functions in connection with machine tools assigned to 
General Services Administration. The Division was originally established as a 
branch of the National Industrial Reserve Division, Public Buildings Adminis- 
tration, to carry out the machine tool responsibilities created by Public Law 883, 
80th Congress. In connection with the Korean emergency, a number of machine 
tool programs were assigned to this Division and were accomplished without in- 
crease in the total number of central office personnel. 

The National Industrial Reserve Act authorized the Secretary of Defense to 
direct the General Services Administrator to take into custody and maintain 
as a reserve against a future emergency machine tools listed as excess property 
by the various executive agencies (principally, the military departments). The 
usefulness of the reserve is demonstrated by the fact that 8,500 items have been 
transferred to military departments for use in the production of military end 
items, and during the Korean emergency 833 items were leased to private con- 
tractors for defense or defense-supporting production. On December 31, 1957, 
98 items remained on lease. 

NIER activities are principally custodial, with a varying amount of leasing 
activity depending on current defense production requirements. To carry out 
this custodial responsibility, warehouses are maintained at Dixon, Ill, and 
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Burlington, N. J., in Government-owned space. The Chicago and New York GSA 
regional offices have a total of 4 employees engaged in regional office work and 
the remaining 62 positions are warehouse employees, 54 of whom are wage board 
employees having a variety of skills ranging from common laborer to analytical 
testing machinists. Of the classified employees at the warehouses, there are two 
GS-11’s, both of whom are industrial specialists serving as warehouse superin- 
tendents. 

As of December 31, 1957, the reserve consisted of 4,741 items having an acquisi- 
tion value of $15 million. Of these, 98 were on lease and 25 were awaiting ship- 
ment to warehouse. The appropriation request was based on the assumption that 
the 98 items on lease would be returned to warehouse during fiscal 1959, and that 
there would be new selections by the Secretary of Defense of 400 additional items, 
and that 150 items would be removed from warehouse as a result of instructions 
from the Department of Defense authorizing disposal of items no longer required 
for the reserve, lease to defense contractors, etc. 

The operation of these storage locations differs substantially from that of an 
ordinary merchandise warehouse. The units to be stored are very expenSive, 
very heavy, and very sensitive. Industrial skills of a relatively high order 
are required merely to handle thém into storage. However, before they are 
placed in storage, they are subjected to precision tests as to their operating capa- 
bilities, partially dismantled in order to thoroughly clean and prepare for ex- 
tended storage. 

The analytical testing operation deserves special comment since it was only 
undertaken by General Services Administration in fiseal 1958, and is budgeted 
for in this appropriation request for the first time. The Secretary of Defense 
has directed GSA to follow the testing procedures prescribed in his instruction 
to the military departments, No. 4215.1. In this instruction the military depart- 
ments were required to subject all items in their respective industrial reserves 
to a system of testing which would make it possible for the central inventory 
record to disclose precisely what the remaining capabilities of the respective 
machines are. Lack of information on this point has seriously hampered indus- 
trial.mobilization in two previous emergencies. 

The present budget request provides for the analytical testing of the antici- 
pated receipts. The tests require wage board personnel of the highest skills. 

Although additional personne) (five) are requested for this purpose, the over- 
all unit performance cost is expected to continue the decline established in 1957 
and 1958. 

This appropriation request was based on the estimates furnished by the De- 
partment of Defense that 400 items would be received during fiscal 1959. At 
the recent meeting of the Statutory National Industrial Reserve Review Com- 
mittee at the Department of Defense, responsible officials of the Department 
predicted that the military departments would substantially increase their ex- 
cess declarations of standard general purpose machine tools during the next 
8. years and that selections of 2,000 or more items for the national industrial 
equipment reserve during 1959 appear likely. 


Mr. Txomas. On the operating expense dealing with the machine 
tool reserve you are seeking this year $503,600, which is a reduction of 
$25.400 as against last year. 

I havea note here to the effect that you still have 67 jobs for 1957, 
and we would like to know, briefly, where these jobs are located, how 
many are in the District, how many are in the field, and where they 
are located in the field, and so forth. 

I note one sentence here to this effect : 

Increase in average employment in the field as a result of annualization of 
1957 positions for personnel engaged in the analytical testing program under- 
taken at the direction of the Defense Department. 

I want to know who paid for this direction given by the Defense 
Department of if they paid for it themselves. If they paid for it, 
why are you seeking annualization of any programs and, in the 
second place, for your information, the committee does not approve 
of annualization ? 
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We like to have it ona full year basis so we can keep up with it. 

How many tools do we have ¢ 

You say that it is estimated at an average of 10,800)tons of machine 
tools which will require preservation and maintenance and analytical 
testing in 1959, compared to-an estimated 9,983 tons in 1958 and 8,756 
tons in 1957. 

We do not quite understand this operation. 

We asked the other day how many specific tools would be laid away 
and how many would ‘be added to the ‘reservé as well.as how many 
would be dehumidified, but we were not given that information, 


EXCERPT FROM WALL STREET JOURNAL 


May I read into the record an excerpt from the Wall Street Journal 
as of Feburary 13, 1958, which has an observation on machine tools 
which might be worth commenting upon: 


Already the armed services have begun unloading their machine tools on the 
market—-about 15,000 of them— 


it does not say anything about tons, it says 15,000 of them— 


in the latest batch. And complete production line packages formerly in moth- 
balls have been raided for particular machine tools usable for current produc- 
tion. Millions of dollars’ worth of tools have been taken, for instance, to make 
the J—57 for engines. 

The article does not say anything about tons, but says at, least 22,000 
tools are considered in prime condition for disposal. 

What is the story on this? Will you please turn to page 52 of the 
justifications which deals with the machine-tool reserve ? 


Does someone want to’ comment on that very briefly and to the 
point? 

Mr. Tlouston: Mr. Chairman, perhaps I should explain that!the 
National Industrial Reserve Act assigns custodial functions on ma- 
chine tools aswell as plants to the General Services Administrator. 

Mr. Tromas:: We know that, but thank you for the: information. 
You may proceed. 


ANALYTICAL TESTING OF MACHINE TOOLS 


Mr. Houston. Under that situation we take the Defense Secretary's 
direction as tothe methods to be used im the handling/and preservation 
of these tools. 

Recently, within the past year, we were directed to adopt the ana- 
lytical testign procedures which were prescribed for the military 
departments in handling the same kind of property. 

That comment is directed, Mr. Chairman; to the question which you 
raised about the analytical testing program, and-T can describe it in 
considerably more detail if the committee wants to hear it. 

Mr. THomas. How many jobs do you want to annualize’ and’ how 
many did you add at the direction of the Defense Department, and 
who is going to pay for them ? 

Mr, Houston. The money to pay for what we do to the National 
Industrial Equipment Reserve is sought from this committe and i; 
carried in the “Operating expenses, Public Building Service” portion 
of our budget presentation. 

22311—58—pt. 28 
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There are five positions budgeted in this presentation for that 
purpose. 

Mr. Tromas. On an annual basis? 

Mr. Houston. On an annual basis; yes, sir. 

Mr. Tuomas. They were not on an annual basis last year ? 

Mr. Houston. No, sir. 

Mr. Tuomas. How many? 

Mr. Houston. The work has been only recently undertaken. 

Mr. Tuomas. I am just going through your language here which 
states: 

Increase in average employment in the field as a result of annualization of 
1957 positions for personnel. 

You do not say how many. 

How many are engaged in the analytical testing, and were these 
positions annualized in 1957 or 1958, and are they on a full annual 
basis in 1959? 

Are you going to try to annualize some of them in 1959? 

Mr. Houston. These are wage board employees, sir, and they are 
employed of course at an hourly rate. However, the work would be 
continued at the locations. 


LOCATION OF NIR WAREHOUSES 


Mr. Tuomas. All right; how many locations are involved here? 

Mr. Houston. There are two warehouse locations containing this 
property. 

r. THomas. Where are they? 

Mr. Houston. One is in Burlington, N. J., and the other in Dixon, 
Til. 

Mr. Tuomas. Those are the two places where the tools are stored ? 

Mr. Houston. Yes, sir. 

Mr. Tuomas. How many machine tools are stored at each place? 

Mr. Houston. There are 4,741 pieces of equipment in all, Mr. 
Chairman. 

Mr. Tuomas. How are they broken down between the two ware- 
houses? Is that Government-owned space or is it leased space? 

Mr. Houston. It is Government-owned space, sir. Of the 4,741 
tools, 3,743 are at Burlington and 998 are at Dixon. 

Mr. Tuomas. What would be your turnover at each warehouse this 
year, and what was the turnover in each warehouse last year ? 


EMPLOYMENT 


How many of your employees are involved ? 

You have, I know, 67 employees; is that correct? 

Mr. Houston. That is correct, sir. 

Mr. Tomas. How many of them are in the field in the two ware- 
houses, and how many are in the District of Columbia? 

Mr. Houston. There are 4 in the District of Columbia, 4 in the 
regional offices, and 59 are in the warehouses. 

Mr. Tomas. Then you have 59 in the warehouses, 4 in the District 
of Columbia, and 4 in the regional offices? 

Mr. Houston. That is correct, sir. 
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Mr. Tuomas. So, that gives you about 59 employees to handle 
4,741 pieces of equipment at 2 locations? 
Mr. Houston. That is correct. 


TURNOVER IN MACHINE TOOLS 


Mr. Tuomas. How many machine tools will be brought in and out 
and how many were turned over, or put into the reserve in 1958, and 
how many taken out in 1958? 

How many will be put in the reserve in 1959 and how many will be 
taken out ? 

Mr. Houston. To some extent, of course, we are making predictions 
here, and therefore it is necessary to use averages. 

Mr. Tuomas. Give us that information for the first 6 months of fiscal 
1958 and there will not be any speculation at all, will there? 

Mr. Houston. That is right. 

Mr. Fiorre. Mr. Chairman, while he is looking that up, we at- 
tended a meeting over in the Defense Department about 2 weeks 
ago in which the subject of these additional tools came up. You 
understand that we only get those in the reserve that the Secretary 
of Defense directs us to take into reserve. 

At that time they told us that there would be about 7,500 tools 
declared excess of which approximately 3,000 would come into this 
reserve, but we have budgeted for much less than that. 

Mr. Tuomas. The others would be sold, the other 4,500 or so? 

Mr. Houston. Yes, sir; by the military. That is particularly true 
in the Air Force. They seem to have a great many more tools than 
the other services. 

Mr. Tuomas. How accurate is the statement which appeared in the 
Wall Street Journal, and which I just read ? 

It says that 15,000 had already been sold. It does not say when. 

Is that a cumulative figure, or what? It says: 
already the armed services have begun unloading their machine tools, on the 
market, about 15,000 of them in the latest batch. 

I presume by that, that that is recently? 

Mr. Houston. The Air Force, principally, has been holding sales 
of machine tools after they have been screened through the Excess 
Property Procedures. 

r. THomas. They were not in the warehouse, though? 

Mr. Houston. They were not a part of the reserve so they were 
not in our warehouses. 

Mr. Tuomas. And they were not in your custody ? 

Mr. Hovuston. No, sir; the tools we have in custody, Mr. Chairman, 
are the selections specifically for the Reserve that the Defense Depart- 
ment makes from excess property lists, principally of tools declared 
excess. 

Mr. Tuomas. What I am getting up to now—and that is the reason 
I asked you to give us a figure on how many were put in in the first 
6 months of calendar year 1958 and how many were taken out—is to 
get the correct information on that. 

Can you do that? 

Mr. Houston. Mr. Chairman, I do not have data in that form, but 
Tean get it very quickly for you. 
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Mr. Tuomas. If you want to justify these positions you had better 
get it in that form. 

Mr. Houston. Yes, sir. 

Mr. Tuomas. If you do not, so far as we can tell, you have 4 people 
sitting around in the District of Columbia and 4 in your regional 
offices, as well as 59 in the warehouses, not doing much of anything 
but sitting down watching these tools rust and depreciate in value, 
and paying rent on them while they are doing it. That is what usually 
happens to anything in reserve; is 1t not? 

Mr. Hovston. No, sir. Our principal activity is to prevent rusting 
and depreciation of the tools in reserve. 

T will furnish for the record additional data which contains the 
answers to some of your questions. I will also furnish the data you 
requested as to the workload and turnover in numbers of tools. 

Mr. Tuomas. Off the record. 

(Discussion off the record) 

Mr. Tuomas. When it is submitted and we will take a look at it. 

(The statement referred to follows :) 





















Workload and turnover in numbers of machine tools 





Actual Revised estimate 


Last half Total, 


Total, 
fiseal year | fiscal year | fiscal year 


Fiscal year| First half 


1957 ~— | fiscal year 
| 













| 
1958 1958 1958 1959 
— rT dail etaiiica eatt va $$ |__| = 
; 
Starting inventory 6, 358. | 4, 524 4,741 | 4, 524 4, 848 
Returned from leases _ 63 | 26 25 | 51 60 
New selections... | 367 | 218 382 | 600 600 
Disposals. .. | —2, 264 | —27 —300 —327 —110 
Ending inventory --- | 4, 524 | 4,741 4, 848 | 4, 848 5, 398 














Selections from January 1, 1958, through February 18, 1958, by the DOD for 
NIER were 180 items. Estimated numbers for 1958 and 1959 do not reflect DOD 
“crash” program. 

The large number of disposals in 1957 is attributable to the elimination from 
the reserve of 2,001 items following an inspection and review by GSA, DOD, 
and industry representatives. These items were sold as surplus property. 

















Mr. Tuomas. We will resume at 10 o’clock tomorrow morning. 





Wepnespay, Fesruaty 12, 1958. 






ADMINISTRATIVE OPERATIONS 






Mr. Tuomas. For all practical purposes, we discussed the adminis- 
trative operations for OK~PBS yesterday. 

Mr. Reporter, put page 55 in the record. 
(Page 55 follows :) 










7. ADMINISTRATIVE OPPRATIONS 


HIGHLIGHT 







Financial, administrative, and legal. services, management supervision, re- 
gional direction, and legislative and information services to support this program 
are provided by the integrated staff organization of GSA financed by transfers 
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to the administrative operations fund from funds provided for the respective 
purposes. 

Funds provided for this support in 1957 and 1958 were based on the best 
estimates then available of the workload and costs involved. Since those esti- 
mates were made, the system of cost distribution required under the administra- 
tive operations fund legislation has been installed and reports of such costs 
during 1957 became available for use in preparing estimates for 1959 

This estimate is based on a projection of 1957 cost distributions to sapport 
increased operating programs proposed in estimates for 1959 as compared to 
1957. The 1959 estimate for administrative operations is less than 1958 financing 
to bring it into balance with related workload. 

Cost distribution reports for 1957 disclose that administrative operations 
support for the OE-PBS program totaling $117.6 million cost $2,785,407 or 
2.37 percent, The estimated cost for 1959, excluding retirement that did not 
apply in 1957, is $3,091,500 to snpport an OE-PBS program totaling $138.5 
million or 2.23 percent. An item of $60,000 for the recodification of real prop- 
erty laws is also included in the estimate for 1959 that was not provided for in 
previous estimates. 


| 


1957 perform- |1958 financing) 1959 estimate 


DISTRIRUTION OF COST RY SURACTIVITY 


(a) Financial services ; i ihm henna ae 472, 324 $1, 401, 300 
(6) Administrative services ivenaaudne - <3} beet ‘| 1, 196, 100 
(c) Legal services__-. an --] b 317, 700 
(d) Legislative and information services. - ! 61, 100 
(e) Management supervision 115, 300 


Performance cost Lobvnasoud phen bene lel cohen 3, 3 3, 091, 500 
Retirement. __._. ne = J . ant : ‘ +180, 500 
Total estimate. __. sontnpalh heats Se a 3, 272, 000 
Estimated man-year equivalent. _- : d : 4) 505. 478.9 


WORKLOAD FOR SELECTED FUNCTIONS 


Financial ser vices; 
Employees payrolled \ : 
Vouchers processed _ - 3, 246 193, 000 
Billings, collections, and miscellaneous documents _ 

essed. js : 4955) -G4a-} 08 | 91, 000 

Audits performed: | 
Contract_......_-. : Lit ,ii32 g 54 

Internal , cl ali 99 | 

Administrative services: 

Personnel, employees serviced. . 
Compliance investigations 
Personnel security inv estigations. 

Legal services performed -. Pie 








Mr. Tuomas. (reading) : 


Financial, administrative, and legal services, management supervision, regional 
direction, and legislative and information services to support this program are 
provided by the integrated staff organization of GSA financed by transfers to 
the administrative operations fund from funds provided for the respective 
purposes. 

Is that what we call the Medley fund ? 

Mr. Meputery. Mr. Chairman, this is that portion of the total ad- 
ministrative operations cost that is thanetabln te this appropriation. 
Advances are made to the administrative operations fund from this 
appropriation in the amounts shown, 

Mr. Tuomas. This is the operating expense, public buildings service 
part of the Medley fund? The Medley fund is around $13 million, 
if Tremember. Is that correct ¢ 

Mr. Meprey. If that is the way the chairman cares to identify it, 
that is right. 
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Mr. Tomas. Each part of the Medley fund will be indicated in 
the operating service ? 
Mr. Mepuery. It is distributed between the various appropriations 
and funds. 
CONSOLIDATED LEGAL SERVICES 


Mr. Tuomas, Judge Sweeney, you haven’t said anything in here. 
How are they treating us lawyers? How many de we have? I know 
they are working us to death and not paying us half what we are 
worth. 

Mr. Sweeney. I have 49 lawyers in the Washington offices divided 
among 5 different services, and 3, myself and 2 associates, in my 
immediate Washington office. 

Mr. Tuomas. How many do you have in the field ? 

a Sweeney. I have 22 lawyers in the field, divided among 10 
offices. 

Mr. Tomas. How many are there in the District, 49 ? 

Mr. Sweeney. Forty-nine professional legal positions. 

Mr. Tuomas. Are they all lawyers? 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. And 22 in the field ? 

Mr. Sweeney. Yes. We also have secretaries that work for these 
lawyers. 

Mr. Tuomas. What is the total legal staff? 

Mr. Sweeney. 125 total positions, lawyers and secretaries. 

Mr. Tuomas. Are they all assigned to the five operating bureaus in 
the District, or are they set up as a unit and they share the work for 
each bureau, or are their activities confined exclusively to the Bureau ? 

Mr. Sweeney. They all report to me professionally, but they are 
assigned to an Assistant General Counsel. One Assistant General 
Counsel is assigned to handle the legal problems of each service. For 
example there is an Assistant General Counsel in charge of the Public 
Buildings Service legal work. 

Mr. Tuomas. How many are in that PBS group? 

Mr. Sweeney. Fourteen. 

Mr. Tuomas. Give us a breakdown of your 49 in Washington. 
There are 14 for Public Buildings Service. 

Mr. Sweeney. Six are assigned to Federal Supply Service, 8 as- 
signed to Transportation and Public Utilities Service, including 3 who 
are primarily working on the SAGE program. There are 10 assigned 
to the Defense Materials Service. There are eight assigned to do legal 
work for the staff of the Administrator and the Archives Service. 
That is, they advise the Board of Review, work with our legislative 
liaison people, the Comptroller, the Director of Personnel, and the 
Archivist of the United States, also special projects that come up, 
such as the Procurement Task Force that was set up by direction of 
the President. 

Mr. THomas. How many lawyers do you have in your immediate 
office ? 

Mr. Sweenry. There are two beside myself. There are three of us. 

Mr. Tuomas. How do you coordinate the efforts of the field activ- 
ities and your five operating divisions ? 
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You have five operating divisions besides your own. Each division 
has a Chief and Assistant Chief, I presume. 

Mr. Sweeney. Each one has a Chief. We have journeymen lawyers 
who work under him. The structure of each division depends on the 
size and nature of the workload. 

Mr. THomas. What does the Chief Counsel and his office do? 

Mr. Sweeney. I am the Chief Counsel for the Administrator. 

Mr. Fiorre. You supervise the rest of them ? 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. What do you mean, you supervise the other lawyers? 
How do you supervise them? A lawyer comes up and makes a study 
on a Pra and submits it to you? Do you have to go through the 
painful process of rebriefing the case, et cetera, to see that you come 
up with the same conclusion that he does? 

Mr. Sweeney. To some extent. We do not obviously brief it in 
the same detail that the original office briefs it, Mr. Chairman, but 
we do review it and coordinate their work with the work and the 
opinions that have been expressed by the other divisions of my offices. 

In other words, our objective is to be sure that the opinions that are 
rendered by any one office are consistent with the opinions rendered by 
all the other offices. 

Mr. Txomas. What is your workload, generally, and then we will 
be specific on Public Buildings Service. 

What does your workload look like for this year and what was it 
last year, generally, and then be specific as to Public Buildings Serv- 
ice. 

Mr. Sweeney. Of course, our workload increases in direct relation 
to the programs of the services. As their programs have been increas- 
ing our workload has been increasing. 

r. Tuomas. What was the figure set for Public Buildings Serv- 
ice? Was it 19? 

Mr. Sweeney. Fourteen lawyers. 

Mr. Tuomas. Fourteen lawyers and how many in Defense Mate- 
rials Service, did yousay? Ten? 

Mr. Sweeney. That is correct. That is a reduction of two over a 
year ago, because of an adjustment. 

Mr. Tuomas. What could be the detail of Defense Material Serv- 
ice, the quantity and complexity, as compared to Public Buildings 
Service ? 

Mr. Sweeney. As you know, Mr. Chairman, we have entered in the 
past into large supply contracts in the DMS field, and at present the 
Sa of those contracts involves a great many legal prob- 

ems. 

There are interpretations and changes required. Our lawyers sit 
in with the operating people to work out those changes. 

Mr. Tuomas. Was that personnel load about the same for fiscal 
years 1956 and 1957 as you indicated for 1958 and 1959? 

Mr. Sweeney. There has been some increase each year. 

From 1957 to 1958 we had an overall increase of 10 positions, of 
which 7 represented specific new assignments that were given to our 
office to perform and the other three were increased due to the gen- 
eral workload of the services. 
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Mr. Tuomas. To which division were they assigned?, That is what 
we are interested in. How many did you assign to Public Buildings 
Service and how many were assigned to. Defense Materials Service? 

It looks to me-—I am not»trying to tell you how to run your busi- 
ness—but it looks to me when you mess around with real estate prob- 
lems of Public Buildings Service, buying a lot of land and straighten- 
ing out titles, it looks to me like your personnel load ought to be 5 to 1 
weighted in favor of that: I can’t imagine a ratio of 14 to 10, Public 
Buildings Service against Defense Materials Service, when they are 
buying all this real estate, with all those problems. 

Mr. Sweeney. The workload for Public Buildings Service is in- 
creasing and we are understaffed. We are reviewing whether there 
can be.a further shift to increase that office and decrease one of the 
other offices. There is a personnel ceiling.on us. .We are assigning 
everyone where he is most needed. 























ADMINISTRATIVE OPERATIONS FOR OPERATING EXPENSES, PBS 





Mr, Tromas. Does this table on page 55 accurately reflect the ad- 
ministrative cost of the Medley fund for this appropriation? That is, 
“Financial services,” $1,401,300, “Administrative service,” $1,196,100 
“Legal serviees,” $317,100, “Legislative and information services’ 
$61,100, “Management supervision” $115,300, “Retirement,” $180,500, 
totaling up to $3,272,000, against $3,401,700 for last year? 

You have 505.1 man-years for 1958 against 478.9 man-years for 1959. 
That would be about 550 or 556 positions last year against about 525 
thisyear. Isthat about right? 

Mr. Mepuiry. There is a reduction of 26 for 1959, Mr, Chairman. 
I think it would be appropriate at this time to point out that scattered 
through this budget you will find adjustments with respect. to “Ad- 
ministrative operations.” The reason being that at the time we pre- 
pared our 1957 estimate, we didn’t know as much about the Morkiowa 
under each appropriation as we do today. We now have the benefit 
of the work measurement system which was installed, revised, and 
approved by GAO beginning in. 1957 as required by the legislation 
setting up the administrative operations fund. 
















ADVANTAGES OF THE ADMINISTRATIVE OPERATIONS FUND 





Mr. Tromas. What do you think about it? Wouldn’t it be better 
to go back to the old system and let each one of these operating services 
stand on its own feet and make its own justification for administrative 
operations rather than come uhder a common fund and talk about a 
yardstick to measure out performance? 

You are not quite accurate about it. 

Mr. Meptey. You get truer cost this way, Mr. Chairman: 

Mr. THomas. How do you get truer costs when you measure the 
services of five different organizations, against each one measuring 
its own? 

Mr. Meptey. Well, by having the administrative operations fund, 
first, you have integrated’ administrative operations organized on a 
ven basis, which is the most economical way to perform the 
total job. 
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Second, by having the fund, you eliminate a tremendous amount of 
bookkeeping: 

Mr. Tuomas. I don’t see how you will do it. Take the legal services. 
On paper and bookkeeping, you put it all in one fund. a matter 
of operation, legal services are divided into seven parts, one part scat- 
tered over 10 regional offices, another part in 5 operating divisions, 
and the third part is the Office of the General Counsel. 

Mr. Meptey. Just like the engineers do on a construction job, the 
lawyers keep time records. Take the man in the regional office who 
must cover a of all 5 services: He may be working on a public 
buildings problem this morning and a Federal supply problem this 
afternoon. He keeps track of his time. Every quarter, we distribute 
those costs, based on those time records, to the proper appropriation. 


SUMMARY GREEN SHEETS 


Mr. Tuomas. I notice a discrepancy between your green sheet on 
page 56 and in your table on page 55, if the green sheet is supposed 
to reflect a true summary. You have 538 full-time jobs for 1959 on 
the green sheet and you set. out here 479 man-years on the table. I 
have been talking man-years being about 10 to 15 percent less than 
full-time jobs. Does this green sheet. reflect, the true situation, when it 
says 538 against 479? 

Mr. Meptey. What page are you on, Mr. Chairman ? 

Mr. Tuomas. Page 56, under “operating expenses, Public Buildings 
Service.” 

Mr. Mepiey. Mr. Chairman, this is the summary. green sheet for 


direct employment for all of the BRINE activities under this appro- 


priation, excluding that for the 
administrative operations. 
Mr. Tuomas... What does this include, then? . This says “summary”. 
Mr. Meptey. Yes. 
Mr. Tuomas. Why is it here? 
Mr. Meptey. It is the customary summary for an appropriation, It 
covers Mr. McConihe and his staff, the program planning activity, ac- 
uisition and disposal, design and construction, machine tool reserve. 
he summary green sheets for the administrative operations is in- 
cluded in the back of the book under the consolidated administrative 
operations. 
Mr. Tomas. What does this green sheet on page 56 include if it 
is not intended to follow your table on 55? 
What is the difference? 
Mr. Meptry. It is the sum total, Mr. Chairman—— 
Mr. THomas. You have total personal services here. 
Mr. Meptey. Yes. It is the sum, total of the green sheets shown on 
pages 43, 45, 49, 51, and 54. 
Mr. Tomas. Aren’t they charged in here on administrative ex- 
pense ? 
Mr. Meptry. No, Mr. Chairman; they are not. 
Mr. Tuomas. Where are they charged, then ¢ 
Mr. Mepiry. The only employment. charged directly to this ap- 
propriation includes Mr. MecConthe and his staff, program planning, 
acquisition and disposal, machine tool reserve, and design and con- 
struction. 


uildings management fund and the 
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Mr. Tomas. Don’t they have any financial services or legal serv- 
ices or information services, or management supervision? 

Mr. Meptey. Yes. 

Mr. THomas. Where are they set out? If it is not included there, 
why have thissummary # 

Mr. Meptey. To summarize the employment and costs shown on the 
green sheets for each of the preceding activities. 

You will recall when we discussed setting up the administrative 
operations fund originally we said that we would show separately the 
administrative cost and the workload for each appropriation and then 
we would pull it all together in one place and haw the total cost and 
employment, which we have done. The material in the back of the 
book under the “Consolidated administrative operations” shows costs 
and employment for all administrative operations and the distribution 
by appropriations and funds. 

Mr. Tomas. That is on 56, now ? 

Mr. Meptey. No, Mr. Chairman, it begins on page 325. 

Mr. THomas. What does page 56 cover ? 

IT know you have the consolidated statement. 

Mr. Meptey. It is intended to give you a summary of “Operating 
expenses, PBS.” We could take it out if you wished, Mr. Chairman, 

Mr. Tuomas. We didn’t put it in. 

Mr. Mepiry. It does cover, however, Mr. McConihe’s staff and 
the regional directors in the field; “Acquisition and disposal”; “Pro- 
gram planning”; “Machine tool reserve”; and “Design and construc- 
tion.” 

Mr. Tuomas. Is that in addition to what is on page 55? 

Mr. Mepiey. The expense shown on page 55 is included in “07 
Other contractual services” on page 56, but the employment is not in- 
cluded in the “Schedule by grades.” 

Mr. TxHomas. What is the total administrative cost? Do you have 
- to have the two together for the administrative cost of Public Build- 
ings Service? 

Mr. Meptry. I don’t believe so, 

Mr. Tomas. In other words, you don’t call “Employment in Fi- 
nancial Services, Legal Service, Legislative and Information Service, 
Management Supervision,” a part of that overall management serv- 
ice for Public Buildings Service? 

Mr. Meptey. Well, we show the man-year equivalent here. It would 
be difficult, if not almost impossible to show the employment by posi- 
tions and grades on this portion because this reflects the time kept by 
hours of work for this appropriation—pieces of man-years of hundreds 
of employees at different grades, Mr. Chairman. 


WORKLOAD DATA 


Mr. TxHomas. What do you mean by “legal services performed?” 
There is 29.700 for 1959. In the table above, “Legal services, $317,700” 
is shown. Is this a contribution, or reimbursable service or what ? 

Mr. Meptey, That 29,700 is the workload in number of legal opin- 
ions, deeds, notes, legal documents, and so forth. 

Mr. Tuomas. That is workload and not dollars and cents? 

Mr. Meptey. That is right. 
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Mr. Tuomas. They did almost as many as you did on vouchers. You 
only processed 195,000 vouchers. We lawyers came up with 29,700 
opinions. We weren’t working hard, either. 

Mr. Meptey. Yes, sir. 

Mr. THomas. What in the world could a legal staff do to come up 
with 29,700 opinions? Judge, that makes us look a little foolish. 
What do you mean? Did you put that many periods or so many com- 
an ih eyyiniding or in letters? Do you have to add them in, too, to get 
29,700? 

Mr. Sweeney. This is an average measure of the workload to give 
us a comparative workloads by years. 

Mr. Tuomas. I understand what it is, Judge. What did we do? 
We have here “legal services performed.” I thought it was dollars 
and cents, it was so large. t didn’t think that was right—29,700. 
Where did we get that figure? Off the record. 

(Off the record.) 

Mr. Sweenry. We have a reporting system for each quarter. Each 
one of my operating divisions has to report to us from their daily 
records. 

Mr. Tuomas. Tell us what the 29,700 is. If it is not dollars, what 
is it ? 

Mr. Sweeney. This is a work measurement system. It includes 
opinions rendered, documents prepared, reviewed, reports made, hear- 
ings participated in, claims decided, legislative proposals drafted or 
reviewed, and other special projects completed, and for programs 
financed by “Operating expenses, PBS.” in 1957, it added up to 22,- 
742, and estimated 27,300 for 1958, and 29,700 for 1959. 

Mr. Tuomas. Does that cover the field or just the central office ? 

Mr. Sweeney. That includes both. : 

Mr. Tuomas. Judge, I am not going to ask for a detailed breakdown 
on that because I know it would take too much time to come up with 
that 29,700 figure. It might be a little awkward getting that detail in 
there. 

Mr. Sweeney. We are prepared to furnish it, Mr. Chairman. 

Mr. Tuomas. Let’s go into it, then. Tell us about it. Break it down. 
That was your proposition, not mine. Break down the 29,700. 

Mr. Sweeney. I haven’t got those figures with me, Mr. Chairman. 

Mr. Tuomas. You said you were prepared to do it. 

Mr. Sweenry. Prepared to submit it, sir, but I don’t have it with me. 

Mr. Tromas. That is different. 

You will have to have 10 more people, I imagine, to come up with the 
proper analysis of that 29,700. We will make a deal with you. We 
will forget it if you will forget it. 

Mr. Sweeney. All right, sir. 

Mr. Tuomas. Next year don’t come up with any figure like that un- 
less you are prepared to substantiate it right here. 

Mr. Yates. Is that for “Public buildings?” 

Mr. Tuomas. All of it, and in the field. 

Mr. Yates. Only in the field of public buildings? 

Mr. Tuomas. This is not for your five divisions? 

Mr. Sweenty. No, sir. It is the workload under “Operating ex- 
penses, PBS.” The total for all public buildings work is estimated at 
45.800 for 1959. 

Mr. Tuomas. You are going to limit it to this service here alone? 
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Mr. Sweeney. The 29,700 covers only operating expenses for 1959. 

Mr. Tuomas. It is 150,000, then? 

Mr. Yates. For everything ? 

Mr. Sweeney. No. 

Mr. Tuomas. Make it. 130,000, because for some of the services you 
only have 10 lawyers. This one is the biggest one. You have 14. 

Mr. Sweeney. Mr. Chairman, I think the other figures are not as 
large, if you add them all up, because of the nature of the work. 
These are finished legal jobs that are done. In some of my divisions, 
the type of work is a larger work unit, and we have not found a satis- 
factory way of measuring it in a comparable manner between services. 

Mr, Tuomas. You have a fine staff, sériously, for the record, and 
you have a tremendous workload, We do hope you will look over 
your distribution of your talent, because in. your Public Buildings 
Service division, it appears to me, with the workload you have now 
and what you anticipate in the future, it is going to require a lot of 
time and a lot of effort to straighten out these Jand titles, condemn- 
ing land, et cetera. 

CLEARING LAND TITLES 


Do you expect the various United States attorneys to help you out 

in your land-acquisition problems? 
fr. Sweenry. With the division of work, I believe they handle 
checking and clearing of titles. 

Mr. Tuomas. I heard one United States attorney complaining that 
you asked him to condemn a piece of Jand, then sent him an abstract 
that was nothing. He had to go out and get the abstract, and do all 
the work. I remember in the old days we used to have furnished to 
us an abstract and most everything else. It was a question of running 
down the title. It would take a day or two, depending on the title. 

If the United States attorney has to go out and procure an abstract, 
that is something else. You don’t do any of those services for him? 

Mr. Sweeney. We do obtain the title and abstract for the United 
States attorney in purchase cases. The Department of Justice has to 
pass upon the validity of the title. 

Mr. Tuomas. This United States attorney told me you didn’t 
furnish him an abstract. He had to go out in the open market and 
have bids submitted for an abstract. He couldn’t tell about the state 
of title until he had an abstract. 

Mr. Sweeney. I believe they get the abstracts and title evidence in 
condemnation cases. 

Mr. Tuomas. Let’s be specific. Did you send an abstract down to 
Houston? Did you have any land down there that you were condemn- 
ing, and did you send an abstract covering that land, that you either 
were condemning or negotiating or trying to purchase ? 

Mr. Moopvy. We have a peculiar provision in our statute, that when 
we buy 

Mr. Tuomas. I just asked you if you sent an abstract down there. 

Mr. Moopy. We require the vendors to supply title in purchase 
cases. It is just exactly backward from normal procedure. 

Mr. Tuomas. The question is: Did you send an abstract of title 
down there to the United States attorney ? 
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Mr. Moopy. If the vendor has an abstract of title, we supply it to 
the United States attorney. If we have to get an abstract of title 
in condemnation cases, the United States attorney has to do exactly 
as you said, 

r. Tuomas. I presume the answer is you don’t know. 
Mr. Moopy. It depends on the situation in each case, Mr. Thomas. 
r. THomas. Your Chief Counsel just told me that you sent ab- 
stracts to the United States attorney. Do you or don’t you? That 
is all we are trying to find out. 

Mr. Sweeney. Mr. Chairman, in purchase cases, the vendor pro- 
vides us with an abstract which we send to the United States attorney. 

Mr. Tuomas. If he said you didn’t send him one, I guess he knows 
what he is talking about. He had to go out and get open competitive 
bids to get one. It took him 3 or 4 months to do so. You are dealing 
with this subject all the time. Why don’t you expedite it and see 
that someone gets you an abstract? You spend a lot of time pro- 
curing these various pieces of land under sites and planning. You 
have had money for years to do it. Why not speed it up? 

If you know a United States attorney does not have an abstract, 
and you are having difficulty clearing the title, you are bound to 
know he has to go out and get an abstract and it will take him 3 to 5 
months to do it, under the law. 

Mr. Sweeney. We do that in purchase cases. 

Mr. Tuomas. Does that not make sense ? 

Mr. Sweeney. Yes, sir; it does. 

Mr. Moopy. Mr. Chairman, we have an item in our legislative pro- 
gram that will do what you have in mind; give us authority to go out 
and buy title evidence. Right now, we don’t have. 

Mr. THomas. You don’t have that authority now? 

Mr. Moony. No, sir. We don’t have authority to acquire title 
evidence. 

Mr. Tuomas. You have the administrative authority to do it. I 
know that if a private citizen in my area buys a piece of land from 
another private citizen, part of the deal is you furnish an abstract of 
title so that I can find out what I am getting. Can’t you do it, too? 
You don’t need any legislative authority to do that. You have it in 
administrative authority. That is just good, common, horsesense, 
isn’t it? What about it? 

Mr. Jonas. Of course, we don’t have abstract companies operating 
in all the States. We don’t use them in North Carolina, for example. 
Private practitioners do all the title abstracting. 

Mr. Tromas. It doesn’t make any difference how they get it. It is 
bound to be obtained someplace. 

Mr. Jonas. In North Carolina, for example, they couldn’t advertise 
for bids because we don’t have abstract companies. They would have 
to employ some lawyer. 

Mr. Tuomas. Public Buildings Service could say to whomever they 
are buying the land from, “You furnish an abstract of title.” How 
he gets it is of no concern to this Service. 
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Repair AND IMPROVEMENT, FEDERALLY OwNneEp ButLprines 


Program and financing 


1957 actual 1958 estimate | 1959 estimate 


Program by activities: 
Operating costs: 
1. Maintenance repairs. ----..-.-..--.-.-.---.-------- $18, 253, 744 
2. Renovation projects 5, 783, 690 
3. Air conditioning - - . 103, 945 
4. Administrative operations... _............-... 612, 036 


Rn 
—_ 


| see 
| e222 


~~ 
$3 


8 
} 


Toca! Operating Goets.. 25-5 225 lay 24, 743, 415 


Capital outlay: 
1. Maintenance repairs-...............---..----..-..- 1, 225, ? 
2. Renovation projects 
3. Air conditioning 1, 147, r= 


Total capital outlay 11, 440, 901 


2) a8 
3| 855 
2/'81888 is 


Total cos 7 36, 184, 316 62, 750, 
5. Relation of costs to obligations: 
Costs financed from obligations of other years (un- 
aid undelivered orders), net (—) —1, 377, 078 
Obligations incurred for cost of other years (un- 
paid undelivered orders), net 


Total program (obligations) 
Financing: 
Oddapernaive transfers (—) from other accounts 
Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation (new obligational authority) 


Object classification 





1957 actual | 1958 estimate 1959 estimate 





Travel__ $260, 000 $300, 000 
Transportation of things . 25, 000 25, 000 
Communication services_.._..........-- peas 
Rents and utility setvines......... 22. .sc25. 245. e 
Printing and reproduction 
Other contractual services - - 
Payment to ‘‘Administrative operations fund’’_...___- 
Services performed by other agencies 
Supplies and materials. 
Equipment 
Lands and structures--- 
Refunds, awards, and indemnities 
Taxes and assessments....................-.----.--------- | 


Rox S} 


—_ 


02 
03 
04 
05 
06 
07 


Bp $ 
S58eSs 


g| seseesesees 


Total obligations 


g 
5 


, BOO, 61, 372, 922 








Mr. Tuomas. Mr. Reporter, put pages 60 and 61 in the record at 
this point. 


(Pp. 60 and 61 follow :) 
REPAIR AND IMPROVEMENT, FEDERALLY OWNED BUILDINGS 


Summary reconciliation of 1959 estimate to 1958 funds 
A. 1958 appropriation in annual act 
B. Decreases in 1959: 
Air conditioning program $8, 218, 478 
Administrative operations 121, 000 


—8, 339, 478 
C. Increases in 1959: 
Renovation projects 4, 712, 400 


Total program (obligations) 1959 61, 372, 922 
Financed by balance carried forward from 1958 


Total estimate for 1959 
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Analysis by activities 





Deductions | Additions 1959 


1. Maintenance repairs , $15, 250, 000 
2. Renovation pro 000 


27, 329, , 32, 041, 400 
3. Air conditioning ; $8, 218, 478 13, 331, 522 
4. Administrative operations... ...............-- 121, 000 750, 000 


Total p ™m 65, 8, 339, 478 61, 372, 922 
Financed by balance carried forward from 1958_|_............- 11, 372, 922 —l1, 372, 922 


19, 712, 400 50, 000, 000 


GENERAL STATEMENT 


“This appropriation provides for repairs, renovations, and improvements for 
over 4,600 Federal buildings, under the jurisdiction of the Administration for 
that purpose, which contain more than 101.3 million net square feet of floor space 
and were constructed or purchased at a cost exceeding $1.5 billion. Since the 
start of World War II lack of a general construction program has resulted in 
deterioration and obsolescence which adversely affects efficient operations of 
tenant agencies. Recent efforts have been made to alleviate this condition.” 
(From the budget for 1959.) 

Buildings covered under this program include assay offices, border inspection 
stations, bullion depositories, Coast Guard stations, courthouses, customhouses, 
mints, office buildings, post offices, Public Health Service hospitals, quarantine 
stations, Veterans’ Administration clinics, and warehouses. 

During 1956 on-site engineering surveys were made to evaluate the condition 
of all Government-owned buildings for which GSA is responsible for repairs. 
These surveys disclosed for each building the amount of work required for 
normal recurring repairs, the need for improvements, renovations, and air- 
conditioning, and buildings which were susceptible to and needed extension and 
remodeling. Building reports and cost estimates have been reviewed and 
assembled to form the basis for a general building rehabilitation program. The 
nature of this work is such that the several elements required at each building 
should be accomplished simultaneously insofar as possible for economy and 
minimum inconvenience to tenants. Because of the magnitude of renovation, im- 
provement, and air-conditioning requirements, the work is programed over a 
period of several years. 

Funds were provided in 1957 to initiate this long-range rehabilitation program, 
including permanent air-conditioning for buildings where climatic conditions 
warrant. Apportionment of funds available for 1958 permitted continuation 
of normal maintenance repairs at the planned level; provided for an increase in 
general renovation projects to the level required for the first year of a 7-year 
program, with emphasis on projects outside the District of Columbia: and a 50 
percent reduction below the budget estimate for air-conditioning projects. 

The program for 1959 provides for (1) continuation of maintenance repairs 
at the 1958 level, (2) the second year of the 7-year program of replacements 
and improvements for meeting most urgent needs for major rehabilitation and 
improvements of buildings, and (3) a further reduction in the planned level of 
the program initiated in 1957 for permanent air conditioning. 


Mr. Tomas. Last year we appropriated $65 million and this year 
it has been reduced to $50 million, a reduction of $15 million. 
[ Reading. ] 


This appropriation provides for repairs, renovations, and improvements for 
over 4,600 Federal buildings under the jurisdiction of the Administration for 
that purpose which contain more than 101.8 million net square feet of floor space 
and were constructed or purchased at a cost exceeding $1.5 billion. Since the 
start of World War II lack of a general construction program has resulted in 
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deterioration and obsolescence which adversely affects efficient operations of 
tenant agencies. 


RECODIFICATION OF REAL PROPERTY LAWS 


Judge Sweeney, you have $60,000 in an item for a certain type of 
service, do you not ? 

Mr. Sweeney. We are requesting $60,000 to carry on a special 
study on all real-estate law and put it in one place. 

Mr. Tuomas. All the real-estate law in all the States in the Union? 

Mr. Sweeney. Federal law, laws affecting GSA. I refer only to 
Federal legislation, Mr. Chairman, going back to the 1926 Federal 
law which has been amended a number of times. There are amend- 
ments in appropriations acts which are permanent and we find we 
are greatly handicapped by not having a single body to which we can 
refer. 

Mr. Tuomas. That is part of the “Administrative operations” cost 
of operating expenses PBS and your part of it is $317,700. It is 
$60,000 of the $317,700. Don’t you have enough detail work ona 
day-to-day basis to keep you busy 18 hours a day straightening out 
these titles rather than trying to do a braintruster’s job to codify the 
law? 

Mr. Sweeney. That is why it is in as a special project. We re- 
quested $60,000 additional to undertake that job. We think we will 
save time in future years if we can do that job. 

Mr. Tuomas. How long will it take you? 

Mr. Sweeney.. At least a year. 

Mr. Tuomas. This is the downpayment cost ? 

Mr: Sweeney. No, sir. I think we will accomplish it in a year. 

Mr. Tomas. How do you arrive at the figure of $60,000? 

Mr, Sweeney. We estimate that. it will require 5 lawyers, 2 secre- 
taries, the office expense, and it is our best estimate that we can com- 
plete the job in about a year with that personnel: 

Mr. Tuomas. 1 have an idea you can do it, too, in about that time, 


LONG-RANGE PROGRAM OF BUILDING IMPROVEMENTS 


What did the Bureau of the Budget do to:you? We started out in 
this committee to help you get started on a 6 to 10-year plan where we 
would try to catch up with that backlog of work. 

How much backlog did we have in dollars and cents which has been 
accumulating over the years on federally owned property ¢ 

Is this federally ownd or both federally owned and leased ? 

Mr. Poorman. Federally owned, sir. 

Mr, Tuomas, Thisis the taxpayers’ property ? 

Mr, Poorman, That is right, 

Mr. Tuomas. How much of a backlog do you have here in work 
whieh has been accumulating for.6, 7 to.10 years? 

Mr. Poorman. We indicated in 1957 there was $144 million worth 
of what we term renovation and modernization and $328 million worth 
of air-conditioning in zones A and B. We indicated that in addition 
there was a substantial requirement, for extensions of many of the 
buildings that we were not, then prepared, to provide.an answer on 
because it required a comprehensive survey in each instance. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Insert pages 61, 62, 63, and 64 in the record. 
(The pages referred to follow :) 


JUSTIFICATION 








The scope of maintenance repairs and the long-range program for renovation, 
air-conditioning and extension of Government buildings is based upon a building 
by building engineering evaluation survey. Completion of this work will result 
in substantial increased efficiency of activities housed and warrants accomplish- 
ment as rapidly as budgetary limitations permit. Justification for the obliga- 
tion program for each activity in 1959 follows. 


= — Ne EE 
PROC A CIE LO 


1. Maintenance repairs 








1958 1959 








Area of buildings (net square feet): 
In metropolitan District of Columbia. ---__--._- a 
Outside District of Columbia. __........-.:.--.....- 








26, 300, 000 26, 300, 000 
75, 600, 000 75, 000, 000 


101, 300, 000 101, 300, 000 
























101, 300, 000 





Unit cost: 
In metropolitan District of Columbia__._- Sear $0.18 $0. 15 $0.15 
Outside District of Columbia. _-____...-...-..-.-..- $0.18 $0.15 $0.15 
Total: ‘ 
In metropolitan District of Columbia. _.._._...._._- $4, 735, 916 | $4, 000, 000 $4, 000, 000 
Outside District of Columbia. -_..__.- ven-=2-5] 13, 352, 074 | 11, 250, 000 11, 250, 000 








Total obligations... os. jes denn---<-5---. Cail 18, 087, 990 | 15, 250, 000 15, 250, 000 


The amount requested for 1959 will provide about 15 cents per net square foot ' 
for the type of repairs to buildings and their equipment which are essential for 
day-to-day operation. The reduction in unit cost from 1957 is due largely to the fe 
elimination from this activity in 1958 of prior provisions for catching up with .f 
a backlog over a period of several years. Under the revised program certain { 
maintenance repairs will be accomplished simultaneously with renovation proj- 2 
ects and cannot be accounted for separately. The cost of such repairs is ineluded 
in item 2. 


2. Renovation projects 


(a) General: 
In metropolitan District of Columbia_____.........-. i ‘ b é 000 ¥ 
Outside District of Columbia_-.................-...- a 10, 664, 557 . : 400 ih : 


dee dk oth cede ddedineh hcdl inns scenten dean 















(6) Special: 
In metropolitan District of Columbia... ..............}.-..-...-----. 2, 000, 000 
Outside District of Columbia 





Subtotal___..... sting nase Soamalad 






Total: | 
In metropolitan District of Columbia_........._....._.... 3, 837, 404 | 6, 771, 300 4, 800, 000 
Outside District of Columbia... _-- a ree ee } 11,470, 540 20, 557, 700 27, 241, 400 





‘Teen oblilaes.....1- ;....-. Se | 15, 307, 944 | 27, 329, 000 | 


(a) General projects 


The survey revealed that some buildings are obsolete due to poor arranzement, 
location, overage, and high operating costs. After eliminating these and other 
buildings which are scheduled for replacement, it was found that renovation, 
rehabilitation, and modernization, including maintenance repairs to be accom- 
plished simultaneously with renovations, will cost approximately $144 million. 


22311—58—pt. 2——_9 
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Obligations for 1957, 1958, and 1959 and NOA required each year thereafter to 
complete the current program of general projects are as follows: 


{in millions} 
| rotal | 1957 | 1958 | 1959 100 | 1961 


In metropolitan District of Columbia <. 7 | $3.8 | $4.8 | $4.8 | $6.9 | $6.9 
Outside District of Columbia. 96.3 } 10. 107 14. | 14.9 | 22.2 2) 17.1) 17.1 


144.0 14.5 19.7. "27.0. 24.0} 24.0 


Exhibit A at the end of this justification lists renovation projects accom- 
plished in 1957, programed for 1958, and a tentative list of projects for 1959, 
which is subject to some revisions and substitutions as conditions may warrant. 
(b) Special projects 

In addition to the long-range renovation program, special projects will be 
undertaken for such work as adaptation of special purpose space vacated by 
POD and other agencies to general purpose use; the conversion of hospital 
facilities to meet changing medical and institutional needs; and to provide 
additional urgently needed space in Federal buildings. Exhibit B at the end 
of this justification lists projects currently included in the program and those 
tentatively scheduled for accomplishment in 1959. 


8. Air conditioning 


1957 1958 1959 


In metropolitan District of Columbia , $4, 200, 000 $3, 400, 000 
Outside District of Columbia 6, 822, 678 17, 350, 000 9, 931, 522 


11, 752929} 21,650,000 | 13, 831, 522 


Engineering studies have been made of each building in climate zones A and 
B of the United States and those warranting permanent air conditioning have 
been selected for accomplishment. Cost estimates have also been made for the 
types of air conditioning appropriate to each building and to meet local climatic 
conditions. The total cost including alterations to existing buildings and equip- 
ment necessary for the installation of machinery, motors, and ducts, was esti- 
mated at $50 million in the District of Columbia and $278 million outside the 
District of Columbia at 1957 prices. 
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Of the $18 million provided for initiation of this long-range program in 1957 
only $11.7 million was obligated due to the lead-time required for initial plan 
preparation and awarding contracts. Through advanced planning for the 1958 
and subsequent years’ programs the requirements for lead-time has been 
minimized or eliminated. For 1958 $21.5 million (as compared to the budget 
estimate of $41.9 million) was made available and the program of new projects 
for the year is being held to that amount through apportionments. Consequently, 
a balance of $6.6 million will be carried forward into 1959. This with $6.7 mil- 
lion of new obligational authority requested for 1959 will finance $13.3 million 
of new air-conditioning projects, only 62 percent as much as the 1958 program. 

Obligations for 1957, 1958, and 1959 and NOA required each year thereafter 
to complete the current program by the end of 1964, 2 years later than originally 
planned, are as follows in millions of dollars : 





Total | 1957 | 1958 | 1959 | 1960 | 1961 | 1962 | 1963 | 1964 





In metropolitan District of Columbia______- $50 ts $4.2 | $3.4 | $7.5 | $7.5 | $7.5 | $7.5 | $7.5 








Outside District of Columbia _ - deans aatg 278 | 6.8) 17.3} 9.9 | 48.8 8 8 8. 8 | 48.8 | 48.8 
Total 


opttccse- Midyostt neadpenede 328 | paz | a8 | 1.3 | nt 56.3 | 86.3 | 56.3 | 56.3 





The estimate for each fiscal year includes the preparation of plans and specifica- 
tions for projects proposed for accomplishment in the following year. 

Exhibit A at the end of this justification lists projects undertaken in 1957, pro- 
gramed for 1958 and tentatively scheduled for 1959. 

Mr. Tuomas. Mr. Poorman, I believe it is stated very tersely in this 
paragraph. 

Funds were provided in 1957 to initiate this long-range rehabilitation program, 
including permanent air-conditioning for buildings * * *. 

What was this long-range rehabilitation program which has been 
accumulating over the years? We called it a backlog then; did we 
not? It was not the annual current maintenance proposition, day-to- 
day work. This is what has accumulated over the years. Dollarwise 
how much did it amount to? 

Mr. Poorman. We used to talk about an $80 million backlog. In 
1956 we made an engineering survey of these four-thousand-five- 
hundred-odd buildings and we identified those which were so old or 
dilapidated that they did not justify renovation and remodeling, and 
for the others we indicated a program. That is this program of $144 
million and $328 million. 

Mr. THomas. How much isthat? 

Mr. Poorman. $144 million. 

Mr. Tuomas. That was last year. 

Mr. Poorman. That was for renovation and modernization, exclud- 
ing extensions and air conditioning. 

Mr. Tuomas. We understand that. 

Mr. Poorman. Air conditioning was $328 million for zones A 
and B. 
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LONG RANGE PROGRAM OF RENOVATION AND MODERNIZATION 


Mr. Tuomas. Let us stay with the $144 million first. That is not 
your year-to-year amount? 

Mr. Poorman. Thatis right. 

Mr. Tuomas. How long has this work been piling up? 

Mr. Poorman. Approximately 17 years. 

Mr. Tuomas. In other words, some of it you should have done 17 
years ago, some of it 10 years ago, some 13 years ago, some of it 5 
years ago! 

Mr. Poorman. That is right. 

Mr. Tuomas. Up until last year that was $140 million worth? 

Mr. Poorman, $144 million. 

Mr. Tuomas. How much money were you given to get rid of that 
accumulation through the years of old work which should have been 
done 10, 12, and 15 years ago, and 7 years ago? 


Mr. Poorman. We had $14.5 million in 1957, $19.7 million in 1958. 


The program which you have here proposes $27 million in 1959. 
Mr. Tuomas. Judge, I am just ere about last year. How much 
were you given in 1958 ¢ 
Mr. Poorman. $19.7 million on that item. 


BREAKDOWN OF 1958 APPROPRIATION 


Mr. 'THomas. How do you account for your $65 million? How 
was the $65 million broken down? Renovation of projects—— 

Mr. Poorman. Page 60 shows it. 

Mr. THomas. $14,500,000 for 1957. $3,837,000 in the District and 
outside the District, $10,664,557. 

That was $14.5 million. What became of the other $50 million 
for 1958 ¢ ' 

Mr. Poorman. It is shown in the tabulation on page 60, sir. 

Mr. Tuomas. Let me read it into the record. 

These figures on the lead sheet and in the narrative are a little at 
variance, but perhaps the table opposite page 61 might clarify it. 

Maintenance repairs is a year-to-year proposition ¢ 

Mr. Poorman. That is right. 

Mr. Tuomas. And part of the $65 million ? 

Mr. Poorman. Yes. 

Mr. Tuomas. That is $15,250,000. 

Mr. Poorman. Yes, sir. 

Mr. Tomas. Renovation projects are—— 

Mr. Poorman. In two parts. One is general projects, $19.7 million 
listed on exhibit A, and the special projects, $7.6 million in exhibit B, 
which were selected extensions and remodeling projects. 

Mr. Tuomas. The amount of money that you intend to spend in 
fiscal 1958 to get rid of that backlog—we will put it that way—is 
approximately $27,329,000. Is that correct ? 

Mr. Poorman. Yes, sir. 

Mr. Tuomas. Then your air-conditioning money was $21,550,000. 
The program was to air-condition a group of buildings in various 
zones, and those zones are shown on the map in the justifications on 


page 64. 
r. Poorman. Yes, sir. 
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Mr. Tuomas. Then your administrative operations shows $871,000, 
a grand total for the year of $65 million. 
r. Poorman. Yes, sir. 
Mr. Tuomas. That is the breakdown of it? 
Mr. Poorman. Yes, sir. 


STATUS OF 1958 PROGRAM 


a TxHomas. How much of that $65 million will you spend in 
1958 ¢ 

Mr. Poorman. Sir, we anticipate that we will have obligated all 
of it in 1958. 

Mr. Tuomas. Is the work underway? What part of it is underway 
now ? 

Mr. Poorman. $33 million was obligated as of the 31st of December. 

Mr. Tuomas. How do you break down the $33 million? What part 
is inside and outside the District and for what purposes? What part 
is for maintenance, air conditioning, and renovation ? 

Mr. Srrawser. The total breakdown of the $33 million for cate- 

ories is this: Maintenance repairs, $12,750,000; renovation projects, 
$7,666,273 air conditioning, $12,798,836; administrative operations, 
$442,600. 

Mr. Tuomas. That is for the first 6 months. Is that committed 
or work in progress ? 

Mr. Srrawser. Money obligated through December 31. 

Mr. Tuomas. What about contracts let where the dirt is flying? 

Mr. Poorman. These contracts are all let, either design contracts 
or construction contracts. 

Mr. Tuomas. What about the other 32 or 33 million dollars? 

Mr. Poorman. That is scheduled for obligation in the third and 
fourth quarters. 

Mr. Tuomas. So at the end of the fiscal year people actually will be 
working at jobs that will cost in the neighborhood of $65 million for 
these 4 classifications? Is that the best you can do? 

Mr. Poorman. That is the program under the $65 million appro- 
priation for 1958. 

Mr. Fiorre. Perhaps more. We believe that we could use about 
$46 million additional yet this year. 


BASIS FOR SELECTING PROJECTS 


Mr. Jonas. Who decides on whether or not you are to put down a 
new floor in a building in X city out in the field ? 
Mr. Poorman. Basically, we do. 
Mr. Jonas. Here in Washington ? 
Mr. Poorman. No, sir. ‘These programs are developed in the re- 
10NS. 
: Mr. Jonas. Don’t you check them here, though ? 
Mr. Poorman. Yes, sir. 
Mr..Jonas. Don’t you have a list of priorities? 
Mr. Poorman. We have a listing here in support of this particular 
program. 
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Mr. Jonas. Considering some of the pictures that were displayed 
here last year showing buildings falling apart, I think somebody 
missed a Sutics to move the project in my district to a lower priority. 

Last year you put down a brandnew floor on all corridors and all 
offices in the post office building in Charlotte. In my opinion it 
was not necessary. Who made that decision ? 

Mr. Poorman. It originated in our regional office and it was con- 
curred in by our organization here, sir. 

Mr. Jonas. Did you check that project against the other projects of 
high priority ? 

Mr. Poorman. The regions indicated relative order of pay and 
we undertook to seleet the program which would provide for a rea- 
sonable distribution and give weight to the relative order of urgency. 
We do not contend we were perfect everywhere. 

Mr. Jonas. One day in my office I found a brandnew floor and I 
would be willing to certify that the one that was down before was 
perfectly satisfactory. I couldn’t understand it. 

Mr. Poorman. We will be glad to look into it. 

Mr, Jonas. It is already down now. I was wondering how closely 
you check those things. You don’t have to put down a floor if it is not 
necessary. They told me in the post office that was a General Services 
Administration decision. 

Mr. Poorman. We can check on that and give you a report at an 
early date. 

r. VurseLu. It starts with the Post Office Department ? 

Mr. Poorman. They establish a priority on the work in Post Office 
facilities, and we do it based on that priority. 

Mr. Jowas. Somebody in the Post Office Dentin decided that 
project had a higher priority than one of the post-office-renovation 
pragemn we saw displayed last year here in that picture where you 

ad a building almost falling a 


art? 
Mr. Poorman. Where the bailing is predominantly port office, they 
0 


recommend the relative order of priorities and we allot an amount 
of money commensurate with the total footage they have as related 
to the overall footage. 

Mr. Jonas. Of course, there was a lot of discussion around the 
country at the time they were closing post offices on Saturday that 
you had a program to air-condition post offices, and some people could 
not understand, if you had money to air-condition the post offices, why 
you had to close them down on Saturday. 

I could have explained that there are 2 or 3 different depart- 
ments of the Government, but people out in the country think there 
should be closer coordination. 

Mr. Tuomas. It seems to me the answer is to let the Post Office 
Department a expenditures. These people have nothing 
to do with that. e just give them the money and they pass it out. 
The Post Office does the spending. 

Mr. Jonas. Apparently they abide by the order of priorities sub- 
mitted by the Post Office. 

Mr. Poorman. It is not quite as simple as that, but unquestionably 
the Post Office function—— 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 
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Mr, Jonas. Might I pass along another complaint, Mr. Chairman ? 

Mr. Tuomas. (fo ahead. 

Mr. Jonas. You have signs, red, white, and blue signs, posted 
around some post offices “Keep Off, United States Property.” 

I have had some individuals say that they resent that sort of sign. 

Mr. Yates. They should say “Please keep off.” 

Mr. Tuomas. I think people generally do. Every time you see a 
piece of Government property it states “Government property, keep 
off.” 

Mr. Jonas. Have you ever considered modifying the language on 
those signs ? 

Mr. Poorman. Your suggestions are certainly valid. I thik the 
signs probably are erected to protect grass and plantings and while 
the sign is justified we might use better public relations. 

Mr. Jonas. I would not recommend tearing down all the signs and 
putting up new ones immediately, but—— 

Mr. Tuomas. Just tear them down, period. 

Mr. Jonas. I pass it along as a complaint which has come to me from 
a number of people. 

Mr. Tuomas. Gentlemen, you say here you will have the dirt flying 
soon. The Bureau of the Budget has held you up here with a reserve 
of about $11,372,000. 

Off the record. 

(Discussion held off the record.) 

Mr. Tuomas. Is the justification accurate now ? 


ACCELERATION OF 1958 PROGRAM 


Mr. Poorman. We expect to advance the program significantly be- 
yond what is represented here. 

Mr. Tuomas. Let me read the program as you have stated it and 
you will have to revise it as we go along: 


The program for 1959 provides, (1) for the continuation of maintenance re- 
pairs at the 1958 level; (2) the second year of the 7-year program of replace- 
ments and improvements for meeting most urgent needs for major rehabilita- 
tion and improvements of building; and (3) a further reduction in the planned 
level of the program initiated in 1957 for permanent air-conditioning. 

Was that $11,300,000 reserve charged against your air-conditioning 
program ? 

Mr. Poorman. Largely so. You will recall your committee last 
year, in making a nominal reduction, pointed out in the report that 
the repairs ought to receive greater priority because they had been 
accumulating over a period of years. 

Mr. Tuomas. What will be your unobligated balance in this fund ? 
You have a separate appropriation fund, “Repairs and improvements, 
federally owned buildings.” What will be the unobligated balance? 

Mr. Poorman. As of when ? 

Mr. Tuomas. End of this fiscal year. 

Mr. Poorman. Zero. It will be zero, based on the funds currently 
available to us. 

Mr. Txomas. What will be the unexpended balance, then ? 

Mr. Meptey. Sizable. At least $15 million to $20 million. 

Mr. THomas. What we are urging you to do is to get your contracts 
in the mail, get them signed, and get people working. The jobs are 
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needed jobs, and there is a need for this work, so it kills 2 birds with 
1 stone. 

Mr. Poorman. Our people were on the phone yesterday to instruct 
the field to take the funds which the Administrator indicated were 
released from reserves and use them to advance the planning for the 
overall program. : 

Mr. Tomas. Gentlemen, this table on page 62 is very good. It 
breaks it down by years and between the District and field for mainte- 
nance and renovation. It is worth looking into. Obligations are 
shown in millions of dollars. 

Mr. Poorman, Table 2 on that. page shows the makeup of that $27 
million, and it identifies the $7,594,000 of special projects. 

Mr. THomas. You have three ce, a shown: Maintenance re- 
pairs, and that is recurring; then you have renovation projects, No. 2; 
and then No. 3, air conditioning. 


AIR-CONDITIONING PROGRAM 


You have a table at the bottom of page 63 setting out air condition- 
ing for 1957, 1958, and 1959 between the District and the field; $4.9 
million for 1957 in the District of Columbia and $6.8 million outside 
the District of Columbia; in 1958 it is $4.2 million in the District and 
outside it is $17.35 million; and in 1959 it is cut down to $3.4 million 
in the District and $9.931 million outside the District. Are these 
firm figures ¢ 

Mr. Poorman. No, sir. They reflect only the $65 million program 
for the year. We will have $11.4 million more by release of reserves 
and we could even use additional funds to good advantage. 

Mr. THomas. A supplemental for additional funds has not been 
approved by the Bureau, and it has not yet come to the Congress. Is 
that correct? 

Mr. Poorman. That is correct. 

Mr. Tuomas. So, that is as indefinite as anything could be. How 
much do you think you could use? » 

Mr. Fuorere. $35 million. 

Mr. Tuomas. Over and above the $11 million that was impounded ? 

Mr. Fiorre, That is right. 

Mr. Tuomas. What is it for; the three categories—renovation, 
maintenance, and air conditioning ? 

Mr. Frorre. Renovation projects and air conditioning. 

Mr. Tuomas. No day-to-day maintenance money. You have all 
you need of that? 

Mr. Poorman. Yes, sir. We operate on 15 cents a square foot there. 
We might advance the date of some large painting contracts which 
fall in this category. 

Mr. THomas. What was the total amount for air conditioning ? 

Mr. Poorman. The total long-range program was estimated at 
$328 million in 1956. 

Mr. Tromas. I have a little note that it will take 25 years to get the 
job done at the rate of the 1959 budget. Is that about right? 

Mr. Poorman. That is correct. 

Mr. Tuomas. In other words, the first projects you get started and 
completed will have been worn out before you get the program 
completed ? 
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Mr. Poorman. The tabulation on page 64 will show we are still 
planning for the same 7-year period, depending on appropriations. 

Mr. Tuomas. They cut you down from a i -year period to a 25- 
year period. Is that correct? 

Mr. Poorman. We are still planning for 7 years. At the present 
rate, it would be much longer; yes, sir. 

Mr. Mepiery. With the addition of the $11 million, the $21,500,000 
for air conditioning would become about $28 million. 


FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Tuomas. How much did you ask of the Bureau of the Budget 
for the three items, air conditioning, renovation, and maintenance, 
for 1959? 

Mr. Frorre. Originally it was about $100 million in our preliminary 
estimates. 

Mr. Tuomas. And they gave you $50 million. Now you could use 
$35 million more? 

Mr. Meptry. That $35 million is for 1958. We have not asked for 
an increase in 1959. 

Mr. Froere. We are thinking of it. 

Mr. Tuomas. How much more are you thinking of for 1959? 

Mr. Frorere. Between $25 million and $50 million. 

Mr. Tuomas. Off the record. 
(Discussion held off the record.) 


NEED FOR A RAPIDLY EXPANDED PROGRAM 


Mr. Tuomas. Mr. Floete, we think your judgment is good. You 
have this backlog of work and we have an employment problem now 
which everybody admits as of today it numbers 4,500,000, and many 
pecale think it will be up to 5 million or 5144 million. We certainly 

ope not, but they say it will reach that within 90 days. You have 
this backlog of work which has been accumulating for 10, 15, 17 years, 
and your 1957 estimate of the dollar value of that backlog is $140 
million. My guess is that a more realistic re as of today would 
be $150 million, and that is exclusive of your day-to-day maintenance 
problem. This air-conditioning problem will am to be faced, so 
ou can very easily spend 50 to 100 percent more than your 1957 
udget and perhaps more than your 1958 budget. 
ith this unemployment problem looking us in the face, now is the 
time to getitdone. Isthat right? 

Mr. Fiorre. That is how I feel. 

Mr. Botanp. How much does this program help the unemployment 
roblem? Most of these people are carpenters, plumbers, steam- 
tters, and air-conditioning men. How much does it really help? 

It doesn’t help the fellow laid off in the automobile factory in Detroit, 
the fellow laid off in a textile mill in New England. 

Mr. Fioere. The construction industry is in the same fix. 

Mr. Tuomas. I was talking to the A. F. of L. Building Council 
and they told me in my district, it was distressing. I imagine it is 
that way all over the country. 

Mr. Bouanp. It is worse in some industries outside of the regular 
trades, is it not? 
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Mr. Tuomas. Perhaps so. 

Mr. Frorre. That could be. I think we can make a very definite 
contribution here, and the production of materials affects a great 
many people. A large class of people is affected by construction. 

Mr. Botanp. In materials, yes. 

Mr. Tuomas. Off the record. 

( Discussion held off the record.) 


RAND-M’ NALLY BUILDING, CHICAGO 


Mr. Yares. I want to ask a question with res to an item on 
age 73. For the Chicago Rand-McNally Building we have had a 
og problem with theGSA. Is that purchased 

r. McContne. It is still in litigation. We have actually taken 
title to it, but the price has not been determined. The Government 
owns the building now. 

Mr. THomas. You took it 3 years ago, did you not? 

Mr. McContne. Yes, sir. 

Mr. Yates What did you pay for it ? 

Mr. McConrue. That has not been decided by the courts yet. 

Mr. Yares. As I recall it, this was the building which was the 
subject of a 5-year lease with a 5-year renewal, was it not, and the 
Government put how much money inte it ? 

Mr. Fiorre. About two and a half million dollars under the lease. 

Mr. Yates. GSA took a loft building and converted it to an office 
building at a cost of $214 million. Why are you spending another 
$114,000? 

Mr. McConrue. It is a sound building in a good location, and we 
own. it. 

Mr. Yares. I am just asking why you are spending the money. 

Mr. McContne. Converting most of it to office space. 

Mr. Yates. But you spent $2% million doing that. Are you re- 
converting it into additional office space ? 

Mr. McContue. No, it was largely a loft type of building and we 
have been gradually converting it to office space. We are now moving 
the Treasury Department in there. 

Mr. Yates. How much money has the Government invested in this 
building so far? 

Mr. McContue. I don’t believe we have that figure. 

Mr. Yates. Can you approximate it? 

Mr. Meptey. Two and a half million dollars plus whatever the 
court decides is the purchase price. 

Mr. Yares. I know there is such a thing as a purchase price in- 
volved here. You will have to spend a certain amount of money, 
but I am interested in finding out how much money you have poured 
into that building to fashion it so you can operate it as you want. 

Mr. McContue. I don’t have a summary of those figures but we 
can supply those figures. 

Mr. Txomas. Does anybody remember the approximate figure? 
You used to put it in your justifications. 

Mr. Moopy. Two and a half million dollars put in under the lease 
but I do not know what has been put into it by way of improvement 
since that date. 

Mr. Yates. I would like to get that figure. 
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Mr. Moopy. We will supply it. 

Mr. Yates. You spent an additional $31,000 in 1957. Nothing is 
projected for 1959? 

Mr. Puitires. Nothing listed for 1959. 

Mr. Yates. What is PHS shown on page 73? 

J assume you will supply those items 

Mr. McContue. Yes, sir. 

Mr. Poorman. Public Health Service. 

Mr. Yates. I refer to page 73, item No. 4 on that page. 

Mr. Poorman. Directly above Rand-McNally ? 

Mr. Yares. Yes. 


Mr. Hunrer. We will have to furnish that information for the 
record, Mr. Yates. 

Mr. Yares. I would like to know about that so I can ask some 
questions on these items later. The fact you furnish it for the record 
later does not give me a chance to get information on it. Will some- 
body give me that information and let me ask questions later? 

r. Hunter. Yes, sir. 


Mr. Tuomas. Somebody get him that information during the lunch 
hour so we can proceed. 


(The information requested is as follows:) 


The amount of $2,531,500 has been spent to date for work performed at the 
Rand McNally Building, 536 South Clark Street, Chicago, Ill, in repairing, 
altering, and improving the building. This amount includes repairs of $31,107 
in 1957 for gutter and downspout replacement and $84,648 in 1958 for alter- 
ations to the second, sixth, seventh, and eighth floors to make space available 
and suitable for occupancy by the Treasury Disbursing Office. Additional alter- 
ations of $29,800 are scheduled during 1958. 

This is in addition to the purchase price. 

Repair, alteration, and improvement costs for the Public Health Service Hos- 
pital, Chicago, Il, are as follows: 

1957 fiscal year: $151,235, remodeling old section of hospital to provide addi- 
tional outpatient facilities and office space. 

1958 fiscal year: $10,000, resurface roadways and courts of parking area. 

1959 fiseal year: $109,000, remodel and relocate certain service facilities—re- 
place coal burning boilers with gas or oil, install emergency generator, modern- 
ize bathrooms, install safety treads on stairways. 


Srres ann Expenses, Purcnase Contract Prosgecrs 


Program and financing 


} 


| 1957 actual | 1958 estimate | 1959 estimate 





Program by activities: 
1. Site acquisition --_-..- | $11, 289, 620 : $2, 575, 000 
2. Design, engineering, etc 
3. Construction ___ ¥ 
4. Rents; moving, alterations, ete_-...-..-... $4s .35945-408 
5. Program development and administration._...__._..--- 
6. Administrative operations._._.-.......-............- 141, 000 

ous Guamnsione eee eat 13, 205, 019 24, 151, 995 


Financi > i 
Unobligated balance brought forward —11, 582,014 | —3, 651, 995 
Unobligated balance transferred from “Sites and planning, 

public ne outside the District of Columbia” (69 


tat. 458 
Unobligated balance carried forward 


Appropriation (new obligational authority) 5,000,000 | 20, 000, 000 
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Object classification 









' 
1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions 
Average number of all employees_--_.......-.....--..-.-..--- 
Number of employees at end of year___.._..-_.-...._--..---.. 


Average GS grade and salary--.._-_---...--- Bt gibdtineduas + aot 
01 Personal services: 


PURGES OUND. 88 ons oc au concen ene aneen 
Other personal services-- -. _-- ; 


Total personal services 
"aveewe. 80 Ss ick, Sec ease. Awe Ae eee 
Transportation of things... ........-..-..--..-...---..4.-- 
Communication services. ........-......-.-.-.------.--.-: 
Printing and reproduction. 
Other contractual services. .__.__-.---- 2... eee 

Payment to “Administrative operations fund”’_. 
Services performed by other comely. 
08 Supplies and materials__.____- 
OF “Mgumppiient:2.- 2.8. SIRI. ZI wa 
10 Lands and structures... -.24..)-+s-<--2-44--+ sss ssee- 
11 Grants, subsidies, and contributions_- 
13 Refunds, awards, and indemnities.__- 
15 Taxes and assessments 


SSSS8 





r 
eh S8SSSS25 


POR AER FOS ORE FEST DOIOTTS See | 13, 205,019 | 24, 151, 995. 


Mr. THomas. We will insert. into the record at this point pages 97 
through 100 of the justifications. 
(The pages referred to follow :) 


Sites and expenses, purchase contract projects 


GENERAL STATEMENT 


“This program provides for planning, site acquisition, design, construction 
supervision, temporary provisions for agencies displaced by construction, and 
other program expense in connection with the acquisition of buildings by the 
Government through lease-purchase arrangements or otherwise. 

“During the 3 years prior to July 22, 1957, when the Public Buildings Purchase 
Contract Act of 1954 expired, except for certain projects in the District of 
Columbia, 98 projects had been approved for amounts totaling $692.5 million, 
but now estimated at $760.7 million at current cost. One project has been com- 
pleted in 1958 and 32 are scheduled for completion in 1959. 

“The estimate for 1959 of $20 million, together with amounts previously avail- 
able, will provide for sites, design contracts, some to tentative stage only, and 
miscellaneous expense related to 92 projects and for certain preliminary plan- 
ning of public buildings projects. 

“Funds for payment of principal, with interest, and taxes on completed 
projects are provided under the appropriation for payments, public buildings 
purchase contracts” (from the budget for 1959). 


APPROPRIATION LANGUAGE 


“Sites and expenses, purchase contract projects: For an additional amount for 
expenses necessary in carrying out the provisions of the Public Buildings Pur- 
chase Contract Act of 1954 (40 U. S. C. 356), not otherwise provided for, inclnd- 
ing preparation of drawings and specifications, by contract or otherwise: 
acquisition of sites, including soil investigations and tests ; rental, alteration, and 
repair of temporary space required for activities displaced from buildings located 
on sites to be utilized for construction ; restoration of such space; moving Gor- 
ernment agencies to such space or completed buildings; furnishings and equip- 
ment; not to exceed [$100,000] $200,000 for expenses of travei; [and] 


ee ee eee 


See yer renee see ae 





140 


administrative expenses; and: for preliminary planning of public buildings 
projects; $20,000,000, to remain available until expended [, and not to exceed 
$500,000 of this amount shall be available for construction of approved small 
public buildings projects outside the District of Columbia pursuant to the 
Public Buildings Act of May 25, 1926, as amended (40 U. S. C. 341) : Provided, 
That no part of such funds shall be used during the current fiscal year for 
preparation of drawings and specifications, acquisition of sites, design, plan- 
ning, construction, or in any other manner for or in connection with proposed 
Federal office building numbered 7 on square 167 in the District of Columbia 
(project numbered 3—DC—05, General Services Administration prospectus sub- 
mitted July 13, 1956)].” 

Explanation of proposed changes in appropriation language 

Experience gained in operating the program discloses the need for specific 
provision for certain expenses in connection with projects other than sites, plans, 
and administration. The proposed change for preliminary planning will provide 
for continued investigation of need for buildings in those locations where critical 
space problems now exist. The proposed change will also cover costs involved 
in providing temporary quarters for activities which must be displaced during 
construction ; moving activities into the temporary quarters and to completed 
buildings; and providing standard general-purpose furnishings and equipment 
where that available is either insufficient or inappropriate. 

These costs are incidental to the initial occupancy of new facilities rather 
than normal utilization transfers and related equipage, and for that reason are 
directly attributable to the cost of providing new facilities. Costs of this nature 
are generally provided for in appropriations for construction of new buildings. 
It is therefore proposed to continue this practice by financing such costs under 
the “Site and expenses” appropriation in lieu of “Operating expenses, PBS.” 

Furthermore the “Sites and expenses” appropriation being available on a no- 
year basis offers greater assurance that funding will be available when required. 
Uncertainties in developing firm completion of construction schedules introduce 
an element of doubt as to timing. Because of this doubt provision of such funds 
in an annual appropriation is not feasible. 

The authorization for use of not to exceed $500,000 for construction of small 
buildings projects outside of the District of Columbia is permanent legislation 
and hence has been deleted as unnecessary. Two projects within that amount 
are programed for 1958 in the estimate which follows. 

The proviso with respect to Federal office building No. 7 is by its very terms 
limited to 1958 and therefore has been deleted from the language for 1959. Fur- 
thermore, the project has been revised in scope and funds for design in 1959 are 
requested by a direct appropriation under ‘Construction, U. S. Court of Claims 
and Federal Office Building.” 

JUSTIFICATION 


Scope of program.—By July 22, 1957, when the authority to approve additional 
projects under the Public Buildings Purchase Contract Act of 1954 expired (ex- 
cept for projects to be located in the southwestern portion of the District of 
Columbia), 98 projects initially estimated to cost $692.5 million at the time the 
prospectuses were prepared, had been approved. During the 1 to 3 years which 
have elapsed since the estimates were made, construction costs have steadily 
increased and in the case of a few projects, current agency requirements indicate 
the need for minor increases in scope of projects. These increased construction 
costs and changes in scope are estimated at $68.2 million, thus increasing the 
maximum cost of the 98 projects to $760.6 million. 

Early in 1957 Congress began consideration of certain improvements to the 
enabling act and its extension with respect to the approval of new projects. A 
bill, S. 2261, which passed the Senate, provided substantial relief; however, the 
House version of the bill reflects a material change in the basic approach to the 
problem of financing public building construction. Since the House took no 
action on the bill it is carried over for consideration by the second session. 
Under the cireumstances, authority to approve new projects or materially change 
the seope of previously approved projects has lapsed, except with respect to 
projects in the southwestern portion of the District of Columbia. 

Due to various circumstances such as the uncertainty on legislation, inflation- 
ary pressures in construction and the tight money market, the award of addi- 
tional design contracts was deferred during part of 1957 and offers of bids for 
financing or construction deferred for the greater part of the year. 
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Improvements in the situation generally, including a reduction in the national 
overall volume of new construction, greater stability in construction costs, and 
a more liberal executive policy on interest rates prompted a renewal of the 
program in the fall of 1957. Competitive bidding was started in December on 
10 projects based on the following terms. Bids are first invited for a firm com- 
mitment from responsible sources to finance the project, such commitments to 
be open for acceptance by the Government for a period of 90 calendar days after 
bid opening, and where such invitation results in an acceptable finaneing com- 
mitment, invitations to bid on construction are offered. Upon receipt of an 
acceptable construction bid, the Government will simultanously enter into sepa- 
rate contracts with each successful bidder. Bids for financing were received 
during December on 5 of the 10 projects with interest rates ranging from 4.74 
to 5 percent. Their bids are considered reasonable. 

For the purpose of this estimate all projects have been included as approved, 
except for adjustments to reflect current construction costs and for nominal 
changes in scope of a few projects. 

Owing to inconclusive negotiations with the owners, the purchase of existing 
facilities as authoried under projects at Franconia, Va., and Portland, Oreg., is 


not included for 1959, Application of this and other changes to the 98 approved 
projects follows: 


Number of | Maximum 
projects cost 


Total approved 


Add increased construction costs and changes in scope within existing legisla- 
tive authority 


Revised estimated cost 


Deduct projects contemplating purchase of existing buildings, action on 
which is being deferred 


Maximum cost of approved projects 
Deduct: 
Elements of costs not under purchase contract: 
Sites previously acquired 
Adjustment to actual contract for Rock Island project 
Costs to be financed from other sources: 
Construction: 
Breeze, Ill., from ‘‘Sites and expenses” 
Smithville, Tenn., from ‘Sites and expenses y 
United States mission, New York, direct en proposed_ 
U. S. Court of Claims, etc., District of Columbia, direct appro- | 
priation proposed 
Sites, design, and other direct costs, from ‘‘Sites and expenses”’ _ . 


Improvement costs to be financed under purchase contract 





The projected rate for execution of purchase contracts for the foregoing 
projects follows: 


nee 


0 
projects 


Through: 
$1, 712, 000 


Fund requirements.—Basic fund requirements under “Sites and expenses” are 
a direct reflection of the phasing by project of 3 distinct stages: (1) Site acqui- 
sition, (2) design, and (3) the administration of purchase contracts awarded, 
including the construction contract and supervision thereof. 

The phasing by year of elements of cost necessary to support the foregoing 
program, provide for direct construction of small projects as authorized in the 
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1958 act, and for preliminary planning of public buildings projects, is summarized 
as follows: 


Direct cost included in prospectuses 


Total Through | 
1957 


(a) Drawings and specifications ____| 25, 366,000 4,121,240 | 4,369,000 | 12, 987, 000 
(6) Construction supervision, etc_-. 16, 320, 000 206, 747 1, 036, 995 1, 968, 000 
Total direct costs "73, 979, 000 | 16, 631, 608 | 23, 127, 995 | 17, 530,000 | 16, 679, 3¢ 
. Construction 500, 000 500, 000 


OTHER COSTS 


. Rents, moving, ete 13, ' 11, 514, 000 
‘ 2 gag development and administra- 
2, 199, 000 322, 136 ; . 1, 176, 864 
1, 158, 000 194, 261 . . 629, 739 


16, 821, 000, 000 | 516,397 | 514,000 | 2, 470,000 | 13, 320, 603 
91, 300, 000 |! 17, 148, 005 | 24, 151,995 | 20,000,000 | 30, 000, 000 





1 Includes $3,942,986 obligated in 1955 and 1956. 


The 1959 estimate of $20,000,000 includes $17,530,000 for direct expenses ap- 
plicable to specific projects and which are provided for in the maximum limits 
of cost in the prospectus for each project and $2,470,000 for rents, moving and 
other costs applicable to the overall program and not included in the project 
prospectuses. 


REQUIREMENTS FOR FINANCING PURCHASE CONTRACT PROLECTS 


Mr. Tuomas. This is “Sites and expenses, purchase contract proj- 
ects” (reading) : 


This involves buying the land, preparing the land, architectural fees, and 
what-have-you. This program provides for site acquisition, planning, design, 
construction, supervision, temporary provisions for agencies displaced by con- 
struction, and other program expense in connection with the acquisition of 
buildings by the Government through lease-purchase arrangements or other- 
wise. 

_ During the 3 years prior to July 22, 1957, when the Public Buildings Purchase 
Contract Act of 1954 expired— 
it is now dead because the Congress did not extend it, 


except for certain projects in the District of Columbia, 98 projects had been ap- 
proved for amounts totaling $692.5 million 

Under the terms of that act, while it was in operation 98 projects 
had been approved by the legislative committee, for amounts totaling 
$692.5 million but which are now estimated to cost $760.7 million, the 
current cost. 

This reflects an increase of about $68 million or $69 million, or 
about a 10-percent increase. 


One project has been completed in 1958, and 32 are scheduled for completion 
in 1959. 


We will go into that in detail later. 


The estimate for 1959 of $20 million, together with amounts previously avail- 
able, will provide for sites, design contracts, some to tentative stage only, and 
miscellaneous expenses related to 92 projects, and for certain preliminary 
planning of public building projects. 

In other words, the money you now have and this $20 million for 
1959, it will enable you to get your sites and plans ready for 92 
projects; is that right ? 
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Mr. Forte. No, sir; we still need more than that; we need $30 
million beyond that. 

Mr. Tuomas. I just said for 92'projects. 

Mr. Fioers. No, sir. 

Mr. McContne. There are only tentative drawings on some of them, 
Mr. Chairman. 

Mr. Tuomas. But you will need $30 million more to complete the 
92 projects ? 
fr. McConrue. Yes, sir. 


1958 PROVISION FOR COMPLETE CONSTRUCTION OF SMALL PROJECTS 


Mr. Tuomas. Let me read this paragraph: 


The authorization for use of not to exceed $500,000 for construction of small 
building projects outside the District of Columbia is permanent legislation, and 
hence has been deleted as unnecessary. Two projects within that amount are 
programed for 1958 in the estimate which follows. 


Please turn, gentlemen, to your appropriation language and look on 
page 97 where it is stated : 

$20 million, to remain available until expended and not to exceed $500,000 of 
this amount shall be available for construction of approved small public buildings 
projects outside the District of Columbia pursuant to the Public Buildings Act of 
May 25, 1926, as amended. 
Is that on an annual basis or just for last year ? 
How did you construe it ? 
Mr. McContne. For the $500,000? 
Mr. Tuomas. Yes, sir. 
Mr. McConrue. Just for last year. 





PROHIBITION AS TO WORK ON 





FEDERAL OFFICE BUILDING NO. 7 


Mr. Tromas (reading) : 
Provided, That no part of such funds shall be used during the current fiscal 
year for preparation of drawings and specifications, acquisition of sites, design, 
planning, construction or in any other manner for or in connection with pro- 
posed Federal Office Building No. 7 on Square 167 in the District of Columbia. 

In other words, that one deals with the Grange Building? 

Mr. McContne. Yes, sir. 

Mr. Tuomas. Is there any reason why that language should be 
repeated ¢ 

Mr. Frorre. You mean the prohibition on using it? 

Mr. Tuomas. Is there anything sacred about the farmers’ building? 
You condemn the property of everyone else when you get ready. That 
is what it boils down to; is it not? 

Mr. McContue. Yes, sir. 

Mr. Fiorre. We would like to have it deleted. 

Mr. Meptey. And the budget so proposes, Mr. Chairman. 

Mr. Tuomas. For the purpose of this estimate all Bronte have 
been included as a : that is, the 92 except for adjustments to 
reflect current construction costs, and for normal changes in scope of 
the program. 

Mr. McContue. Yes, sir. 

Mr. Txomas. We will now turn to the committee print on page 82, 
where there is the language for Sites and Expenses. 


22311—58— pt. 2——_10 
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PROPOSED NEW-LANGUAGE PROVISIONS 


I note you have some new language as follows: 


Rental, alteration, and repair of temporary space required for activities dis- 
placed in some buildings located on sites to be utilized for construction ; restora- 
tion of such space; moving Government agencies to such space or completed 
buildings ; furnishings and equipment. 

Your proposed language is broad enough for you to go into the 
building business under Sites and Expenses, is it not ? 

In other words, you are undertaking to furnish the new space with 
rentals, alterations and repair of temporary space required for activi- 
ties displaced from buildings located on sites to be utilized, restora- 
tion of such space, and so forth. 

What do you mean by that? 

Mr. Scumupr. That is for the rental of temporary quarters during 
the period of construction and expenses of moving and occupying the 
new building when completed. 

Mr. Tuomas. That is what I said. You are mixing - construc- 
tion money now with your sites and planning money right here in this 
paragraph, and that is bad business, 1s it not! 

Mr. Scu»mapr. A number of our projects involve the demolition of 
existing building and during the period of the construction, we will 
have to have temporary quarters. 

Mr. Tuomas. Rental is one thing, and construction is something 
else. This language gives you authority to demolish and then turn 
around and build something in the place of it. 

Mr. Jonas. And provide furnishings and equipment. 

You did not read that part of it, Mr. Chairman. 


COST FOR RENTS, MOVING, FURNITURE, ETC. 


Mr. Tuomas. What is this new language going to cost us? 

Mr. Scumipr. The total cost for the entire program of approved 
projects is estimated at $13,464,000. The amount included for 1959 in 
the $20 million is $1,950,000. 

Mr. Tuomas. That is for the new language now? 

Mr. Scumipr. Yes, sir. 

Mr. THomas. $1,950,000 ? 

Mr. Scumipr. Yes, sir. 

a. Tuomas. Where are you going to spend that $1,950,000, and for 
what? 

Mr. Scumipr. That will be spent on those buildings which we pro- 
pose to get under contract or completed during 1959. 

Mr. Tuomas. Is that for these temporary buildings in the District 
of Columbia, or is that for outside the District of Columbia, or both ? 

Mr. Scumipr. All of this for 1959 would be outside the District of 
Columbia. 

Mr. Tuomas. There would be none inside the District of Columbia ? 

Mr. Scumipr. No, sir. 

Mr. THomas. How do you arrive at your figure, Mr. Schmidt, of 
$1.95 million? Do you have a breakdown of it, or is that just a good 
estimate ? 

Mr. Scumupr, It is based on a complete analysis of the entire pro- 
gram to determine the amount required for the sites and the drawings 
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and specifications, as well as these other expenses related to the eccu- 
pancy of the new buildings. 


CONSTRUCTION STARTS PROGRAM FOR CALENDAR YEAR 1958 


Mr. Tuomas. At best, how many projects do you intend to get started 
this year? You will not start more than 32 and that is an optimistic 
figure, is it not? 

Mr. McConrue. No; I do not think so. We are hoping to get 58 
started in 1958. 

Mr. Tuomas. Fifty-eight? 

Mr. McContue. Yes, sir. 

Mr. Tuomas. Do you think you can do it? 

Mr. McContne. I believe we can. 

Mr. Fioere. That is in the calendar year, sir. 

Mr. Tuomas. Half of them would be in the fiscal year, then ? 

Mr. McContne. Here is a listing of our program of advertising for 
construction bids. 

Mr. Mepixry. That is summarized at the top of page 100, and would 
be a total of 76 in 3 years. 


FUNDS PROVIDED TO DATE FOR SITES AND EXPENSES 


Mr. Tuomas. How much money do you have in your sites and ex- 
penses fund through fiscal 1958 ? 

Mr. Scumipr. $41.3 million through 1958. 

Mr. Tuomas. Can you furnish us a breakdown of appropriations 
by years? 

Mr. Scumipt. We had $17,148,005 through 1957, and in 1958 we had 
$24,151,995. 

Mr. Tuomas. You had $24,151,995 for 1958. Did you have any- 
thing from prior years? 

Mr. Scumupr. Well, the prior year’s amount through 1957 was 
$17,148,005. 

Mr. Tuomas. I have that figure. What was it before that? 

Mr. Mepiey. Mr. Chairman, I believe $15 million was appropriated 
that year, and $2 million was carried over from prior years. 


TOTAL SITES AND EXPENSES COST FOR PRESENT PROGRAM 


Mr. Tuomas. In your table your total cost beyond this year will be 
$30 million, and it will give you an entire cost for your 52 projects of 
$91,300,000 ; is that correct? 

Mr. Meputry. Yes, sir. 

Mr. Tuomas. And beyond 1959—you are looking for $20 million 
= year—you will have to have an additional appropriation of $30 
million. 

Is that going to do the job? Onsites and planning? 

Mr. Fioete. I expect so. 

‘ Mr. Tuomas. How much construction money is that going to call 
or? 

Mr. Scumipr. The total project cost is $636,044,300. 


Mr. Tuomas. Let us go into this cost before we go into that other 
item. 
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How do you break down this money? I note it is spent for two 
things, primarily for cost of land, and cost of personnel; is it not? 

Mr. Scumipr. Land, architectural fees, engineering costs, and so on. 

Mr. Tuomas. Can you break it down between the cost of land and 
your other costs ? 

Mr. Scumipr. Yes, sir. 

Mr. Tuomas. You have cost of land acquisition here, and your 
total cost of acquisition is $38,293,000 ? 

Mr. Scumipr. Yes, sir. 

Mr. Tuomas. Your design cost. is $35,686,000 ? 

Mr. Scumipr. Yes, sir; that is for the drawings, specifications, and 
also construction supervision. : 

Mr. Tuomas. What do you mean by drawings and specifications, 
$25,366,000 ¢ 

What is the difference between design and drawings? Then you 
have construction supervision in the amount of $10 million, and when 
one adds that to your $25 million, you have the total of $35 million ? 

Mr. Hunter. Yes, sir. 

Mr. Tuomas. What is the difference between drawings and speci- 
fications and construction supervision ? 

You do not mean to say you will spend $10 million to supervise 
$25 million worth of work; do you? 

Mr. Hunrer. No, sir; that is supervising $636 million worth of 
work, sir. 

Mr. Tuomas. Your achitects are going to be working on the con- 
struction end of this also? 

Mr. Hunrer. We will use them for the greater part of our super- 
vision of construction. 

Mr. TxHomas. Then you have rents, moving, and so forth, in the 
amount of $13,464,000. 

How do you arrive at that figure? 

There is also program development in the amount of $2,199,000; 
administrative operations in the amount of $1,158,000. 

I was not-quite correct on your items 4, 5, and 6. Let us look into 
the detail on page 101. 


Arcutrect-Enetnerr Contract FEres 


How do you arrive at this figure under design engineering of 
$14,955,000? Is that based upon estimated negotiated fees for each 
individual project ? 

Mr. Hunter. That is right, sir. 

Mr. Tuomas. Well, I think you ought to put in the record at this 
point what you are paying your architects, by projects, and then we 
can see where it is. 

Do you have such a table as that ? 

Mr. Hunter. We have a tabulation of fees negotiated to date, sir, 
which can be made available. 

Mr. Tuomas. Well, you could expand your table on page 103 of 
the justifications to do that; could you not? 

Mr. Hunter. I believe we could, sir, for all projects on which we 
have made architectural contracts to date. 

(The information requested follows :) 
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Mr. Tuomas. Among your other costs is an item for rents and 
moving of $1,950,000 fos 1959. I believe that is the information 
which Mr. Schmidt a while ago said he would supply for the record 
as to how he arrived at that $1.9 million. 

Mr. Scumapr. Mr. Chairman, that is shown on pages 103 to 107 of 
our justification on a project-by-project basis. 


ProcraM DEVELOPMENT AND ADMINISTRATION 


Mr. Tuomas. Then we have “Program development and administra- 
tion” in the amount of $350,000 for 1959. 
This is purely personnel cost. How many people are involved, 
and where are they located ? 
I note they are engaged in program planning, preliminary develop- 
ment, projects location, and community surveys and other programs. 
Where are these people located ? 
Mr. Scumipr. Some of them are located here in Washington, and 
a number in our regional offices who are engaged in community sur- 
veys in connection with additional projects. 
Mr. Tuomas. How many are involved? 
Mr. Scumipr. There are 33 positions, sir. 
Mr. Tuomas. This cost is scattered all over the lot; is it not? 
This morning in the office of Mr. Hunter we found 20 people 
charged in the District of Columbia, and he had about 240 more which 
he could not find. 
In the field, they had 612, which one could not find with a search 
warrant. 
How many do you have here? 
Mr. Scumipr. We have 11 on program planning and 4 in site ac- 
quisition in the District of Columbia, and 18 in the regions. 
Mr. Tuomas. Are all these people set up in tight, compartmented 
divisions where none of them are helping the other fellows out? 
This is on “Sites and Expenses.” Where are these people located? 
= _ all in the District of Columbia, or how many are in the 
e 
Mr. Scumaipr. Of the personnel in connection with this program, 15 
positions are here in the District of Columbia and 18 are in the field. 
Mr. Tuomas. What do they do in the field ? 
Mr. Scumipr. They make community surveys and bring together all 
the data necessary to support and justify the projects. 





ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. Now, we have an item which comes under Mr. Medley’s 
supervision in the amount of $170,000 for financial, administrative, and 
legal services, management supervision and legislative, and that is in 

dition to personnel costs that you have just attempted to describe; 
is it not? 

Mr. Meptey. Yes, sir. 

Mr. Scumipt. That is in addition to the PBS personnel. 

Mr. Tuomas. There is a table on page 102 of the justification which 
sets up the Medley fund here, 

Of course, I notice the little lawyers here always get the little end 
of the stick. Is that right, Mr. Sweeney ? 
Mr. Sweeney. Yes, sir. 
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TOTAL EQUIPMENT ON SITES AND EXPENSES 


Mr. Tuomas. I would like to know how many people are involved in 
the expenditure of this accumulated fund. 

At the end of 1959 you would have spent right around $61 million or 
$62 million in total. 

How many people are involved in the expenditure of this fund ? 

Could I get a round figure on that? 

Also, where are they located ¢ 

Mr. Meptey. About 55, Mr. Chairman, in round numbers. I would 
wy that 30 are in Washington, and 25 are in the field. 

{r. Toomas. What do they cost? What is the cost of it? Is that 
amount $201,700? 

Mr. Meptey. No, sir; that is just for the 33 PBS people. 

Mr. THomas. What are the 33 listed on the green sheets? 

Mr. Meptery. Those are the people in Public Buildings Service. I 
was adding to that 23 for administrative operations on page 102. 

Mr. THomas. Well, you anticipate me. You have a cost for 33 
people of $201,000 and for administrative services you want to charge 
$170,000; is that right ? 

Mr. Mepey. Yes, sir. 

Mr. Toomas. It takes that much money for administrative services ? 

Mr. Mepiey. In 1957, based upon the actual workload, it cost $143,- 
632. 

Mr. THomas. This $170,000 is for 1959. 

Mr. Mepiey. That is our best estimate; yes, sir. 

Mr. THomas. Is not that a little out of line? 

Mr. Mepxey. I do not think so. 

Mr. Tuomas. Well, these 33 people are going to be pretty busy. 
Where are the 33 now? I believe you said you had 15 in the District 
of Columbia and the others were located in the field ? 

Mr. Scumipr. That is right, sir. 


APPRAISALS AND SITE ACQUISITION 


Mr. Tuomas. Is that the total number of people engaged in selecting 
these sites, and buying them? 

Mr. Scumipr. They are engaged in both planning work and the 
work in connection with the acquisition of the sites. 

Mr. Tuomas. I thought Mr. Knott had some people also engaged 
in this work. 

Mr. Knott, how many people do you have doing this work ? 

Mr. Scumipr. Four of these people are working on acquisitions. 

Mr. Tuomas. How many? 

Mr. Scumipt. Four. 

Mr. THomas, Is that all? 

Mr. Scumipr. That is right. 

Mr. Tuomas. I thought you had more appraisers than that; I 
thought you had about 40 people appraising for you. 

Mr. Scumipr. No, sir; we use contract appraisers on some of this 
work. 

Mr. Txomas. Why do you not use Mr. Knott’s people? He has 
about 40 good high- powered appraisers. 

How many do you have ? 
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Mr. Knorr. Mr. Chairman, this activity was transferred to me day 
before yesterday and according to the best information I have there 
are 46 eee 
Mr. Tuomas. What are you doing with field appraisers when you 
transfer to Mr. Knott a total of 47 such appraisers ? 
Mr. McContne. The total number of appraisal positions is 46. 
Mr. Tuomas. We want to see part of that $357,000 which you said 
ae were going to spend this year out of that $1 million which you 
ave over there for field appraisals. How much you are going to spend 
of this fund for fee appraisals. 


USE OF CONTRACT APPRAISERS 


Mr. McContne. There would be one or more contract appraisals 
involved in each site acquisition. 

Mr. Tomas. How much? That is what we want to know. 

Mr. Scumipr. I do not have the figure as to what we propose to spend 
for fee appraisals. 

Mr. Tuomas. Well, you are going to spend it and if you are going 
to spend it, you ought to know about what you are going to spend it 
for. 

Where is the money coming from? 

Are you going to take it out of this $20 million ? 
Mr. Sasecar: It will be taken out of the $20 million. 

Mr. Tuomas. How much are you going to take out ? 

Mr. Scumipr. I do not have the figure as to what it will be. 

Mr. Tuomas. I think Mr. Knott did not completely sell us yesterday. 
He has seven of the most valuable and competent appraisers in the 
business. 

Why cannot they do this appraisal work for you? 

Mr. Scumipr. The staff appraisers also perform a review of the 
contract appraisals, but as a matter of policy, in the acquisition of 
properties we use contract appraisers. 

Mr. Tuomas. What about this, Mr. Floete? Why can you not use 
those people? Why go out and spend this money for appraisers when 
you already have a big staff? 

Mr. Fioere. I think the appraisers that are used are used for another 
class of work, largely, on these leaseholds and these small contracts. 

Mr. Tuomas. Put them in thisclass of work. 

Mr. Fioere. For these large ones, we think we ought to go to other 


Reopie. 

r. THomas. They are not overworked. An appraiser is an ap- 
praiser, regardless of the class of work he does. He ought to be able 
to do this. ; 

Mr. McContue. Most of this work involves condemnation proceed- 
ings, and a much stronger case can be made by engaging local fee 
appraisers. 

Mr. Tuomas. That statement makes sense. 

Mr. McContue. We select our appraisers from an approved list of 
the Department of Justice as to their standing in the community and 
their ability to testify. 

Mr. Tuomas. You have someone else in this activity besides court- 
house appraisers. Every transaction you make is not going to be at 
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the courthouse. You will be able to make some without going to court, 
will you not? 

If it is that type matter, why can you not use regular Government 
appraisers ? 

r. McContue. It may be made by other than condemnation, but I 
would say it is better to use local fee appraisers. 

Mr. Tuomas. You mean a local appraiser will come closer to being 
accurate about local prices? 

Mr. McContne. That is the way we feel about it; yes, sir. 

Mr. Poorman. At the time this appraisal is made, we have no record 
as Meese there will be any Nepal detion or whether it can be nego- 
tiated. 

Mr. Tuomas. How much money will you spend in this appraising 
business in fiscal year 1959 ? 

Mr. McContue. We do not have an estimate on that. We will have 
to get that figure for you. 

Mr. Tomas. Do you have a horseback opinion on it? You can 
correct it later. 

How many pieces of land will you have to acquire in 1959 and how 
many tracts? 

Mr. Scumipr. We propose to acquire sites for 3 projects in 1959, at 
a total cost of about $3.8 million. 

Mr. Tuomas. That island cost; is itnot? 

Mr. Scumipr. That is right, sir. 

Mr. Tuomas. How much appraisal fee cost will you have ? 

Mr. Scumipr. Between $500 to $1,000 a tract. 

Mr. Tuomas, Is it based upon a fee or percentage, or how do you 
operate in this regard ? 

Mr. Scumipt. It is a fee based upon the complexity of the proper- 
ties to be appraised. 

one McContae. It would be around 1 percent. That would be 
the top. 

te Emacs, One percent ? 

Mr. McConrun. Yes, sir; it could be around $25,000 or $30,000, 
and that does depend upon the complexity of the property, if it has a 
lot of improvements and if it is a very complex appraisal. If it has 
not, it is a simple appraisal. 


COST OF MONEY FOR FINANCING LEASE-PURCHASE CONSTRUCTION 


Mr. Tuomas. Mr. Floete, you state here that this money is costing 
you about 4.8 to 5 percent; is that right ? 

Mr. Froere. On the first 5 bids we took in December we got 1 of 
5. percent, 3 of 4.97 percent, and 1 of 4.74 percent. Since then the 
bidding has been better, and we have gotten—I will give you an indi- 
cation Fone of the low bids on the other projects: 477, 4.67, 4.84, 4.74, 
4.78, 4.77, 4.72, 4.73, 4.73, 4.75, and 4.625, 

Our low bid under this program has been 4.574. 

Mr. Yates. On what were these bids made? 

Mr. Frorre. They were bidding on the money for these lease- 
purchase projects. That is the rate of interest. We have had a 
continuing, growing interest in this. We have now gotten some of 
the major insurance companies bidding and, apparently, I hope it is 
going to stabilize around a rate of 4.5 percent. 
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Mr. Tuomas. We are ee to get that information. Of course, 
your budget was prepared in July or August, but there has not been 
too much change since then. ; 

I now quote this language from the justifications on page 99: 

The bids for financing were received during December on 5 of the 10 projects 
with interest rates ranging from 4.74 to 5 percent. These bids are considered 
reasonable. For the purpose of this estimate all projects have been included as 
approved except for adjustments to reflect current construction costs, and for 
normal changes in scope of a few projects. 

You have 98 approved projemn at. a cost of $692 million, but that 
has been increased to $760 million, has it not ? 


PUBLIC BUILDINGS CONSTRUCTION PROGRAM FOR 1958 AND 1959 


Mr. Poorman. Sir, the $760 million adjusted estimate is reflected 
in the third line of that tabulation. 

Mr. THomas. How many of these projects do you plan to put under 
construction during fiscal year 1958, and how many do you plan to 
put into effect in 1959, and at what cost? 

Mr. Mepiey. Forty-one in 1958 with improvement costs of 
$68,638,000. 

Mr. Tuomas. Wait a minute. Let us say that again. 

In 1958 you plan to put how many projects under construction ? 

Mr. Mepviey. Forty-one. 

Mr. Tuomas. Forty-one projects? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. At a cost of how much? 

Mr. Meptey. $68,638,000, 

It is at the top of page 100, Mr. Chairman. 

Mr. Tuomas. Ata cost of $68,638,000 ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Is thatan adjusted figure? 

Mr. Meptxy. Yes, sir. 

Mr. Tuomas. For 1959 you will have 34 projects at a cost of what? 

Mr. Mepiey. $224,196,000. 

Mr. Tuomas. Now, how many projects have you put to date under 
construction contracts ? 

Mr. Fiorre. Four. 

Mr. Txomas. Name them, and at what cost. 

Mr. Fiorre. We have Council Bluffs. 

Mr. Tuomas. You have Council Bluffs, and what is the total cost 
of it? Plus the interest rate, as well as the annual contributions? 

Mr. Frorre. Well, we have Albuquerque, N. Mex., where the low 
construction bid was $4,017,000 and the rate of interest was 4.74. 

Mr. Tuomas. Please give us the next three. You have three more 
which are under contract, do you not? 

Mr. Fioere. Yes, sir. 

Then, there is Kansas City, Kans., which is under contract, and 
the low bid was $1,816,000. The rate of interest was 4.97. 

Next we have Council Bluffs at $1,363,831, at 4.97 interest rate. 

Mr. Tuomas. That is three. What isthe fourth one? 

Mr. Friorre. Rock Island, which is completed. 

Mr. Tuomas. That is the fourth one, and it is completed? 

Mr. Froere. Yes, sir. 
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Mr. THomas. What was that amount ? 

Mr. Meprey. $1,711,808 at 4 percent interest rate. 

Mr. Tuomas. The Rock Island contract was signed when? In 
1956? 

Mr. Fiorre. In July 1956. 

Mr. Tuomas. So, you have 1 complete at Rock Island and 3 under 
contract, and if permitted to continue during 1958 you wilil have how 
many additional under contract ¢ 

Mr. Meptery. Thirty-eight. 

Mr. Tuomas. In addition to the three? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. That list is set out on what page? Where are they 
located? You have set them out, but I do not see them. 

Mr. McContner. There is no schedule of bidding in the justifications. 

Mr. Tuomas. That is what we are asking for—1958. Is this the 
list that you intend to award for 1958? 

Mr. McContue. No; that is what we have scheduled now for con- 
struction bids. Those are the ones we intend to award for fiscal 1958. 
j Mr. Tuomas. Let us keep them separated, so we can see what we are 

oing ? 

Mr. Jonas. Off the record. 

( Discussion off the record. ) 


PUBLIC BUILDINGS PROJECTS IN 1958 PROGRAM 


Mr. Txomas. Do you have a list showing the location, the descrip- 
tion, and so forth, of the other projects for 1958 which will be placed 
under contract ? 

Mr. McContne. Yes, sir; we have that list. 

Mr. Tuomas. Can you read that into the record, or are they in 
the justifications here ? 

Mr. Frorre. We have the list here. It depends so much on how 
fast we get the architect’s plans. This is firm on 80 projects. 

Mr. THomas. Will you please hand me that list and let us put it in 
the record ? 

Mr. Fioerre. Yes,sir. This list is by calendar year. We will submit 
one by fiscal year, based on current cost estimates. 

(The list referred to follows :) 
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JENERAL SERVICES ADMINISTRATION 


Public buildings projects approved under title I of Public Law 519, 83d Congress, 
phased by fiscal year with respect to execution of purchase contracts 


Maximum Revised estimated cost 
cost in 
Phasing by fiscal year approved 


prospectuses 





1957 
Illinois, Rock Island 








Alabama, Camden....._._..........--- oan 300, 800 
Arkansas, Hot Springs__- , 729, 1, 709, 000 
Georgia: 
Atlante. ....<---~ ‘ 
Brunswick 
Illinois, Benton. __ _- 
lowa: 
Burlington... __- 
Council Bluffs. _- 
Kansas: 
Kansas City._..._. 
Leavenworth ____ 
Sedan - 
Louisiana: 
Jonesboro. ___ 
Lafayette____ 
Lake Charles___. 
Minnesota: 
Minneapolis__ .. 
Redwood Falls__ 
Mississippi: 
«SI da 
Greenville__.____- 
I itn tenes 2 
Missouri, Marshfield___. 
Nebraska, Omaha_.._._._.....__.-_.- 
New Hampshire, Durham _._.__-_.._. 
New Mexico Albuquerque __ x 
New York, Jamestown... __ 
South Carolina, Manning 
South Dakota, Sisseton-. -_- 
Tennessee: 


11, 767, 000 
1, 324, 000 | 
924, 000 


1, 315, 513 | 
1, 810, 000 


2, 262, 697 
1, 107, 000 
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411, 000 | 
1, 156, 000 
2, 219, 000 | 


6, 536, 039 | 
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Public buildings projects approved under title I of Public Law 519, 83d Congress, 
phased by fiscal year with respect to execution of purchase contracts—Continued 


Maximum 
cost in 
approved 
prospectuses 


Phasing by fiscal year 


# BES 38 
SSSS8S SES ss 
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California, Sacramento 
Florida: 


R52 


£2 


ty 
St. Lacie, Federal Office ae aa pala 
New-York, Brooklyn -- .. .. .—..-..+-+-----<0: 
Pennsylvania, Beaver 
Texas: 


ertenhbintls 
Richmond 
West ae fpenerien 
Washington, 

Federal ‘Offion Building No. 6 

Health, aan and Wetlave, Federal 
Office Building No. 8......-----.-+..--s0 

Federal Office Building No. 9 

Federal Office Building No. 10 


Total 1959 (34 projects) 
Grand total (76 projects) 


250, 274, 000 | 
326, 678, 500 | 


Revised estimated cost 
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IMPROVEMENT COST 


Mr. Tuomas. Then put in a list of all those projects showing a com- 
parison of the estimated improvement cost with the cost for each proj- 
ect under lease-purchase, including principal, interest, and taxes over 
the entire proposed contract period for each project. 


(The material referred to follows :) 
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ExuibBiT 2a.—Public buildings projects approved under title I of Public Law 519, 
83d Cong.—Improvement cost by direct a priation versus lease purchase (in- 


cluding tazes and interest at 439 percent) for 76 projects included in the regular 
budget for 1959 


Estimated payments assuming interest at 
Contract 434 percent ! 
Improve- term— 
ment cost years 
Principal and Taxes 
interest 


1957 
Illinois, Rock Island $1, 712, 000 

1958 | 
Alabama, Camden 


Arkansas, Hot Springs 
Georgia: 
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New Hampshire, Durham 
New Mexico, Albuquerque 
New York, Jamestown 
South Carolina, Manning 
South Dakota, Sisseton 
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See footnote at end of table. 
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Exntsir 2a.—Public buildings projects approved under title I of Public Law 519, 
83d Cong—Improvement cost by direct appropriation versus lease purchase (in- 


cluding taxes and interest at 444 percent) for 76 projects included in the regular 
budget for 1959—Continued 


| 


| Estimated payments assuming interest at 
Contract | 414 percent ! 

Improve- term— |__ 

ment eost years | 

Principal and| Taxes Total 

| interest 


1959 


Alabama, Livingston ve anil $267, 000 
Arizona, Phoenix._--- --- ao 7, 897, 000 
Arkansas: 

OS 920, 000 

Little Rock. - -- ial 3 8, 541, 000 
California, Sacramento _- 10, 026, 000 
Florida: 

ONES «5525 5... 2222-5: 290, 000 

Ocala. ict amas oe 1, 340, 000 
Georgia, Milledgeville. se 477, 000 
Hawaii, Wailuku__-_- ; occa 728, 000 
Towa, Fort a. we 1, 981, 000 
Kansas, Emporia_. 4 edt 534, 000 
Louisiana: 

eee... 2.2... kde 347, 000 

New Orleans_-. a | 19,065, 000 
Maryland, Denton-__-- ; ake 396, 000 
Minnesota: 

Bemidji-_.- et 1, 093, 000 

Brainerd ___. 540, 000 

Moorhead... _-- wad fe 494, 000 \ 

St. Paul. = a 8, 063, 000 i 13, 472, 220 | 
Missouri: } 

Moberly - _ - , 470, 000 586, 250 | 

St. Louis, FOB __- 11, 641, 000 2” 19, 450, 600 , _ 345, 
New York: Brooklyn- _- .} 15, 091, 000 | 25 | 25,215,100 | wn 7 37, 982, 600 
Pennsylvania: Beaver--- ea 294, 000 366, 720 402, 72 
Texas: 

Houston... 13, 814, 000 5 | 23,081, 400 5, 150, 28, 231, 400 

Orange .. 598, 000 | 739, 670 22, 861, 670 

San Marcos-_-___. . 463, 000 577, 520 , 635, 520 

Victoria- | 1, 374, 000 1, 713, 850 | 1, 881, 850 
Utah: Salt Lake City_. | 9, 240, 000 15, 438, 840 18, 801, 340 
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| 
Portsmouth. -___- ; | 8, 401, 000 | ; 5, 682, 630 
Richmond --.- - 7, 737, 000 12, 927, 520 15, 068, 220 
West Virginia: Charleston -- -__- 3, 670, 000 | f 6, 132, 090 7, 187, 090 
Washington, D. C.: | 
FOB No. 6 , ‘ 14, 750, 000 | 30 | 26,952, 550 33, 302, 950 
FOB No. 8._--- | 15, 900, 000 2 26, 566, 830 31, 171, 830 
FOB No. 9___-_-.- ; | 22,013,000 | 25 | 36,780,860 43, 723, 360 
13, $1, 731, 270 


FOB No. 10_____- | & ——- | 68, 081, 270 
Total 1959 (34 projects) ________| 224, 196, 000 | | 374,082, 090 80, 799, 000 454, 881, 090 





Total program (76 projects) -. 546,000 |....._.| 482,524, 870 | 102, 733,800 | 585, 258, 670 


Summary of 76 peajects 


| Direct appro- | Lease 
priation purchase 


gave geen | 


Improvement cost_- adended an deals eames _-.22..--------} $204, 546,000 | $204, 546, 000 
Interest at 414 percent ' ee Bib o. 4-0 | 187, 978, 870 


Taxes.___. . SS a a rip cali aed 102, 733, 800 


585, 258, 670 


1 Excepting for projects under contract at actual interest rates, as —. s: Rock Island, 4 percent; Council 
Bluffs, 4.97 percent; Kansas City, 4.97 percent; and Albuquerque, 4.74 percent, 
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PROGRAM FOR 1958 AND 1959 


Mr. Tuomas. You say the total that you intend to put under con- 
tract for the remainder of 1958 in addition to the four you already 
have is how many ? 

Mr. Meptey. 38. 

Mr. Tuomas. For 1959, how many in addition to the 38? 

Mr. Meptey. 34. 

Mr. Tuomas. That gives you a total of 72? 

Mr. Meptey. That is right. 

Mr. Tasomas. Is the total of 72 the extent of the present authori- 
zation ¢ 

Mr. Fioers. We are still short on sites and expenses money. So, 
that would hold us up until we got it. 

Mr. Tuomas. Does your authorization cover 92 or 72. projects? 

Mr. McContue. 92. 
PROGRAM AFTER 1959 


Mr. Tuomas. When would you get the difference between the 72 
and the 92 going? 

Mr. McContne, Well, there are various complicating factors in 
some of those projects that are hard to estimate. You take Boston, 
for example, where our site had not. been tied down. There we-are 
waiting on the redevelopment plan. 

Mr. Tuomas. Anywhere from 1 to 2 years beyond fiscal 1959? Is 
that a fair statement for those other 20 projects? 

Mr. McContue. I would say so, by the time we get the plans and 
specifications. 


COMPARISON OF PURCHASE-CONTRACT COSTS VERSUS DIRECT APPROPRIATION 


Mr. Tuomas. Mr. Floete, based upon the interest rate of, say, 4.8 
percent, or 5 percent—or use your own figure here of 5 percent in the 
justifications—over a period of time how much would it cost? 

Are these contracts for 20 years, or 25 years? 

Mr. Froete. Those under $2 million are 10-year contracts, and 
those over are 25-year contracts. 

Mr. Tuomas. That isin the record also; is it not? 

Mr. Froete. Yes, sir. 

Mr. Tuomas. The small ones are 10 years, and $2 million is the 
dividing line; is it not? 

Mr. Froere. That is right, sir. 

Mr. Tuomas. How much more will it cost to build the identically 
same building under lease-purchase than it would by direct appro- 
priations ? 

Mr. Fvorre. If you figure a difference of 1 percent as an interest 
rate between what it would cost the Government to borrow generally 
and what it cost us, I do not know whether it is 1 or 1144 percent, but 
at, 1 percent it is about $100 million in interest, and then, of course, 
you have the factor of taxes which we pay under lease-purchase, and 
which we do not pay under direct appropriations. 

Mr. Tuomas. 87 60 million at 1.5 percent per year over a period of 
years would be $150 million for interest alone; is that correct ? 

Mr. Fioere. Yes, sir; that is right. 
22311—58—pt. 2——11 
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Mr. Tuomas. Under lease-purchase contracts you have to pay taxes; 
do you not? 

How much does that add to it? 

Mr. Froere. Our estimate is $245 million. 

Mr. Tuomas. Additional ? 

Mr. Fvoere. Yes, sir. 

Mr. Tuomas. Over that $150 million? That is $400 million in all; 
is it not? It would be $400 million, or a total expenditure of $760 
million ? 

Mr. Meptey. Mr. Chairman, on a total expenditure of $636 million, 
and assuming a differential in interest of 1 percent, and $245 million 
in taxes, the net difference would be $348 million, or round it off at 
$350 million. 

Mr. Tuomas. Percentagewise, how much more is that’ than by direct 
Bas, iy ¢ 2 

Mr. Meptry. Fifty percent more. 

Mr. Tuomas. Is the financial solvency of the United States in 
such condition that we can afford to give away $350 million on about 
a $700 million program ? 

Mr. Jonas. Mr. Chairman, I do not understand that 1 percent 
figure. One percent of $636 million is not $100 million. 

Mr. Tuomas. Some of these contracts run for 25 to 30 years, though. 

Mr. Jonas. Now, how do you arrive at that $100 million? That is 
not over 25 years? 

Mr. Meptey. Part of it is 10 years, and part of it is 25 years, and 

art is 30 years, for the few projects in the southwest area of the 
istrict of Columbia. 

So, that the cost, based on interest at 5 percent for these various 
projects in varying periods, your total interest paid quarterly in 
arrears would be $470,973,000. 

Your taxes would be $245,191,000 or a total cost of $1,353,000,000. 

Now, then, if you exclude the taxes and use an interest rate of 4 
percent, then that total cost would be $1,004,756,000, or a net differ- 
ence of $348 million. 

Mr. Yates. What construction cost base was that which you used ? 

Mr. Meptey. $636 million. 


AMOUNT OF DIRECT APPROPRIATION NEEDED FOR 1958-59 CONSTRUCTION 
PROGRAM 


Mr. Tuomas. Mr. Floete, how much money would it take in the way 
of direct appropriations for you to get your 33 projects, or 38 projects, 
for the rest of this year wrapped up, lock, stock, and barrel, and when 
you make the contract, have the money in the till to pay for the 
completed cost ; that is, how much money it would take for you to keep 
your organization going full tilt for the remainder of fiscal 1958 and 
for 1959 in the way of direct appropriations ? 

Mr. Froere. Well, it would be approximately $300 million. We 
discussed with the Bureau of the Budget the figure of $400 million to 
be included this year. I am not sure whether it would be $300 million 
or $350 million. 

Mr. Tuomas. If you go the direct-appropriations route we want you 
to have the money in your hands to make the contract to cover the 
entire cost, and we do not want any overruns and we do not want any 
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gingerbread. We are going to prayerfully request you to hold this 
program down and make it economical and cut out all wasted space, 
and get your money’s worth. We are trying to help you in this 
respect. I hope we can have one good engineer to look over your 
shoulder when you let your plans and specifications and see that 
nothing is wasted. 

Will $300 million do the job for 1958 and 1959? 

Mr. Frorre. That is a shotgun figure. I think if you are talking 
about it this way we ought to have something more specific before 
we answer that question. 

Mr. Tuomas, Well, you have submitted two lists of projects earlier, 
and they are your submissions, not ours, which were projects which 
you could put under contract for 1958 and for 1959. We are asking 
you how much money it would take in direct appropriations to amor- 
tize completely those projects. 

Mr. Fvoere. Including Sites and Expenses, which are here in a 
separate item 

Mr. THomas. Let us stay with construction,now. We have already 
had the information on Sites and Expenses. 

_Mr. Fruorre. About $300 million. 

Mr. Tuomas. What would you say the figure would be overall? 

Mr. Frozre. About $300 million. 

Mr. THomas. We will now recess until 1 o’clock this afternoon. 





AFTERNOON SESSION 


Mr. Tuomas. The committee will be in order. 
CENTRALIZED FEDERAL BUILDING FOR CHICAGO, IDL. 


Mr. Yares. I want to ask one question with respect to the section 
we just finished. We were. talking about renovation and. air-condi- 
tioning, rentals, and so forth. 

Does GSA have a compilation which would disclose the number 
of buildings owned by the Federal Government in the city of Chicago, 
the amount of space that is rented, where it is rented and rentals that 
are paid ? 

Mr. McContne. Yes, sir. 

Mr. Yares. I notice in a number of cities in various parts of the 
country GSA is seeking to combine all Federal offices in one build- 
ing. You are building a Federal office building in St. Louis. I 


wondered whether you had ever considered such a prospect for 
Chicago. 


Mr. McContne. Yes, sir. 

Mr. Yates. What happened? 

Mr. McContue. We never got it to the stage of submitting it.to the 
Congress prior to the expiration of the law. 

Mr. Yates. What law? 

Mr. McContne. Lease-purchase Act. 

Mr. Yates. Can’t you do it under appropriations? 

Mr. Fioere. Yes. 

Mr. Yates. The answer is yes? 

Mr. McContue. Yes. 


} 
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Mr. Yares. I would like to see a copy of whatever it was that went 
into the computation, because I know that there has been much ac- 
tivity in our city to combine all Federal activities in one building. 
You are scattered all over Chicago now, aren’t you? 

Mr. McContrne. Yes, sir. 

Mr. Yates. I would appreciate a presentation which indicates just 
what the situation is in Chicago. 

Mr. McContue. I will be glad to furnish it to you at an early date. 


SUSPENSION OF PURCHASE-CONTRACT COMMITMENTS 


Mr. Tuomas. Mr, Floete, the committee requests that you not make 
any more obligations under this until we have an opportunity to 
discuss it with you further, under any form of lease-purchase, inside 
the District of Columbia or outside. We would like to have an 
opportunity to talk further with you during the week. 

Mr. Froere. That is all right, Mr. Chairman. 

We proceeded in two steps under this thing. First we get a bid 
for financing, then a separate bid for construction. The purpose of 
that of course is to squeeze out any profits that we can’t really see. 
We are advertising right now for financing bids, 

We have accepted 16 financing bids. We are advertising for an- 
other group of 14. The first bids are to be received the 25th of 
February. 

Mr. Tuomas. You have made no binding obligations except on the 
4 that you mentioned, 3 under construction now and the Illinois build- 
ing that is completed, is that correct? 

Mr. Fuoere. We have conditionally accepted the 16 low financing 
bids, but only conditionally. 

Mr. Tuomas. The committee asks you not to make any more binding 
contracts either in the District or outside the District for any lease- 
purchase project until we discuss it with you further. 

Mr. Fioere. Can we discuss it soon, so as not to interfere with this? 

Mr. Tuomas. Yes. We won't delay too long. We want to co- 
operate. 

Mr. Froere. Following acceptance of these financing bids, we then 
go out for construction bids. 

Mr. Tuomas. We have waited 3 years. Another 2 or 3 days will 
not slow you down too much, will it? 

Three days is three days, we realize. We have had this program 3 
years. Through not fault of yours, we still haven’t done anything in 
3 years. We request you not to make any binding obligations or 
commitments until we get another opportunity to talk with you in 
the next 2 or 3 davs. 

Mr. Friorre. We can go ahead, I notice we have one on the 13th 
and one on the 14th that are construction bids. 

Mr. Poorman. That is right, Mr. Chairman. 

Mr. Tuomas. We don’t care what you do, just so long as you don’t 
commit the Government of the United States for the payment. of 
money, period. 

Mr. Fiorre. We can take the bids then.as long as we don’t accept 
them. 

Mr. Tuomas. Don’t make any binding obligations looking to take 
money out of the Treasury of the United States or committing the tax- 
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payers of the United States to pay bills in rd to lease-purchase, 
in the District of Columbia or outside of the District, or any place else. 
We will try to get to it and advise with you in 2 or 3 days. 

Mr. Fvoere. All right, sir. 






PayMeEnts, Pustic Burtprnes Purcuase Contracts 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 











Program by activities: | 





1. Principal and interest...........-- innit engines ie callie a $105, 400 $1, 135, 000 i 

he Re hy SRE ea TO 17, 900 130, 000 i 
Datel sR IG Es cnn ctisndenteninntsteiiccimincdereanea sana 123, 300 1, 265, 000 ! 
Financing: Unobligated balance no longer available... -___.- $237, 000 7207/000 |... ....-..- : 


Appropriation (new obligational authority) | ; 
| 


Object classification 


1957 actual 


10 Lands and structures. .___._. pid. aden ones. abt cab i iuse dt ienshsei 
Be I oi inn ns lenses tet dead mm pemetsdilllies o ceibeidinnetiaiiin ath dasa anak dilate ane 
Sr es CE, wk... wolelmemmniny Ota cnerenieeatemaba ion 
Total obligations 





Mr. Tuomas. Will you put pages 111 and 112 and the table on 
page 113 in the record. 
Pp. 111, 112, and 113 follow :) 


Payments, public buildings purchase contracts 


me ee ee eee 


GENERAL STATEMENT 





“Under the program to acquire buildings through lease-purchase arrangements, 
76 buildings costing some $297 million are expected to be under purchase con- 
tract by the end of 1959 on which the annual payments for principal and interest 
during the contract period will total $23 million. This is an increase of $11 
million over present limitations for entering into contracts, authorization for 
which is proposed for 1959. The estimate for 1959 for payments to contractors, 
and taxes, covers 33 projects scheduled for occupancy prior to June 30, 1959” 
(from the budget for 1959). 


APPROPRIATION LANGUAGE 






“Payments, public buildings purchase contracts: For payments of principal, 
interest, taxes, and any other obligations under contracts entered into pursuant 
to the Public Buildings Purchase Contract Act of 1954 (40 U. 8. ©. 356), 
[$1,331,100] $1,265,000: Provided, That the Administrator of General Services 
may enter into contracts during the fiscal year [1958] 1959 for which the aggre- 
gate of annual payments for amortization of principal and interest thereon shall 
not exceed $11,000,000, in addition to the unused portion of the $12,000,000 limi- 
tation applicable prior to July 1, [1957] 1958, under the Independent Offices 
Appropriation Act, [1957 (70 Stat. 348) 1958 (71 Stat. 230).” 
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JUSTIFICATION 


A. Limitation on volume of purchase contracts that may be entered into 


The rate upon which approved projects may be placed under purchase contract 
is regulated by limitations placed in annual appropriation act. 

By the end of 1959 projects involving improvement costs of over $297 million, 
or about 47 percent of the volume now fully approved, are expected to be placed 
under purchase contract. This will require an increase in the aggregate con- 
tract authority on annual payments for principal and interest from the $12 
million available in 1958 to $23 million by the end of 1959, an increase of $11 
million. 

Computation of the specific limitation required, follows: 


Computation of base: 
Total improvement costs for approved projects 
Deduct: Maximum cost phased after 1959 under “Sites and 
expenses” item 


Volume programed to be under contract by end of 1959_._. 297, 103, 300 


Computation of limitation—EXxperience last spring in advertising for bids 
under the lease-purchase program indicated that the former executive limitation 
of 4 percent on interest payable on purchase contracts had contributed toward 
the general lack of competition as reflected in few and unresponsive bids. The 

‘rate of interest is a product of the general economic condition. Using a rate 
set under different market conditions creates an unnecessary deterrent to suc- 
cess of the program. 

Recent discussions within the executive branch indicate a willingness to 
establish a rate more in keeping with the market, although no fixed rate was 
agreed to. For the purpose of this estimate all computations for interest are 
based on the assumption that financing bids averaging 5 percent interest will 
be obtainable. This appears to be berne out by bids received in December on 
5 projects on which interest was bid at 4.74 percent on 1 project, 4.97 percent 
on 3 projects, and 5 percent on the other. 

Application of this assumption to the volume of contracts anticipated by June 
380, 1959, follows: 


Limitation 
Cost subject for annual 
Period of to principal |Amortization | payment for 
contract and interest | rate, percent principal 
with interest 
at 5 percent ! 


Projects under $2,000,000 .-| $35, 458, 300 ; $4, 527, 520 


Projects over $2,000,000---_-.-..-..--.----------- y 245, 907, 000 - 02 17, 271, 950 
Southwest District of Columbia projects 15, 738, 000 4 1,015, 630 
22, 815, 100 
Adjustment for rounding . +184, 900 
Limitation required. -_.....-.-.+...-+---- shee amg epane anche -|snepreparamamclenesonedeons | 23, 000, 000 
Deduct previously authorized limitation...|--.-.----..---|--------------]------------- | —12, 000, 000 
Additional limitation required in 1959 (in 
addition to any remainder under existing 
limitation as proposed in appropriation i 
Ee noe ederbc dans he skesscedssebee Aavbadcd sand jr@-<e=== Li Adee dis dedeklskde 


1 Except Rock Island project under contract at 4 percent. 





B, Payments under purchase contracts 


Upon completion of buildings and acceptance by the Government, equal quar- 
terly payments in arrears are made in amortization of principal with interest 
over varying periods. Real estate taxes are also paid until title of the property 
is vested in the United States. 

The amount of $1,331,100 was appropriated for 1958 to cover payments for the 
project at Rock Island, Ill.; Portland, Oreg.; and Franconia, Va. The project 
at Rock Island calls for payments to be made annually in advance as distin- 
guished from current plans to make payments quarterly in arrears. Contracts 
on the Franconia and Portland buildings have not been consummated, and ap- 
pear unlikely, due to reluctance of the owners to sell. In view of this uncer- 
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tainty, funds appropriated for this purpose in 1958 are reflected in the budget 
schedules for this item as savings. No provisions therefor are made for 1959. 
Amounts required te continue making rental payments on the two buildings 
which are still under conventional lease are provided, as heretofore, on the 
basis of space assigned by “Operating expenses, PBS” and “Expenses, supply 
distribution” in 1958 and 1959 and by “Operating expenses, NARS” in 1959. 

The program for 1959, in addition to full payments on the Rock Island, TIl., 
project, covers payments for part of the year on 32 other projects estimated to be 
completed during the year. The amount of $1,265,000 estimated for 1959 in- 
cludes $1,135,000 for principal and interest, and $130,000 for taxes, as follows: 


Payments required from date 
Estimated | of ceanrietion® to end of year ! \ 

Estimated date of | amount of i 
completion purchase it 
contract Princi- i 











November 1957__._| $1, 712, 000 








— rogram: Illinois: Rock Island, post 
ce mes co urthouse, 


1939 
Fiabama labama: Camden, post, office, etc__. 
Georgia: Brunswick, post office and 








February 1959_.._. 296, 200 15, 800 1, 500 17, 300 
March 1959_....... 1, 332, 000 56, 700 3, 700 60, 400 | 















































courthouse, 
Tiinois: 
Benton, post office and court- | April 1959__....... 
house. 
Rock Island, post office and 
courthouse. 
Iowa: 
Burlington, post office, etc_....._.| February 1959__..- 
Council Bluffs, post office and | March 1959__.__.._ 
courthouse. 
Kansas: 
Kansas City, post office and 
courthouse. 
Leavenworth, post office and |.....do_...........- 
courthouse. 
Sedan, post office, ete.........__- 
Louisiana: 
Jonesboro, post office, ete........| March 1959__...__. 
Lafayette, post office, ete_._.-.__|..... OL £53 idl cas 


Lake pO comb ons post office and | May 1959._..__._. 


Minnesota: Redwood Falls, post | March 1959_._...__ 

office, etc. 
Bod, 

Biloxi, post office and court- | February 1959... 


house. 
Greenville, post office and court- | March 1959._..._.. 






















house. 
Laurel, office, ete.___....... 1 
Missouri: Marshfield, post office, etc.| March 1959___..... 
New Hampshire: Durham, post | February 1959_.... 
office, etc. 
New York: Jamestown, post office | May 1959__.._.._. 
and courthouse. 
South Carolina: Manning, post | February 1959_.... 
office, ete. 
South Dakota: Sisseton, post office, |.....do._..-....... 
etc. 
Tennessee: 
Carthage, post office, ete_........ January 1959_..... 287, 000 18, 300 1, 900 20, 200 
Kingsport, post office, ete___..._- February 1959... 1, 078, 000 57, 400 5, 200 62, 600 
7 Lafayette, post office, ete__.....- March 1959_.___._-. 286, 600 12, 200 800 13, 000 
exas: 
Daingerfield, post office, ete.....|..... i amen 222, 000 9, 500 700 10, 200 
Gainesville, post office, etc____._- | January 1060_..... 636, 000 41, 600 5, 000 46, 600 
McKinney, post office, ete... __- February 1959_.... 500, 000 26, 600 2, 900 29, 500 
Terrell, post office, ete_____.._._- NOs banebtacess 408, 000 21, 700 2, 000 28, 700 
Virginia: Abingdon, post office and J anuary 1969. ..... 588, 400 7, 600 1, 200 38, 800 
courthouse, 
West Virginia: 
Huntington, Federal office build- | Jume 1959_.__.____- 3, 280, 000 19, 200 2, 800 22, 000 
ing. 
Mount Hope, mines.-........... February 1959___.-. 776, 000 41, 300 2, 600 43, 900 
Ronceverte, post office, etc._ ___- March 1959__._... 267, 000 11, 400 800 12, 200 
Wisconsin; Green Bay, post office, |... -- O21. BiiLsth. | 1,544, 000 65, 800 5, 300 71, 100 
ete. | | 
ee 
Total ...----..----00-------00- [osneece-----a0--e-ee] 31, 440, 300 |1, 127, 200 | 130, 000 | 1, 257, 200 
, | RR clechtadiaiiend icthadhieade pein ERD |1, 135,000 | 130, 000 1, 265, 000 


| 


1 Interest computed at 5 percent except for Rock Island which is under contract at 4 percent; 
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Payments, Public Buildings purchase contracts: For payments of principal, 
interest, taxes, and any other obligations under contracts entered into pursuant 
to the Public Buildings Purchase Contract Act of 1954 (40 U. S. C. 356), 
($1,331,100) $1,265,000. 

That is the actual payment. This is trick language. You have to 
divide it. It has three elements in it. 

One is the payment. The next is a limitation of what they can 
obligate for the next year, and this is the meat in the coconut. 

Provided, That the Administrator of General Services may enter into con- 
tracts during the fiscal year 1959 for which the aggregate of annual payments 
for amortization of principal and interest thereon shall not exceed $11,000,000, 
in addition to the unused portion of the $12,000,000 limitation applicable prior 
to July 1, 1958, under the Independent Offices Appropriation Act, (70 Stat. 343) 
1958 (71 Stat. 230.) 

What about taxes? 

Mr. Mepiey. That is not under the limitation. 

Mr. Tuomas. Isn’t it part of it? 

Mr. Mepiey. No. It is included in the cash when we ask for cash, 
but insofar as the limitation is concerned 

Mr. Tuomas. Well, it is part of the dollar amount? The amortiza- 
tion, interest, and taxes ? 

_ Mr. Meptey. No, sir; just principal and interest are under the lim- 
itation. 

Mr. Tuomas. Where do you get your tax money ? 

Mr. Meptey. All I am saying is that the taxes are not included in 
the limitation but when you appropriate the cash, taxes are in the 
$1,265,000. 

Mr. Tuomas. “Not to exceed $11 million.” Last year you had $12 
million, this year you want $11 million. 

We rehashed all of this this morning. In other words, in 1958 you 
had a limitation of $12 million, 1959 you want a limitation of $11 
million. It will give you a total then for all practical purposes of $23 
million. 

For 1959 the program is $297 million, or 82 percent of your total 
projects. How are you going to spend the $1,265,000? 

I presume this table on page 113 will jibe with your table of loca- 
tion, amount, interest, taxes, final bid for 1958 and 1959. You are not 
going to overlook any of these projects. It will be in one of those 
other two big tables. 

How many projects does this represent? Seventeen? 

Mr. Scumipr. Thirty-two to be completed in 1959. 


FINANCIAL ADVANTAGES UNDER LEASE-PURCHASE PROGRAM 


Mr. Jonas. It has been established by the testimony this morning 
that the total cost under the lease-purchase program is considerably 
higher than under direct appropriations. I think we all agreed on 
that. 

Mr. Floete, would you care to make a statement for the record 
indicating what advantages you think accrue to the people of the 
United States by reason of the lease-purchase arrangement, if any ? 

Mr. Frorre. Mr. Jonas, I think it is rather difficult to answer that 
question the way it is asked. 





167 


There are three accepted ways of creating public buildings. One 
is direct appropriation, one is the lease-purchase method, and of course 
the long-term lease is another method. 

I think everyone agrees that the cheapest of these is direct appro- 
priation. I don’t think you can argue that point. 

The next best I think is lease-purchase, and the least desirable is 
long-term lease, where the Government never does acquire an equity 
in the property. 

Buildings have been occupied for a long period of time and still 
we have no equity. 

Mr. Jonas. All that is paid out is lost in rent. 

Mr. Fioere. Yes, sir. However, over a period of many years there 
have been practically no appropriations for buildings, so I think the 
lease-purchase method ‘was devised as a substitute for direct 
appropriation. 

As a supplemental measure, I think it is something desirable. At 
this moment, in view of the large financial needs for defense, I don’t 
know whether we will get any appropriations or not. Therefore, I 
would like to have the lease-purchase program continued. 

I would like to have the Senate bill No. 2261 adopted and use it 
as a supplemental method if we don’t get money. 

Mr. Jonas. Is it not true from the figures given the committee this 
morning, when we were talking about this matter, the excess cost under 
lease purchase for the program we are now discussing as against or 
over direct appropriations, at least two-thirds of the extra cost is in 
the form of taxes that are paid to local governing units, such as cities 
and counties in the United States? 

Mr. Frorete. That is correct. It is about that proportion. 

Mr. Jonas. If we take over those properties and take title and erect 
the buildings through direct appropriation, of course we are taking 
off of the tax rolls of the cities and counties that property, and thereby 
to that extent diminishing their tax revenues from properties located 
within their jurisdictions? 

Mr. Froere. That would be the effect of it. 

Mr. Jonas. Would you consider that that is worth considering? 

Mr. Froere. I think it is a policy matter for Congress to decide. 
ae they decided it was a good policy at the time the bill was 
passed. 

Mr. Jonas. Is not that one of the arguments that has been advanced 
in favor of the lease-purchase approach ? 

Mr. Fuiorre. Yes, I think it is. 

Mr. Jonas. That the Federal Government, if it acquires the prop- 
erty itself, is depleting the tax revenues of the cities and counties to 
that extent? 

Mr. Froere. Yes, sir. 

Mr. Jonas, So there is at least more to be considered than just the 
net cost to the Federal Government in the entire program. Would you 
say that is true? 

Mr. Frioere. Yes. Of course, I repeat that that is a policy, I think, 
for Congress to decide. 





168 


TYPE OF BIDDERS ON PURCHASE-CONTRACT FINANCING 


Mr. Yates. Mr. Floete, this morning you indicated that you had 
received bids on these lease-purchase contracts. From whom have you 
received such bids ? 

Mr. Fiorre. You mean the names of the companies? 

Mr. Yares. What is the nature of the companies from whom you 
received bids? Are they all insurance companies? 

Mr. Fiorre. Practically all. We had one bid from Tufts College 
endowment fund of some kind. They were not the low bidder but they 
did bid on Durham, N. H. 

Most of them are insurance companies. 

Mr. Yates. These are the insurance companies who ordinarily 
loan money to construct private buildings; are they not ? 

Mr. Fuoere. I suppose each one of them does. 

Mr. Yates. So that under this program the Government is really 
competing with private industry for funds for construction? Isn’t 
that true? 

Mr. Fiorre. Yes, but this is about the only source of funds that we 
have also. 

Mr. Yates. Why don’t you have direct appropriations as a method ? 

Mr. Frorre. Outside of that, I mean. Banks aren’t interested in 
this kind of an investment. 

Mr. Yares. Banks don’t ordinarily loan money on mortgages for 
the construction of housing or for industria] construction, do they ? 

Mr. Frorre. No. We can’t go to them. We can’t get any interest 
from them. 

Mr. Tuomas. The same people who make loans for this type con- 


struction are the same people who make loans for housing mortgage 
money. Private individual housing is in competition with this pro- 
gram under lease purchase. 

Mr. Fioere. They both come from the same source. 


PRESIDENT’S POLICY ON PUBLIC WORKS PROGRAMS 


Mr. Osrertac. Mr. Floete, the President has submitted a message 
to Congress on this whole subject of public works. I am not familiar 
with the details of it, but does that have a direct relationship to this 
program ? 

Mr. Fiorre. You mean the article that was in the paper this morn- 
ing? 

Mr. Osterrac. Yes. 

Mr. Fuoere. As I read it, he said he was for a continuation of the 
lease purchase and some augmentation by some other method. 

Mr. Osrerrac. You are not familiar with the program as recom- 
mended to the Congress by the President ? 

Mr. Fuorre. Not the one in the paper this morning, not in detail. 

Mr. Tuomas. He was supposed to have a press conference at 10: 30. 
Did: anybody see any of the details on it ? 

ote Forte. I have discussed with the administration various phases 
of this. 

ar. Yates. When you say “the administration,’ whom do you 
mean ? 
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= Forte. The Bureau of the Budget, people on the White House 
staff. 
Mr. Yates. Everybody goes to the Bureau of the Budget, but who 
in the White House did you talk to on this? sr 9 
Mr. Fiorre. I have talked to Mr. Persons, and some of his aids. 
I mean about the general construction program. For instance, the 
repair and improvement cost program that we discussed earlier today. 
Mr. Yates. Are they in charge of the construction program for the 
White House? 
Mr. Froere. No, but it is a matter of interest to certainly everyone. 
Mr. Yates. This was just conversation. It didn’t have anything 
to do with the making of policy ? 
Mr. Fiorre. No. 


GSA PARTICIPATION IN GENERAL POST OFFICE CONSTRUCTION PROGRAM 


Mr. Botanp. This would be a program in which this agency should 
be slightly interested. Actually you would be the agency that would 
supervise the entire program. If you are going to spend $2 billion 
to construct post offices this is where you should get it. 

Mr. Tuomas, No. This is where it ought to be, but it is not where 
it is. This is the old line construction agency of the Government. 
How old is this agency ? 

Mr. Poorman. One hondaea and thirty years. 

Mr. Tuomas. They build civilian offices and post offices. Yet we 
have this for Lease-Purchase Act which gives the Post Office Depart- 
ment the jurisdiction to build strictly post. office buildings. 

Mr. Botanp. Do they build them themselves? 

Mr. THomas. Yes. But they are not set up to. They don’t know 
oe they are walking or riding. I want that to stay on the 
record. 

I hope if the President advocates a general construction program 
for the Post Office Department that he should put it where it has 
on av the last 130 years, namely, in Public Buildings Service 
or & : 

It is the ncy set up for that purpose, the agency qualified to 
do the job. “Phe Post Office Drepasgiatie busiiietis ts dehivaritig mail, 
not constructing buildings. 

Mr. Vursetz. I have heard at the lunch hour that the President has 
probably suggested a $2 billion post-office building program. Assum- 
ing that that is true, and assuming we would adopt that as a policy, 
and start building post offices and Federal buildings, what would be 
the time lag before acquisition, planning, and construction could be 
rolling at a pretty fair speed ? 

ean, Frorte. Under the lease-purchase program, you are speaking 
of now ? 

Mr. Vursetxu. Under either one of them. 

Mr. Frorre. Well, during this calendar year we figure that from 
these lease-purchase programs we could put 48 of them under contract. 
That would be about a hundred million dollars. During calendar 
year 1959 we could put 24 more under contract. That would be about 
$320 million. 
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The balance of these 10 lease-purchase projects would come in 1960, 
or 1961. 

In addition to that, of course, L think they are talking about. repairs. 
We were discussing that here this morning. 

Mr. Yates. Did you say $300 million or $320 million ? 

Mr. Frorre: $320 million. 

Mr. YAres. Where did I get the figure 300 million? 

Mr. Tuomas. That was this morning. 

Mr. Froers. I am talking about calendar years now, not fiscal. 


ECONOMIC BENEFITS OF CONSTRUCTION, PROGRAM 


Mr. Vursett. My question is, Suppose we start on a $2 billion pro- 
gram, taking into consideration what you have already on the fire. 
Can we get enough people employed to have much effect on a depres- 
sion during the year 1958? 

Mr. Froere. No. As I just said, we have got about a hundred mil- 
lion we could put under contract this calendar year. 

Mr. Vorsett. You are going to do that whether anybody takes 
anything or not? 

Mr. Fiorrp, Provided we get the financial bids, yes. Then we are 
doing this year, this fiscal year, $65 million plus in repairs. 

Mr. Tuomas. What Congressman Vursell is apparently interested 
in is knowing your opinion as to how much will it do from an eco- 
nomic point of view, creating jobs and taking up unemployment to 
spend, say, a hundred million this year and another $220 million this 
year. 

Mr. Voursett. That is what I am driving at. 

Mr. Fiorre. I personally think that the benefits of construction are 
widespread, and very real. I think they go to a lot of different classes 
of people and suppliers, and that we would be constructing buildings 
that are needed, and that then it would be a good investment for the 
Government, It is not something you can turn the spigot to accom- 
plish, on and off, because we always have a lag in getting architectural 
plans. Perhaps if it were a rush program, that could be expedited 
by getting more of them to work at one time and. working harder. 
But there is a big backlog beyond this. We are talking here about 92 
projects. We aiready have studied 160 other cities where we think 
there should be construction in most of them. 

That is as far as we have got. We have done it on a rather limited 
scale, not knowing where we are going to go on this. 

How much of that 160 are involved ? 

Mr. McContne. About 35 are firmed up, I would say. 

Mr. Frorre. There have been 160 that have been studied to some 


degree. 
r. Poorman. I would guess we might get as much as $300 million 
out of it. oo 





LONG LEASE PROGRAM OF POST OFFICE DEPARTMENT 


Mr, Vourse.u. It is a fact, is it not, that the Post Office Department 
under the lease-purchase program is building a considerable number, 
or is contracting to rent a considerable number ? 

Mr. Froers. That is right. 
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Mr. Vurseu. I refer to post offices being built now in the smaller 
localities, in particular. 

4 Mr. Frorre. Yes. They have that long leasing authority. We 
on't. 

Mr. Vursexx. I know of four that I lave been asked to attend 
dedicatory services in the last month and a half in my district that 
I didn’t know were really in the works. 

Mr. Osrertac. You are speaking about long-term leases on a rental 
basis; is that right? 

Mr. Frorre. Yes. That is what they are. 

Mr. Voursetu. Yes. 

Mr. Froete. They have a limited number under the lease-purchase 
program. By and large, they are doing it under their 30-year leasing 
authority. Weonly have a 5-year authority. 

Mr. Vourseti. In some instances private capital itself is building 
some post offices and simply renting them to the Government ? 


Mr. Froete. That is their lease program. That is all private capital 
building the building. 


POSSIBLE EXPANSION OF GSA PROGRAM 


Mr. Vurseiu. The point I try to make out is to raise the question 
as to how much more you can do than you are doing, if we would start 
on a blockbuster program of building post offices. 

Mr. Frorre. Our best guess is for this calendar year we could do 
this hundred million on these projects that are that far along, and 
then besides that, our repair program, which covers some 4,500 post- 
office buildings that do that work on. Weare hoping to do a hundred 
million in this fiscal year. 

Mr. Osterrac. How much more could you do in addition to that? 

Mr. Fiorre. How much more could we do? “You mean this calendar 
yearornext? You can’t turnthis on today. 

Mr. Osrertac. This fiscal year, 1958. 

Mr. Poorman. We have about a hundred million of direct appro- 
priation of other agencies. We think we could get going in a crash 
program of a substantial number of smaller post offices such as were 
built in the thirties, to probably have rolling in approximately 9 
months. That takes you through this calendar year. 


AUTHORITY TO BUILD POST OFFICES WITH APPROPRIATED FUNDS 


Mr. Tuomas. Do you have anything to indicate the President will 
turn that post-office program over to Public Buildings Service? 

As the matter stands now, you are not going to build a post office ; is 
that correct? 

Mr. Poorman. I think we have the responsibility to build any 
facility for the post offices, under direct appropriations made under 
existing legislation. Isn’t that right? 

Mr. Moony. That is right, under the 1926 act. 

Mr. Poorman. If it came through normal appropriation channels 
under existing law we would have the responsibility. 

Mr. Osterrac. Aside from post offices, let’s set aside the post-office 
appropriation and look at the public buildings, and other public 
works projects that would come within your jurisdiction. If you had 
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the green light how much more could you do and how much more 
éoald you spend in this calendar year in the public works field? __ 

Mr. Poorman. About $300 million all told, including the repair 
and improvement program. 

Mr. Osrertrac. In other words, you could step it up about $200 
million over what you have already planned ? 

Mr. Poorman. $100 million under lease-purchase, $100 million un- 
der direct apeneesiatian and $100 million under R. and L., all of 
which is in the mill. 

Mr. Ostertac. How much do you do then ? 

Mr. Poorman. Not much more this calendar year. It takes 6 to 
9 months—— 

Mr. Vursewu. In other words, your only advantage would be that 
you would plan for 1959, to keep going in the 1959 budget? 

Mr. Fuorre. That is right. 

Mr. Yates. When you say 6 to 9 months from now, it is 6 to 9 
months from the time the bill is approved ? 

Mr. Froere. That is right. 

Mr. Tuomas. You have included in that $300 million figure a 
hundred million for round purposes, under this so-called lease-pur- 
chase ? 

Mr. Poorman. That is right. 

Mr. Tuomas. Next year as a part of your program you could. ex- 
pend under it about $220 million, along with your regular renovation 
and modernization program ¢ 

Mr. Poorman. Plus the direct appropriation that comes to us by 
transfers from other sources. 

Mr. Tuomas. We hope your conclusions are right. We hope you 
get started. 


Construction, Unrrep States Court or Ciarms AND Feperat OFrrice 
Buttprne, Wasutneton, D. C 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
Design, etc. (total obligations) 


Financing: 5 
Appropriation (new obligational authority) 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 





rae : $1, 000 
I ROCIO, 6 crcrnnan<pagengiepaqererandecsingentbeent 4, 000 
ES CN CO 0 bo sei dadowedn sqanenocagsoysesinnipeskesengdetoondhesanpesay 1, 195, 000 


NE. cocnsenccresregrosgubumiesedasetedsssines4cia stoked | EO ROS. 1, 200, 000 





~~ - 


Put pages 115 and 116 in the record. 
(The pages referred to follow :) 
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Construction, United States Court of Claims and Federal Ofice Building, 
Washington, D. 0. 


2008.2. 1. --- nes angen ealayiege <ancprens-erqpannepentp—erpenitetancenties 
Ghange-._---..--~.------------------------ -- -- + -- on nen $1, 200, 000 
NOD ca ne een nee nnn nnn nome ganre 1, 200, 000 


GENERAL STATEMENT 


“Drawings and specifications will be prepared for the construction of a 
building at 17th and Pennsylvania Avenue NW., having approximately 846,000 
square feet, estimated to cost $31.2 million exclusive of site, for the use of the 
United States Court of Claims and agencies of the executive branch of the 
Government. It is planned to award the design contract about August 1, 1958, 
for completion in late 1959.” [From the budget for 1959.] 

This item will provide funds for design of a building to be constructed on 
square 167 in Washington, D. C., to accommodate the United States Court of 
Claims, agencies of the Executive Office of the President, and various other 
Federal agencies. It is expected that this building will make possible the 
demolition of some of the temporary Federal buildings in the District of Co- 
lumbia. Acquisition of the site was financed under “Sites and expenses, purchase 
contract projects.” 

APPROPRIATION LANGUAGE 


“Construction, United States Court of Claims and Federal Office Building, 
Washington, D. C.: For expenses necessary for preparation of plans and specifi- 
cations for a building in Washington, D. C., for use of the United States Court 
of Claims, and agencies of the ewecutive branch of the Government, pursuant 
to the provisions of the Public Buildings Act of May 25, 1926, as amended (40 
U.S. C. 341), $1,200, 000, to remain available until expended.” 


JUSTIFICATION 


The Court of Claims is now located in an inadequate, obsolete building pro- 
viding 26,000 square feet situated on the site of the proposed building. During 
nearly 60 years in which the court has occupied this building, a converted art 
gallery, its functions, workload, and personnel have increased to the point where 
the space has become crowded, outmoded, and inadequate. On the basis of 
current requirements, there is now a space deficiency for the court of approxi- 
mately 21,000 square feet which would be provided for in the proposed building. 

Offices of the President are now located in the west wing of the White House, 
completely rebuilt in 1934; the east wing built in 1942; and since 1947 in the 
former State, War, and Navy Building erected in 1875. The offices of the 
President have never operated in structures planned, designed, and constructed 
to serve their unique function. The result is that the office facilities of the 
Chief Executive of the United States are outmoded, overcrowded, inefficient, 
and not consistent with well-coordinated management of the highest office of 
the executive branch of the Government. The proposed building will provide 
adequate facilities for these offices. 

There are still many agencies, or parts of agencies, housed in temporary frame 
buildings in downtown District of Columbia in which conditions are notoriously 
bad. The proposed building will make possible, directly or indirectly, the removal 
of some agencies from the temporary buildings which can then be demolished. 

The project contemplates demolition of the present Court of Claims building 
and other buildings on the site, and the construction of a multistoried building 
providing approximately 550,000 square feet of assignable space (846,000 sq. ft. 
gross) for occupancy by the Court of Claims, Executive Office of the President, 
other Federal agencies and parking space for approximately 300 cars. The total 
cost of the project is estimated at $35,340,000 at current prices. 

The site was acquired by declaration of taking in January 1957 at an estimated 
cost of $4,140,000 from funds made available under the appropriation “Sites and 
Expenses, Purchase Contract Projects.” The effect of a proviso enacted in Public 
Laws 85-69 is to preclude use of such funds during 1958 for design of the building. 

Because of the urgent need for the building it is proposed to award a contract 
for the design of the building about August 1, 1958, for completion in 15 months. 
The sum of $1,200,000 is required in 1959 for this purpose. 
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It is estimated that design and ‘construction of the building, including furniture, 
equipment and general expenses will cost; $31,200,000, as follows: 


Construction; including reservations and contingencies__..........~ $28, 585, 000 
Pareore and equipment= == <---s---sss-sscccccchawsccicaacacece 1,015, 000 
General expenses : 
Drawings and specifications__._._...._._--..-..~- $1, 170, 000 
I ce carat cata enen ieee SO, ase 280, 000 
I el 150, 000 
1, 600, 000 
a Nakata taste thee radi ciitaleem tree sentir enatertoe-epdi o- exeege tigate 31, 200, 000 
Amount te'be financed from subsequent: appropriations......—._._- —80, 000, 000 
(Amoant Gf this estimateiiuiid. 2 Jo usizeb_acl-2zbsut-sbisesa-Ujue 1, 200, 000 


Mr., Tuomas. This is a direct. appropriation of $1.2 million for 
plans and specifications, is it not, gentlemen, for a new Court of 
Claims Building to be located in the District of Columbia? |The design 
and construction cost is $31,200,000 for 846,000 square feet. This is 
a lot of money. It is to be located on square 167. Is that where the | 
Grange Building is holding you up? | 

Mr. Froere. Yes, sir. | 

Mr. Tuomas. Is this going to be under lease-purchase ? 

Mr. McGonrae. This is now proposed for direct appropriation. ! 

Mr. Tomas. It is not only direct appropriation for plans and spec- 
ifications, but it would be for construction, too ? | 

Mr. MoConrne. Yes, sir. 


Construction, Unrrep Sratres Misston Buruprne, New Yorx Ciry 


Program and financing 


ene 


| 1957 actual 





} 1958 estimate | 1959 estimate 
a rc te ee tel Sthiendl ial heh tlle 
Program by activities: 
1. Supervision, inspection, ete... _-. jsp asi Bs tame } 433 , $50, 000 
2. Construetion._. ‘ : , 3, 680, 000 
!$——-—-——_____- }---- -——- tenet feet eaten 
Total obligations _. actahiy- eit tia E patomaun|seyvau 27284 3, 680, 000 
Financing: 
Unobligated balance carried forward_..__- 295, 000 
Appropriation (new obligational authority) _...___.._. ; sssilom. ld | gi. Siateicss 3, 975, 000 





Object classification 








1957 actual | 1958 estimate | 1959 estimate 





CR. PEROT oe. einen tenseiee cer ih om aaa Regt de wh neta pple a hae $2, 000 








63. Transportation of things : ner i Hv 1, 000 
06 «6Printing and reproducti>n ; i iPULIZA . 5, 000 
67, Other contractual services, —..- epeess AIL sensi Ll D. sual). ee wa cha eEps ws 42, 000 
10 Landsand structures. ._.._. iiinsanenniiienantitremstaidabiieataessneeiikaliiniall aa ateiieo th 3, 630, 000 






‘Petal obligations... 2s aT UL ei DSTA 21 bh ods75t 3, 680, 000 
' 








Mr. THomas. Mr. Reporter, we will put pages 118 and 119 in the 
record. 
(The pages referred to follow :) 
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Construction, United States Mission Building, New York, N. Y. 


0 
Qhange..---------------------- --—-------------—------~------ = + +$83, 975, 000 
tihdninyeeie in tren tin en doabiaiieies ehtiintteminhathsialiechs tidy dnibesictidnislhntliliidsandhiasnartnsine-sgeaiiin 8, 975, 000 


GENERAL STATEMENT 





“This item provides for the construction of a building in New York City, to 
house the United States mission to the United Nations presently housed in leased 
space which is unsatisfactory for security reasons. The site has been acquired 
through condemnation and the design is under way, both financed under ‘Sites 
and expenses, purchase contract projects.’” (From the budget for 1959.) 


APPROPRIATION LANGUAGE 


“Construction, United States Mission Building, New York, N. Y.: Por con- 
struction of a building in New York, N. Y., for use as the headquarters of the 
United States Mission to the United Nations, pursuant to the provisions of the 
Public Buildings Act of May 25, 1926, as amended (40 U. 8. C. 341), $3,975,000, 
to remain available until expended.” 


JUSTIFICATION 


The United States mission carries on diplomatic relations with missions of the 
59. other member nations, as well as the United Nations involving frequent visits 
by ambassadors, foreign ministers, and heads of State, and is constantly receiv- 
ing and sending classified material. Staff offices of the United States mission 
are now located in a commercial office building located at 2 Park Avenue, on 3 
noncontiguous floors, one of which is shared with commercial tenants. 

Following a. strvey of the mission facilities by State Department security 
officers, it was reported that “the continued leasing of present quarters con- 
stitutes a risk to the national security more than is calculated and beyond a 
reasonable degree of safety.” ‘The representative of the United States to the 
United Nations states: “Since assuming office'as the United’ States representa- 
tive to the United Nations, I have been increasingly concerned with the inade- 
quacies of our offices here at 2 Park Avenue, with particular reference to the 
security risk involved.” .The mission, guard foree cannot control public traffic 
or the public elevators, although the public corridors and elevators must be 
used by the mission messengers in delivering highly classified papers. 

Housing for the mission offices should be controlled in its entirety by the 
United States Government, which would provide maximum security for classified 
material which directly involves our national security: 

Officers of the United States mission participate in over 1,500 individual meet- 
ings annually at the United Nations Headquarters. Accordingly, a location in 
close proximity of the United Nations, Headquarters would permit more effective 
and efficient use of the time of the mission staff members than is now possible arid 
would more expeditiously enable them to carry Out United States objectives. 

Representatives of the United States mission to the United. Nations defined 
their preferential locatiom to that area between First and ‘Second Avenues from 
42d Street to 47th Street, inclusive. .An on-site.survey disclosed. that the area 
selected does not contain any office buildings which could be obtained under 
lease. Most of the neighborhood is composed of loft-type buildings or tenements 
which would be exceedingly costly to renovate for office use. Acquisition of a 
site in this area through condemnation proceedings is now in process. 

It is proposed to construct a building to provide headquarters for the United 
States Mission to the United Nations at a total estimated cost of $5,010,000 at 
current prices. The project would entail the construction of a multistoried 
structure to provide approximately 48,800 square feet of net assignable space 
(90,918 gross square feet). The site is being acquired and architectural draw- 
ings are being prepared with funds made available under appropriation “Sites 
and expenses, purchases contract projects,” leaving $3,975,000 requested in this 
item for construction and related costs.’ 

Design of the project will be completed in fiscal 1958. The main construction 
contract will be awarded early in fiscal 1959 for completion in 20 months. 


22311—58—pt. 2——-12 
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The following is a summary of the estimated cost of the proposed project at 
current prices : 


Construction, ineluding reservations and contingencies 
General expenses : 

Drawings and specifications 

Supervision 


5, 010, 000 
Amount financed from funds under the appropriation “Sites 
and expenses, purchase contract projects,” for site and 
general expenses : 
Site 


Supervision (portion related to site and drawings) ~~~. 
Office expenses (portion related to site and drawings) — 


1, 035, 000 


Amount requested for direct appropriation 


Mr. Tuomas. This is for construction of the United States mission 
in New York. This is a direct appropriation of $3,975,000. We are 
told it is a reasonable building. The cost is only $40 a square foot; 
is that correct ? 

Mr. Froere. $39.07. 

Mr. Tuomas. The justification speaks or itself and we heard from 
Mr. Wadsworth, deputy representative at the United Nations on this 
item yesterday. 

Mr. Fioers. The plans will be ready in April, I understand. 

Mr. Tuomas. On what year? 

Mr. Fuorre. This year. 


PERSONAL PROPERTY ITEMS 
WITNESSES 


CLARENCE D. BEAN, COMMISSIONER, FEDERAL SUPPLY 

J. W. FLATLEY, ASSISTANT COMMISSIONER, PROPERTY MANAGE- 
MENT 

R. T. DALY, ASSISTANT COMMISSIONER, PURCHASE AND STORES 

L. L. LEEPER, ASSISTANT COMMISSIONER, SUPPLY MANAGEMENT 

J. B. HANSON, DIRECTOR, MOTOR VEHICLES 

L. L. DUNEKLE, DIRECTOR, NATIONAL BUYING 

C. W. GASQUE, ASSISTANT GENERAL COUNSEL 


Mr. Tuomas. Let’s take a look at “Personal property items.” 

This is a little bit confusing, gentlemen. We will have to pay a little 
careful attention. We will a page 121 in the record. 

(The page referred to follows :) 


PERSONAL PROPERTY ITEMS 


Budget for 1959 includes 3 personal property items proposed for inclusion in 
the annual appropriation bill, as follows: 


Short title Amount 
1. Operating expenses, FSS 
2. Expenses, supply distribution 
3. General supply fund (capital) 





. 
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Estimates and justifications are presented in the above sequence in material 
which follows. 


Mr. THomas. We have operating eee Federal Supply Service, 
$5,480,000, and expenses, supply distribution, $19,500,000, general sup- 
By fund, $15 million, and a total budget estimate for 1959 of 

9,980,000. 


Operatine Expenses, Feperan Surety SEkvice: 


Program and financing 

















1957 actual 1958 estimate | 1959 estimate 
Program by activities: 
1, Uttiination Ging aibeSi i Folie. 5352652 $1, 114, 192 $1, 600, 000 $1, 700, 000 
2. Supply standards............ 382, 468 401, 100 401, 100 
3. Federal catalog participation - 425, 760 530, 900 530, 900 
4. Motor-vehicle management. --._............-.---.-....- 180, 343 194, 500 194, 500 
&. Cupply comtbesting.... onccs000.. 6 5 dibs .d) iso i ikiee 753, 298 771, 000 771, 000 
6. Supply in. cckneee~deqnasbingress+tiimanniee 197, 657 331, 000 431, 000 
i, SID CI i ano eanciniannesireomeqinapin appomian 441, 953 515, 500 525, 500 
8. Administrative operations................-....-........ | 620, 191 702, 600 926, 000 
1 EDR LD | 4,115, 862 5, 046, 600 5, 480, 000 
Financing: 
Comparative transfers from (—) other accounts... -.......- —76, 591 —19, 000 |--............ 
Unobligated balance no longer available. --.....-...-----. WOR FEI hic vc ont r<tigiiip wee ein <cnee 
New obligational authority. ...................-.-.--... | 4, 180, 000 5, 027, 000 5, 480, 000 
New obligational authority: 
Appropriation: 
UN. bithanl sintiddnstbandtskhe nena ienadiabamlil | $2,884, 400 $3, 360, 000 $3, 615, 000 
TEs 5 sig ow erro sen -ncsninbtedddehesba kta 1, 295, 600 1, 600, 000 1, 865, 000 
Transferred from “Operating expenses, Public Buildings | 
Servang™ (WE Ws Ges 555-525 St eae | ees: cn eccnica Gt 
Appropriation (adjusted) _.-.............-....-......- 4, 180, 000 | 5, 027, 000 5, 480, 000 
Object classification 
| 1957 actual | 1958 estimate | 1959 estimate 
ee 
Dither illtiinantitanliditlinise i thaainicciipsicgeamategintinsljs lied dnnipaiiingiguismpaddiidlied |e erences 
Total number of eee. Pore | 538 | 558 575 
Full-time cquivelent of all other positions.._.............-....! 6 3 2 
Average number of all employees.................-..--.-.-... 462 532 546 
Number of employees at end of year............-....--- daasee 501 540 570 
Average GS grade and salary. ......-.-...-......--.-.--..-.-. 7.8 $5,873 | 8.0 $6,040 | 82 $6,190 
01 Personal services: 
Permanent positions..............--.....-..-.--.-..-. $2, 723,401 | $3,223, 900 $3, 376, 700 
Positions other than permanent............... seeiniiemteiin 32, 541 , 300 23, 900 
ET REE CE TIE cc cinccnconnstiénndnseacctmetce 25, 097 12, 600 13, 200 
Mekes NetseMAl SET VIONE. goon c nen ne cc ccucccocccuss 2, 781, 039 3, 263, 800 3, 413, 800 
OG NERA ade. sh 8s. la iis ea 117, 933 170, 000 230, 700 
03 Transportation of things......................-....--..... 5, 222 3, 800 3, 806 
04 Communication services--..............-.........---.+.--- 128, 854 132, 600 140, 900 
GS Remus aia Geaey wer vene...... 5... 228 u........,«....-- 1, 382 23, 500 25, 000 
06 Printing and reproduction... ...........-........-.......- 282, 086 330, 300 319, 500 
07 Other contractual services....-..........-.........---..... 13, 172 39, 800 46, 000 
Payment to “Administrative operations fund”’........ 620, 191 702, 600 926, 000 
Services performed by other agencies_................. 88, 216 120, 000 99, 800 
08 Supplies and materials....................-......--.-....- 35, 153 37, 400 37, 200 
08 Equipment..__.__.. covashsechitse eee badkauatnecsucabine 31, 109 11, 900 8, 900 
11 Grants, subsidies, and contributions Jay 204, 000 221, 600 
13 Refunds, awards, and indemnities.._...._.. 506 4, 500 4, 400 
1G “Ree OUNe RU ho 5, nchaducoscunesiiponena 999 2, 400 2, 400 
Ppted ein iins Std bd schic sows spestaldbilascc 862 5, 046, 600 5, 480, 000 





Put pages 123 and 124 in the record. Let’s take a look at the oper- 
ating end of it. 
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(Pages 122, 123, and 124 follow’) 


“OPERATING ExpENSsES, FSS” 
Summary reconciliation of 1959 estimate to 1958 ‘funds 


1958 appropiration in annual act (direct appropriation) __....-_~. $3, 360, 000 
1958 appropriation in annual act (from proceeds of sales) -------- 1, 600, 000 
Transferred from “Operating expenses, Public Buildings Service’’_- 67, 000 
Comparative transfer from “Salary and expenses, Office of Ad- 
Neen ee TTT ee it 19, 600 
Comparative -total - for 1068-<2—222-<-— ~-2-scsensus---25--- 5, 046, 600 


Increases in 1959: 
Expand excess personal property utilization and sales activities. $100, 000 
Complete resident agency assignments to cover 12 groups in 1959 





as compared to 6 in 1958 and expand field surveys.___--.-.- 100, 000 
Administrative operations support__.._--..------------------_ 223, 400 
Other minor increases, including penalty mail__.._.---..i..-. 10, 000 

I tin sient omeee cetacean ae eee ee 433, 400 

Total ‘estimate fér 1950. . 0 ose ctnceccsccewc esac 5, 480, 000 


Financing: 
ey Qnrece: approprmuOn.......os enn cen OS 8, 615, 000 
From proceeds of surplus personal property sales__....__-. 1, 865, 000 
Wace ks peli pbs Sn Si oleae edad lynhddiden dues bleed tbl, cocoon 5, 480, 000 


Analysis by activities 





1958 





Deductions| Additions 1959 


. Utilization and sales. ia nickel ial $1, 600, 000 |. $100, 000 $1, 700, 000 





1 

9. Supply stendards...._.-......2....2. «aidhene te 401, 100 | ___- i 401, 100 
3. Federal catalog participation ARI Ap le. 8 530, 900 |. _- . 530, 900 
4. Motor-vehicle management ___-__- a teewene = 106,900 fescwssecuss cfevesvewsse 194, 500 
5. Supply contracting_..____- sapeen > SU dela 5 771, 000 |_....- oe (siinaatibaiaial 771, 000 
6. Supply management - ___-_- : aes ee SD Eletacecan~ss 100, 000 431, 000 
7. Service direction - __ .... os WeReEEtis yp eperepwenwe 0 — — ye 10, 000 525, 500 
8. Administrative operations.___..........--.-----.---- WE OU Ledbetonsce 223, 400 926, 000 


ee eee en ee he ee 











POSS Amraritial 08 6.500365. Sc. < sata awk twkwentbieet HS 
I gan ai cnttnesenes euetaigy an ibeiadanaieesins cebaiiaieiaiealaaias tibiae Tkoamlstoiih sus sia acai +86, 600 







1958 Comparative_________ antes pases eke i oe CoE es walle s 
I 2 ne Ain cnnanccan +433, 400 
















ey ene a EE a. 6 ease sek dS aes pe i se 
1 Includes $1,865,000 to be derived from proceeds of surplus personal property sales. 





GENERAL STATEMENT 





“This appropriation provides for establishment of efficient personal property 
aa rnemens practices throughout the Federal Government.” (From the Budget 
or. 1959.) 

Activities financed from this appropriation include promulgation of policies, 
regulations, and procedures governing the procurement, distribution, utilization, 
and disposal of personal property ; establishing standards of quality, sizes, types, 
and catalog identification of items purchased; prescribing and surveillance of 
inventory levels; insuring effective use within Government of property excess 
to the needs of the owning agency; assisting agencies in the sale of surplus 
property ; improving management of motor vehicles, including establishment of 
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interagency motor pools, where feasible; providing contracts which make avail- 
able to all agencies lower prices resulting from volume purchases, and related 
operations. 

The estimate for 1959 requests $5,480,000, of which $1,865,000 for financing 
utilization and disposal activities is to be derived from proceeds of sales as in 
1958, and $3,615,000 by direct appropriation. This is an increase of $433,400 
over the comparative amount of $5,046,600 available for 1958. 

Of the increase $100,000 is to effect greater use by Federal agencies of excess 
property, $99,300 is to complete resident agency supply assignments, and $10,700 
is for other minor adjustments. The remaining $223,400 partially corrects un- 
balanced financing of staff support disclosed by cost distribution reports for 1957. 

Because of the critical importance of being provided with an adequate travel 
limitation for carrying out widespread surplus property selling activities, it is 
proposed to establish in the language a separate limitation for travel financed, 
like other selling costs, out of proceeds of sales. This will facilitate consideration 
by the Congress of travel essential for meeting the workload of program 
activities planned for 1959. 

Operations during 1957 were highlighted by increased emphasis on improving 
the cash returns from sales of surplus personal property. Operations begun 
early in the year to improve selling practices at a few installations were pro- 
gressively extended to other locations. Results from the first year’s activities 
demonstrate that furnishing expert technical assistance has increased cash 
return on sales by about $3 million, as compared to performance costs of $0.5 
million. Operations during 1958 are programed for the full year at the selling 
sites served part year in 1957. Also programed is a center for conducting sales 
of civilian agencies’ surplus in the Washington, D. C. area. The estimate for 
1959 proposes continuation of these sales assistance activities at the 1958 level. 

Measurable economies resulting from activities under this head amounted to 
$133.5 million in 1957 and are expected to reach $167.7 million in 1958. Pro- 
grams proposed for 1959 contemplate increasing economies to $186.7 million, 
principally as the result of improved excess property utilization. 

As in preceding years activities incident to operations of the general supply 
fund are provided for in a separate appropriation, “Expenses, supply distri- 
bution.” 


APPROPRIATION LANGUAGE 


“Operating expenses, Federal Supply Service: For necessary expenses of 
personal property management and related activities as [provided] authorized 
by law and not otherwise provided for; including not to exceed $300 for the 
purchase of newspapers and periodicals; and not to exceed [$170,000] $85,700 
for exnenses of travel: [$3.860,000] $3,615,000: Provided, That not to exceed 
$1,600,000] $1,865,000 of any funds received during the current or preceding 
fiscal vears for deposit under section 204 (a) of the Federal Property and Admin- 
istrative Services Act of 1949, as amended, and not otherwise disposed of by 
law, shall be deposited to the credit of this appropriation and shall be available 
for necessary expenses in carrying out the functions of the General Services 
Administration under the said Act, with respect to the utilization and disposal 
of excess and surplus personal property, including not to exceed $145,000 for 


expenses of travel.” 
Explanation of proposed changes in appropriation language 


The additions proposed before the first semicolon merely clarify the content 
and applicability of the appropriation and remove possible confusion with the 
item “Expenses, supply distribution.” 

A separate limitation on travel incident to surplus property sales activities 
is proposed to emphasize the need for sufficient travel by sales specialists in 
covering over 100 selling installations. Like other utilization and sales activi- 
ties this segment of travel will be financed from proceeds of sales. 


Mr. Fuorre. Here is the merchant. prince. Mr. Thomas. 

Mr. Troomas. Gentlemen, Mr. Bean is one of the top merchants of 
the countrv. We are delighted to have him before us. 

“Onerating expense, Federal supply service” is misleading to me. 
T don’t know whether vou can get any better name for it or not. It is 
made up of five activities: Utilization and sales, $1.7 million, supply 
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standards, $401,100, Federal catalog participation, $530,900, and mo- 
tor vehicle management, $194,500—you have 3 or 4 operating activi- 
ties and 3 or 4 managerial activities. 

Your title reads: 

This appropriation provides for establishment of efficient personal property 
management practices throughout the Federal Government. 

You have 2 or 3 activity projects in here. Then you have 2 or 3 
managerial activities all commingled under one sum. I don’t know 
what you can do about it. 

I have a note here. This is supposed in one sense of the word to be 
activities financed from this appropriation. 

Listen to this, gentlemen : 

Activities financed from this appropriation include promulgation of policies, 
regulations, and procedures governing the procurement, distribution, utilization, 
and disposal of personal property; establishing standards of quality, sizes, types, 
and catalog identification of items purchased * * *. 

It has 2 or 3 activities in there, and then there is another item for 
operating your 10 or 12 stores. 

I have made a little computation. Management cost figures out 
about 17 percent of these activities, and then as well as I remember 
under your expenses, supply distribution, which is your stores activi- 
ties, you have an item of $3,750,000 for your store activities manage- 
ment. 

Am T right there? 

Mr. Mepiey. On page 172, for expenses, supply distribution, $3,825,- 
000 is shown for administrative operations. These are financial, ad- 
ministrative, legal and so forth services to support the program and do 
not provide for its management. 

Mr. Tuomas. I missed it. It is $3,825,000 rather than $3.7 million. 
You have a managerial cost in your supply system, and over here you 
have got 17 percent under this heading “Operating expense.” You 
have three items. 


DISPOSAL OF SURPLUS PERSONAL PROPERTY 


Operations during 1957 were highlighted by inereased emphasis on improving 
the cash returns from sales of surplus personal property. 

Mr. Bean, I have written here “Tell us more, please. It sounds 
good so far.” 


Operations begun early in the year to improve selling practices at a few 
installations were progressively extended to other installations. 


TECHNICAL ASSISTANCE TO THE MILITARY IN SALE OF SURPLUSES 


Mr. Bran. The sales teams work in the field at the various instal- 
lations and do the work which is necessary. 

Mr. Tuomas (reading) : 

Results from the first year’s activities demonstrate that furnishing expert 
technical assistance has increased cash return on sales by about $3 million, 
as compared to performance costs of $0.5 million. 

Is that correct ? 

Mr. Bran. That is correct. 
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Mr. Tuomas. Somebody told us 2 or 3 years ago if we would let 
you take this over you would increase those returns from what to 
what, Mr. Medley? 

Mr. Meptey. From about 7 to 14 percent. 

Mr. Tomas. Have we done that? 

Mr. Mepixy. No, sir; but we have made some progress. 

Mr. Tuomas. Tell us about it, Mr. Bean. 

Mr. Bzan. The fact of the matter is that a great deal of these 
sales are airplanes—airplane parts and electronics—which are obsolete. 
The market for them is not too good at best, but by making use of 
specialists in this area—— 

Mr. Tuomas. That is what I kept wondering about. There is 
nothing mentioned but the Air Force. What is the matter with the 
Army and Navy? 

Mr. Bean. So far we haven’t had much opportunity to get into 
their installations. 

Mr. Tuomas. This program has been in existence for 2 or 3 years. 

Mr. Bean. They began in 1957. The amount of work we can do 
has so far been taken up by the Air Force, but there has been a token 
ainount in the other two military services. 

Mr. THomas. You are wise merchants. You know what you are 
doing. We are not fussing at you. Whatever you do we are going 
to echo, and sort of pom you a little to get you to do some more. 

Mr. Bran. Actually we are playing around the fringes in this sales 
area. Weare not doing a big sales job. It is a tremendous field. 

Mr. THomas. We can’t keep you down here forever. When are you 
going to — these boys and make them get out there and get in the 
Army and Navy ? 

You haven’t touched it yet. 

Mr. Bran. I know we haven’t touched it. That is for sure. 

It is going to take an entirely different kind of organization than 
we have. It is much bigger than we can handle with our present or- 
ganization. I think this thing in itself is as big as the whole Federal 
Supply Service. 

t will take a new kind of organization. It is going to take a type 
of financing that will be very flexible, depending on the amount of 
goods to be sold and the amount of receipts that come in. It will take 
more people. It is going to be an entirely different job because this 
thing is tremendous 1n size. 

Mr. Tuomas. How much can you save the taxpayers a year if you 
were to get this thing going like it ought to go? 

How much can you salvage out of this? - 

Mr. Bran. We can do twice as much good as is being done. That 
is easy, if we can go into it. 

Mr. THomas. What were your sales last year ? 

Mr. Bran. We only participated directly in sales of $77 million. 

Mr. Osrertac. For GSA ? 

Mr. Bean. Direct participation by GSA in sales conducted by own- 
ing agencies. ’ 

Mr. Chairman, that is a drop in the bucket and means little in com- 
parison tothe size of the whole program. 

Mr. Tuomas. That runs into money, but look at all the small com- 
missary articles for the Army and Navy. 
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My guess is that you and Mr. Floete would certainly make a good 
team. He has a lot of vision and imagination, too. What is holding 
up your program? You know what ought to be done now. 

Mr. Brean. Yes. We know probably what ought to be done. One 
thing that we are convinced of is that we can'do within our own area a 
much bigger job in utilization.: ‘We feel that is probably the place 
where we should put our biggest effort. 
wr Yates. Have you asked for enough money in this appropria- 
tion ? 

Mr. Bran. We probably haven’t.. I think this thing should be on 
a flexible basis based on the amount of volume. The amount we are 
talking about here is based on an estimate given to us by the Depart- 
ment of Defense for the coming year and given to us some time ago. 
The way they are talking at the present time, they are going to declare 
a tremendous amount of excess property. 

Mr. Tuomas. The Department of Defense—does that include the 
Army, Navy and Air Force? 

Mr. Bran. I was talking to Mr. McGuire about their whole opera- 
tion. 

Mr. THomas. Where are your disposal centers? Suppose a man 
lives in Sedalia, Mo., or some place in Missouri and he wants to get 
a little of this surplus material. Where should he go? 

Mr. Bran. We do this thing at the Army and Air Force bases. 

Mr. Osterrac. Is it cataloged? 

Mr. Bran. Yes. It is cataloged and sent out to buyers. The phys- 
ical handling of billions of dollars worth of property would be a 
tremendous job. 

Mr. Tuomas. Crating and shipping would eat you up. 


DONATIONS OF SURPLUS PROPERTY 


Mr. Jonas. You ought to add to your figures what was given away. 
What does that amount to? 

Mr. Bran. During 1957 we donated over $200 million for eligible 
educational, public health, or civilian defense purposes. 

Mr. Jonas. In the donable property program HEW gets the first 
choice don’t they ? 

Mr. Yates. Who pays for packaging and transportation on the 
donable items ? 

Mr. Bean. The States. 

Mr. Jonas. Don’t they pick and choose and take the most acceptable 
items? 

Mr. Bran. Yes. After we have gone through the regular Govern- 
ment agencies and they have taken what they can use, then HE W 
is our next point of contact through their State organizations, 


PROCEDURE FOR HANDLING EXCESS MILITARY PROPERTY 


Mr. Tomas. Detail in chronological order what you do. 

Mr. Bean. First, there is declaration of excess by the owning agency, 
generally DOD because that department generates about 90 percent 
of it. It does include civilian agencies as well: In the case of DOD 
it is screened within the Department of Defense by an organization, 
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MRD, set up in the Navy. All the items are reported there. Then 
they tell the other organizations within the Department of Defense 
that they have this excess. Then what they don’t use—— 

Mr. Tomas. The property is never taken out of those warehouses, 
though, is it? 

Mr. Bran. I doubt if there is very much of it. 

Then after they have screened it internally, it is reported to us 
as excess. We have 90 days within which ‘to effect utilization trans- 
fers to other Government agencies, if they have any need for the items. 

Mr. Tuomas. What do you do in the meantime, circularize the other 
Government agencies? 

Mr. Bean. Yes. Then the residue becomes surplus and is either 
authorized for donation or released for sale. 
Mr. Tuomas. The intermediate step is what? 


PROPERTY DONATED THROUGH HEW 


Mr. Bean. HEW, after the regular Federal agencies have filled 
their needs. 

Mr. Jonas. That is for the donable program ? 

Mr. THomas. What part does HEW get now? 

Mr. Bean. It was over $200 million in 1957. 

Mr. Tuomas. Doesn’t the statute set out the limitations of what 
type goods —— get ? 

Mr. Bran. Yes. 

Mr.’THomas. What type do they get? 

Mr. Bean. Health, Sica tiene and civil-defense items. 

Mr. OsrertaG. Mostly welfare? 

Mr. Bean. No; for schools, hospitals, and civil defense. 

Mr. Tuomas. It looks to me as if under the definition the sky is the 
limit. 

Mr. Bran. They could obtain anything needed. 

Mr. Tuomas. Anything they can use is good for them. That is all 
for free? 

Mr. Bean. Yes, sir, except they pay certain handling charges. 

Mr. Jones. As a matter of fact, some people in my State said if it 
hadn’t been for this program our educational program would have 
been in bad shape for the last few years. 

Mr. Bran. Then at the same time there is the Federal Civil De- 
fense Administration with their needs for disaster purposes, and 
ICA for overseas. 

Mr. Tuomas. What is the nature of the merchandise you get that 
schools can use best ? 

Mr. Bran. Various apparel items and scientific instruments are ex- 
amples. 

Mr. Tuomas. All from the Air Force? 

Mr. Bran. Most of it is from the military services. 

Mr. Tuomas. What do you mean “apparel items”? 

Mr. Bran. They have need in some of the institutions for items 
of clothing that are surplus. 

Mr. Vurseri. Doesn’t the State superintendent of public instruc- 
tion get anything for any department of the State? He is the State 
agent, is he not? 
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Mr. Bran. There is an organization within each State to handie 
distribution for health, education, and civil-defense activities. 

y Tuomas. It goes through the central office of State education 
ard. 

Mr. Jonas. They get furniture, beds. 

Mr. Bran. Yes. 

Mr. Tuomas. What are some of the items you give them? 

Mr. Bean. They get obsolete airplanes to do work on, they get 
obsolete trucks that are not running any more, together with parts. 
They take them apart and put them together. They get metals of 
different kinds, scientific instruments of different kinds—quite a wide 
variety of goods. 

Mr. Tuomas. Will you put a list of some of those pieces of mer- 
chandise in the record ? 

Mr. Bean. Yes, sir. 

(The material requested follows :) 


REPRESENTATIVE CoMMoDITY CLASSES or SurRPrUS DONATIONS 


Fire-fighting equipment Office machines 

Motor vehicles Musical instruments 

Aircraft Office supplies 

Textiles (cloth) Alarm and signal systems 

Blectrical and electronic equipment Construction and building materials 
components (radio transmitters) Hardware and abrasives 

Furniture Pumps and compressors 

Engines (diesel) Hand tools 

Valves Measuring tools 

Metal bars, sheets, and shapes Metal working machinery 

Clothing 


UvriizaTION AND SaiEs 


Mr. THomas. Now we will go into the details of your utilization 
and sales activity. Mr. Reporter, put pages 125, 126, and 127 in the 
record at this point. 

1. Utilization and sales 


Average employment 


Depart- | Field Total 
t 


205.7 
+6.2 


211.9 


HIGHLIGHT 


“Excess usable personal property is reported to GSA for screening against needs 
of other agencies to achieve maximum utilization by transfers and obviate new 
purchases. The residue, together with surpluses not screened by GSA, is either 
donated for educational, public health, or civilian defense purposes or released for 
public sale. Utilization transfers of $95 million in 1956 and $83.2 million in 1957, 
are expected to increase to $109 million in 1958, and $122 million in 1959. Assist- 
ance furnished the Air Force in the sales of $286.4 million of surplus in 1957, to 
increase sales returns is expected to increase to $460 million in 1958, and $495 
million in 1959. Expense of these operations is provided from proceeds of sales 
of surplus personal property.” (From The Budget for 1959.) 

Forecast made by Department of Defense in June 1957 anticipates a 25- to 30- 
percent increase in its volume of reportable excess in 1958, as compared to 1957, 
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‘and continuation at substantially the 1958 level in 1959. The effect of this in- 
creased workload is to spread screening activities too thin. Thus, while utilization 
transfers on the increased volume will increase from $83.2 million in 1957 to $109 
million in 1958, the ratio of utilization to total actions performed will decrease 
from 15.5 to 12.6 percent. The estimate for 1959 is based on progressively in- 
creasing the ratio to 18.7 pereent by effecting utilization transfers of $122 million. | 

During 1957, GSA sales specialists participated in 94 sales involving $77 million if 
of surplus aircraft parts and miscellaneous equipment. The selling agencies ob- 
tained a return of $6,123,000 or approximately 8 percent. This represents approxi- 
mately twice the amount that could have been expected from prior experience 
on this class of property. 


Summary of performance cost 


1957 1958 









(a) Utilization program.__._........._. detent acs= cues disthe. $629, 137 $787, 400 $878, 100 








OR Sa a ie TORS 485, 055 735,900 738, 500 
Portommaanes eesti. 065 2osuu.8i 2) eee a 1, 114, 192 | Ls 523, 300 1, 616, 600 
NNR 6 inks. 255. Bish . 6c eee ets. --23-46 5~. ase. nee +76, +83. 


























JUSTIFICATION 





(@) Utilization program.—Excess property offering the greatest possibility of 
further use in the Government is reported by all executive agencies to 10 GSA 
regional offices which arrange utilization transfers by personal contacts, circular- 
ization, and careful reviews of proposed new procurement. The excess is held 
by the agencies for a maximum of 90 days for GSA screening; however, the 
holding agencies are authorized to dispose of a large portion in less than 45 days. 
During the screening period systematic nationwide circularization is often nec- 
essary where common-use items of high dollar value are available for utilization. 


Workload 


[In dollars of acquisition cost] 








1957 1958 1959 





} 
On hand begirining of year__......-_-. iignen<cihe th enlace | $78, 600, 000 $103, 900, 000 $140, 000, 000 
Declared during year. ___......-- ebddd so.ccdbn dee | 563,700, 000 | 900, 000, 000 | 888, 000, 000 


— 











je 
Total to be performed__.._.........-......--..-..- 642,300,000 | 1,/003,900,000 | 1, 028,000, 000 


Actions performed: Pre 
Utitisation tremeferee. i225 ou) 3 SiLs Ladi ei 83, 200, 000 109, 000, 000 | 122, 000, 000 
Determined surplus... .................-..-.-..--] 455, 200, 000 754, 900, 000 | 769, 000, 000 


Total actions performed__._...........-- 





Utilization achieved as pereentage of total actions per- | 
formed (percent) ...............-- 








The most important objective of the utilization program is to minimize Govern- 
ment expenditures for new property by using available excess. Utilization trans- 
fers are the principal product and are used as the measure of performance in 
this estimate. 







i | 
1957 1958 1959 

























Sab Ey $5 Ciao Ls Pea. 
Utilization transfers (in acquisition cost) ..-..-.....--.-.-.---- $83, 200, 000 | $109, 000,000 | $122, 000, 000 
Unit cost (percent of transfers) ..........-......-.--------- ase] 0.76 of 1 | 0.72 of 1 0.72 of 1 
RORDIIUAIID COIR ow wir nga = aceon chan ckanennnneer aan ane | $629, 137 | $787, 400 $878, 100 
Retirement... .........---2.---------------22020- 2-2 -2en n+ -eenna]-----2---3 << 2s] +40, 900 +46, 100 














TAGE CONN ii sncca'd cs ccabbeaciaaidame bien Sag 828, 300 924, 200 
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As compared to increased performance costs of $90,700 over 1958, the 1959 
program is expected to increase utilization transfers by $13 million. 

Work under this subactivity also includes development, issuance, and adminis- 
tration of regulations for all agencies which govern the reporting and utilization 
of excess including use and replacement standards. 

(b) Sales program.—The purpose of this program is to increase materially 
the net proceeds from the sale of surplus personal property, which averages, 
overall, less than 8 percent of acquisition cost, in accordance with recommenda- 
tions of the Hoover Commission and several congressional committees. Com- 
mercially experienced marketing, merchandising, and commodity specialists are 
employed to improve sales methods and techniques in connection with the sale 
of large quantities and wide varieties of surplus property. 

Provision is made in the estimate for continuation of the program of spe- 
cialized sales services to the Air Force and on a limited basis to other military 
components. These services consist of use of GSA technical specialists to work 
at headquarters in planning large scale phase-outs of surplus property, primarily 
aircraft, parts, and components, and use of GSA sales specialists to work with 
personnel at more than 100 airbases and other camps and stations to improve 
sales techniques. Also included in the estimate is provision for continuing a sales 
center established in the Washington, D. C., area during 1958 to conduct sales 
of surplus personal property generated by civilian agencies. 

The value of sales shown below represents the volume of work on which 
specialized sales services are rendered : 


1957 1958 1959 


Sales (acquisition cost)_.............-._.._.........--.-.....-.] $286, 400,000 | $460, 000, 000 $495, 000, 000 
Unit cost (percent of sales) 0.17 of 1 0.16 of 1 0.15 of 1 


Performance cost Wad : $485, 055° $735, 900 $738, 500 
Pash tte siecle social ~ 6h heromenectis le. O1—bee ce sh +35, 800 +37, 300 


Total estimate.........._......---_--__- Bee NE ES, SME i) 771, 700 | 775, 800 
| ! 


During 1957 GSA furnished assistance to the Air Force in connection with 
sales of $286.4 million. GSA specialists participated directly in 94 sales amount- 
ing to $77 million and furnished technical advice in lotting, advertising, market- 
ing, and the development of instructions for all Air Force activities for the sale 
of $209.4 million of surplus aeronautic and electronic inventories. The in- 
structions furnished complete data on commercial descriptions, applicability of 
inventories to end equipment, and other data to swing buyer response from scrap 
dealers to commercial buyers. 

The program for 1958 provides for full year operations at locations served for 
only part-year during 1957, and for develonmental work at new locations. Oper- 
ations during 1959 are programed at substantially the 1958 level. 

Documented results from the 94 sales participated in during 1957 demonstrate 
effectiveness of the program. Sales returns of $6.1 million were $3 million 
greater than those produced under prior sales methods. Increased returns for 
1958 and 1959 are estimated at $6 million and $8 million, respectively. 


Special financing for this activity 


The Independent Offices Appropriation Act, 1958, provided that “not to exceed 
$1,600,000 of any funds received during the current or preceding fiscal year for 
deposit under section 204 (a) of the Federal Property and Administrative Serv- 
ices Act of 1949, as amended, and not otherwise disposed of by law, shall be 
deposited to the credit of this appropriation and shall be available for necessary 
expenses in carrying out the functions of the General Services Administration 
under the said Act, with respect to the utilization and disposal of excess and 
surplus personal property.” 

It is proposed that the same method of financing be followed for 1959 as for 
1957 and 1958. In order to emphasize the essentiality of adequate funds for 
travel, a separate limitation for that purpose is proposed for 1959. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing, $1,282,700—A total of 6 additional positions is 
requested in 1959 over 1958, including 4 to increase emphasis on utilization and 2 
for sales assistance. Distribution of positions and average employment follows: 





1957 1958 | 1959 


Depart-| Field | Total |Depart-| Field | Total |Depart-| Field | Total 


























ment ment ment 
Utilization program__.____ 16| 97 113 16 107 123 17 110 127 
Sales program. --.--_--- 14 62 76 20 76 96 21 77 98 





Total positions. __- 30 159 189 36 183 219 38 187 225 
Total average employment_ 23.2 | 130.1 153. 3 33.6 | 172.1 | 205.7 36.8 | 175.1 211.9 

















Mr. THomas. What part of the $1.6 million did you spend in 1957 ¢ 


EMPLOYMENT 


What was your employment under that item of $1.6 million ? 

Mr. Bean. In 1957 we had 189 positions. This year we have 219. 
We have a little higher budget in 1959. We will spend that, too. 

Mr. Tuomas. You used the figure 189. It is set out here as 175. 

Mr. Bran. That is average employment for the field only in 1958. 
In 1959 we hace asked for 225 positions. That is carrying on at about 
the present level. 

Mr. Tuomas, That is $100,000 increase ? 

Mr. Bean. That s right. That is to be in the utilization program 
primarily. 

Mr. Tuomas. I wish you would put that in there so we can under- 
stand it. 


Just say this is surplus property we get from the armed services. 


UTILIZATION OF EXCESS PROPERTY 


Excess usable personal property is reported to GSA for screening against needs 
of other agencies to achieve maximum utilization by transfer and obviate new 
purchases. The residue, together with surpluses not screened by GSA is either 
donated for educational, public health, or civilian defense purposes or released 
for public sale. Utilization transfers of $95 million in 1956 and $83.2 million in 
1957, are expected to increase to $109 million in 1958, and $122 million in 1959. 

That is what you sold, is that right ? 


Mr. Bean. No. That is the value of excess property utilized by 
Federal agencies. 

Mr. Tromas. Is that what you gave away? What do you mean by 
“utilization” ? 

Mr. Bean. Property excess to the need of the owning agency which 
was transferred for further use within Government. This is the ac- 
tivity which reduces new procurements by placing excess into use. 

Mr. THomas. How much did you give to educational and other 
eleemosynary institutions, and how much did you sell? 


Assistance furnished the Air Force in the sales of $286.4 million of surplus in 
1957, to increase sales returns is expected to increase to $460 million in 1958 * * *. 
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TOTAL UTILIZATION AND SALBS ACTIONS 


Is this what you sold? You have three categories. I am trying to 
break them down. What do other governmental agencies get, chat 
do you give away to the schools and States and how much do you sell 
for cash ? 

Mr. Bran. That is what we sold. 

Mr. Tuomas. Can you give us those figures? 

Mr. Bran. Our utilization was—— 

Mr, Tuomas. Mr. Medley, can you save Mr. Bean time? Can you 
put them in the record ? 

Mr. Mepiry. Yes, sir. 

(The material requested follows:) 


Volume of excess and surplus actions 


[In millions at acquisition cost} 


1957S | 1958 1959 
| 


Utilization transfers _ $83. 2 $109. 0 $122. 0 
PO Rigi ae a lh ES EE pie e2 ee debts 212.8 280. 0 290.0 
Released for other disposal (primarily sales) " 242; 4 474.9 479.0 


538, 4 863. 9 891.0 


Mr. Tuomas. Let me see if this is right: Utilization for 1958, 
$109 million. You expect to do $122 million next year. 

Mr. Bean. That is correct, sir. 

Mr. Txomas. How much did you give away to the schools and 
others ? 

Mr. Bean. That we supply for the record. 

Mr. Tuomas. You did say in addition to that the armed services 
sold $460 million, is that right? 

Mr. Bean. That is what GSA will participate in during 1958. 
Overall sales will be about $1.5 billion. We participated in a good 
deal of that. We participated by giving them instruction, by giving 
them methods for preparing cataloges and deseriptions of goods, 
though not necessarily having all of the sales activity. 

Mr. Ostertac. Where does that money go? 

Mr. Bran. That goes back into the Treasury from the armed serv- 
ices. 

Mr. Jonas. They are selling too? You don’t sell all surplus prop- 
erty ? 

Mr. Bean. We just scratch the surface. 


SALES ASSISTANCE PROGRAMS 


Mr. Tuomas (reading) : 


Expense of these operations is provided from proceeds of sales of surplus 
personal property. 

This is the teaching business. Isn’t that accurate? 

Mr. Bran. That is part of it. We prepared a manual on elec- 
tronics, for example, that tells them how to take these obsolete elec- 
tronics and break them down into component parts to better describe 
them and get better sales returns for them. 
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Mr. Yates. Do you have any idea how much surplus the armed 
services have ? 

Mr. Bran. Iam afraid not. 

Mr. Frorrs. May we go off the record ? 

Mr. Yares. All right. 

(Off the record.) 


SURPLUS PERSONAL PROPERTY DONATED TO STATES 


Mr. Tuomas. Let’s put this in the record, This is a list by States 
of property given to the States, and the total of this is for fiscal 1957 
or 1958 ¢ 

Mr. Bran. 1957. That is the last report. I point out that it reflects 
gross allocations of surplus property which were later subject to 
approval by GSA based on availability of the property. 

Mr. Tuomas. It is about $235 million. Put this in the record. 

(The information follows :) 


Report of allocations of personal property—Fiscal year 1957—Eztracted from 
Department of Health, Education, and Welfare reports to Congress 


Personal property Personal property 
New Hampshire._.______ $831, 630 
4,111, 132 
Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 


Kentucky 
Louisiana 


Maryland 
Massachusetts 
Michigan 
Minnesota 


461, 452 
Mr. Yares. Would you put in the record also a list of what kind of 
items they are? 
Mr. Brean. The chairman asked us to supply that information a few 
moments ago and you will find it in the record at that point, 


RESPONSIBILITY FOR HANDLING EXCESS AND SURPLUS PROPERTY 


Mr. Tuomas. Somebody raised the question, “Is this the General 
Services responsibility, or is it the armed services responsibility?” 
Let’s ask the General Counsel whose responsibility is it. 
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Asa matter of fact, it is the armed services, and by agreement you 
folks took it over last year by delegation, didn’t you, or did we give 
you any authority in the appropriation bill ? 

Mr. Froere. Originally it was GSA. It was delegated, the whole 
works, a long time ago, to the Defense Department, and it is still there, 
except in this small way that we are getting into it now, in trying to 
assist them. 

Mr. Tuomas. Who delegated it from General Services? 

Mr. Frorre. GSA delegated it to the Defense Department. 

Mr. Meprxy. At the time GSA was created. 

Mr. Tuomas. So it is your primary responsibility ? 

Mr. Meptey. Yes, sir. 

Mr. Fiorrs. Subject to that delegation. 

Mr. Tromas. You can’t delegate your authority that Congress puts 
on you. That is your responsibility. 

Mr. Froere. It is provided in the law that we can delegate. 

Mr. Yates. It is your responsibility ? 

Mr, Frorre. Yes; but also that we may delegate it. That was dele- 
gated. Real property is just the opposite. 

. a. Ostertac. Then you did officially delegate it to the armed serv- 
ices ? 

Mr. Mepury. Yes, by the first Administrator of GSA. 

Mr, Ostertac. That was a written delegation ? 

Mr. Frorre. Yes; a written delegation. It has not been changed. 

Mr. Ostertac. What you are doing now is a part of something you 
delegate to somebody else ; is that correct ? 

Mr. Frorre. Yes. It is an effort to be of assistance. Still they 
have the primary responsibility. 

Mr. Tuomas. What is being done about it? Mr. Bean was very 
frank. He said he had hardly scratched the surface. 


UTILIZATION ACTIONS PERFORMED 


“Total actions performed”—I presume by $863,900,000 for 1958, you 
mean that was given away, selling, or transferring to some other 
agency—almost $900 million worth of this property last year. That 
is your own table at the top of page 126. 

The picture is not as dark as it looks, then, if you disposed of 
$863 million this year, and next year you plan to increase that to $891 
million. 

The purpose of this program is to increase materially the net proceeds from 
the sale of surplus property which averaged overall less than 8 percent of 
acquisition. 

When we went into this a couple of years ago who was it guaran- 
teed us that they would get that up to 14 percent the first 8 months? 
Does anybody remember that ? 

Mr. Meptry. Mr. John Thomas? 

Mr. Tuomas. Where is Mr. Thomas? 

Mr. Mepiey. Overseas with another agency. 

Mr. Tomas (reading) : 


In accordance with the recommendation of the Hoover Commission and several 
congressional committees, 


et cetera. 
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GREATER COVERAGE OF THE MILITARY SURPLUS PROPERTY 


Why the Air Force only ¢ 
next year? 

Mr. Bean. We are doing some work for them. We could do more. 
If we did do more with our present funds we would have to do less 
for the Air Force. That is the size of it. 

Mr. Tuomas. I remember talking to you and Mr. Floete a couple 
years ago. At that time you were toying with the idea of setting up 
1 or 2 locations each day. It might be an Army camp or a Navy base. 
You. were generally going to let it be known that if there was any 
personal property of the Government for sale you had to go to this 
place and there it was. You would bé able to see for yourself when 
the sale would take place. Of course, there you run into the obstacle 
of packaging, transferring, and so on, but. if you run it through a 
central camp is that not a good idea? 

Mr. Bean. We do it in some places—Brookley and Kelly Fields. 
Sales take place there about every 3 weeks, tremendous quantities of 
goods. I was out there not too long ago and saw piles of at least $1 
million of obsolete airplane parts. 

Mr. Tuomas. There is not 1 person out of 100 interested in an air- 
plane or its parts. They might be interested in a truck, a jeep, an ax, 
and * telling what else, but the last thing they are interested in is an 
airplane. 

Mr. Bran. On civilian agencies we are starting a plan of collecting 
things together within a certain locality. We have one out at the edge 
of the District of Columbia in an old lumberyard, where we are check- 
ing in things and hope to have a sale about once a month. That in- 
cludes the civilian agencies of the district of Washington and also 
some of the military district around us. 

Mr. Tuomas, Why is it not feasible, and you will not have to pack- 
age, crate, and ship, to have something like this: Here we have the 
State of Missouri. I assume there are no naval installations there. 

Mr. Osrertac. That is right. 

Mr. THomas. You have the Air Force and Army. Why not have 
sales there and circularize throughout the country and State that on 
certain days there would be sales there? 

eae on the coast where you have naval installations, have the sales 
there. 

If a man lives 300 miles from one of those installations he is not quite 
in-as favorable a position as a man who lives 30 miles. 

Mr. Bean. That is what we are doing. 

Mr. Osrertac. Isn’t it necessary to modernize your distribution sys- 
tem to make this work properly ¢ 

Mr. Bean. The thing that takes time and the reason we don’t have 
one on a regular basis is that they do not generate it regularly. They 
have to accumulate enough before we have a sale. 

Mr. Tuomas. You = you cannot make the armed services turn it 
loose and declare it surplus. Is that right? 

Mr. Bran. It comes out in chunks and not regularly. You have 
to act on it at that location. You have the problem of breaking 
it in small enough quantities so an ordinary man can buy it. Then 





Can’t you get into the Army and Navy 


22311—58—pt. 2 13 
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you have to get descriptions of the thing so people can understand 
it. 


We are developing the names of people from all over the United 
States who are in the business of buying these kinds of goods or who 
can use them. 

We have the name of every electronic buyer in the United States, 
We have the names of every airplane buyer in the United States who 
buys them in any quantity. 

Mr. THomas. The man who lives in X city who wants to buy some- 
thing resents the idea he has to go buy it from a merchant who bought 
it from you and pay three times what the merchant Be you for it. 

Mr. Bran. Within the local area it is pretty well distributed. We 
take a wide area around a base and distribute by mail and circular 
to everybody on the boxholders list. 

Mr. ‘TxHomas. Can we talk you into going into the Army and Navy 
next year and stepping up your efforts here? We will increase your 
limitation for expense money. 

Mr. Ostrertac. You spoke of the fact that this entire proposition 
was bigger than you are. Did you mean General Services? Do you 
mean that this general function should be set aside outside of General 
Services? 

Mr. Bran. No, sir. It is big enough to be a complete service by 
itself, however. 

Mr. Osrertac. What would that mean ? 

Mr. Bran. It would mean then you have to organize it separately 
the same as we have on other services in GSA. You have to set up 
a Sales service. 

Mr. Osterrac. Do you mean within the General Services Adminis- 
tration ? 

Mr. Bean. Yes, a separate service within GSA. 

Mr. Ostertag. In what way would that improve or change the 
picture ? 

Mr. Bean. Simply that you would develop an organization whose 
prime business would be just to do this work. 

Mr, Ostertac. Is that not your business now ? 

Mr. Bean. That is only one of my businesses. 

Mr. Osrerrac. You have no organization—— 

Mr. Bean. We do have an organization. 

Mr. Tuomas. He has 175 employees in it. 

Mr. Osrertrac. Doing just this? 

Mr. Bran. Yes, and handling excess property transfers. The mili- 
tary in addition to that have about 6,000 people. 

Mr. Yates. On this item? 

Mr. Bran. Yes. 

Suprry STanpDArRDs 


Mr. Tuomas. We will insert pages 130 through 133 in the record. 
(The pages referred to follow :) 
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2. Supply standards 


Average employment 








Amount | 
| Depart- | Field | Total 
ment 
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HIGHLIGHT 


“Standards of quality and other characteristics of common-use commodities 
are established by specifications and qualified products lists for mandatory use 
by Government agencies.” [From the Budget for 1959.] 

Federal specifications and standards insure adequate quality in supply items, 
stimulate broad competition among supplies and thus are an important factor 
in improving the economy of supply operations. 

The 1959 estimate provides for continuance of the development of new speci- 
fications and standards and the revision or amendment of existing ones in those 
areas where high dollar volume procurements are made, or where technological 
advances make such action advisable, at the 1958 level. 














re of Lom antene cost 


eee ee 
| 1957 1958 | 1950 


atespteheedswmsthins hee babies 


$205,478 | $308,800 | $306, 100 





(a) Federal specifications. ...................- 
(6) Federal standards______- 





dos sips - esa ddos .--| 61,990} 53, 800 53, 700 

(c) Developmental testing I lena oti MEI: a] 25, 000 | 19, 000 19, 000 
Performance cost. ; ; 3 pes 382,468 | 379, 600 378, 800 
Retirement... neneyha shane white om dentin pi ae be ol bien | +21, 500 +22, 300 
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JUSTIFICATION 





(a) Federal specifications.—The work unit of Federal specifications consists 
of one new specification, a revision, an amendment, or a new purchase description 
prescribed for use on a temporary basis pending nse onan of a one 





1957 





1958 1959 







New specifications promulgated ____- : 308 370 370 
Major amendments, revisions, and purchase descriptions. a 305 370 376 














Total Federal ee actions - 613 740 740 
Unit cost... : $482 i $415 $414 
Performance cost. | . $295, 478 | $306, 800 | $306, 100 
Retirement __ ee a a ‘ ae | +17, 800 +18, 500 





eS 
Total estimate__.__.._.__. pe 324,600 324, 600 





The governmentwide supply system requires an estimated 6,000 current and 
up-to-date specifications to meet GSA’s objective of sound supply management 
for items of common use. 

On June 30, 1958, it is estimated there will be 3,964 specifications in the sys- 
tem leaving 2,036 to be developed. The 1959 request will provide 370 work units 
of new specifications, The specifications developed in that year will be those 
which are the most urgently needed to service the supply system. 

Similarly, the 1959 request provides 370 work units of revision or amendment 
of existing specifications and the production of purchase descriptions. Technical 
societies and associations review their specifications and standards once each 
5 years. Federal specifications should likewise be reviewed each 5 years to 
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keep them current with technological developments and to reflect new items 
available to the Government. 

Procedures have been employed to accelerate production and to lower unit 
eost. In the 5 years 1954 through 1958, work unit production has increased 21.5 
percent while unit costs have decreased 11.5 percent notwithstanding higher 
salary rates for the same grades and increased costs of supplies, equipment, 
and services required in their production. 

Fullest utilization is made of technical advice and assistance available som 
suppliers, Government agencies, technical societies, and associations. 
from these sources will continue to be sought, but recent experience indiontes 
that substantial assistance from Government agencies is rapidly declining due 
to scarcity of technical personnel and other program interests of the agencies. 

(b) Federal standards.—Federal standards establish (1) limitations on the 
varieties, types, and sizes of items of supply used by Federal agencies; (2) 
uniform test methods; and (3) engineering practices. They are extensively 
coordinated with Federal agencies, suppliers, technical societies, and with trade 
associations. Like Federal specifications they represent a concensus of all in- 
terested parties and are oe for eer use by Federal ee 






































1958 





1959 





36 32 
eet ep ren eresio an er= eee pre oy sh <b oem SHON Ss ES $1, 681 


’ $53, 800 
PE Res <a ocenmespanquesnrebdsatdéduannehotbannanivaus +$2, 70 | 


Total estimate-__.........- $56, 500 | 
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$1, 678 
$53, 700 

+$2, 800 
$56, 500 






























A work unit consists of one new standard, one major revision, or an amend- 
ment. Federal standards make possible direct and indirect savings through con- 
eentration of procurement on fewer types of items which satisfy the needs of 
uSing agencies. Savings are realized through lower unit cost because larger 
quantities of fewer varieties of items are ordered, reduction in warehouse space, 
lower warehouse and distribution handling costs, fewer losses through ob- 
solescence, better utilization of excess and greater money return on surpluses. 
Federal standard test methods and engineering practices provide agencies with 
the most economical and effective means for testing and inspecting the offerings 
of suppliers, and standardized engineering practices best suited to Government 


needs. 
The estimate for 1959 provides for the production of 32 work units as in 1958. 


(c) Developmental testing.— 

















1957 1958 1959 















I AIRS, 8. oS ais cagg tke el. ei $25, 000 $19, 000 $19, 000 
Retirement.-..-.....- being -an<>dubanenienee tasdmenineasmieasttinial +1, 000 +1, 000 


PE WUD an on bp gp we ee once pecdamntyeeetos- 20, 000 | 20, 000 




























Executive Order 10501, dated November 5, 1953, requires Federal agencies to 
provide adequate means for protecting classified materials. Performance costs 
cover the development of specifications for security equipment and the cost of 
testing suppliers’ offerings to determine compliance with such specifications. 

Specifications for four types of security cabinets have been developed, supply 
contracts consummated, and agencies are using the types for which contracts 
have been made. 

To meet the special security requirements of certainn agencies, security equip- 
ment other than cabinets are required including surveillance systems, alarm 
systems, and identification mediums. 

Standard production items modified to incorporate necesssary security features 
are used to the greatest extent possible. In some cases special devices may 
have to be designed to meet Government needs as none are commercially produced. 

It is proposed to continue operations in 1959 at the 1958 level. Government 
facilities such as those available at the National Bureau of Standards will 
continue to be utilized on a reimbursable basis. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and staffing, $327,700.—All in the central office, distributed 
by programs as follows: 


% Federal specifications. ..........................2--.----.- 


48 44 44 

6) Federal standards__._. ae Sere ee eater eee te 8 8 8 
eeee ee oe. ao a poeincatenet 56 52 
Average employment. -_................. ; aedbcaneddieieiabene 9 50.9 








































Other objects, $73,400.—Of which $20,000 is to reimburse Federal agencies 


for developmental testing work required by development testing program (sub- 
activity c.). 


The remainder of $53,400, or 13.3 percent of total estimate, includes: 

(1) $2,000 for 87 travel-days at $23 per day to attend meetings of technical 
societies, associations, and industry groups to obtain technical information 
required in developing specifications and standards. 

(2) $20,000 for printing specifications and standards, regulatory and manual 
material, and related documents. 

(3) $21,300 for direct contribution to retirement fund. 

(4) $10,100 for normal office expenses. 

Mr. Tuomas. This is “Supply standards.” How many people do 
you have there at a cost of $401,100, the same as last year? 

Mr. Bran. Same thing. 

Mr. Tuomas. Is this your cataloging? 

Mr. Bean. No; that is the next item. This is “Specifications and 
standardization.” We are requesting the same number of people in 
1959 as 1958. 

Mr. Tuomas. Where are these people located ? 

Mr. Bran. All in the District of Columbia. 

Mr. Tuomas. How many do you have? 

Mr. Bran. 52; the job is much too big for that number of people, 
if we do a good job. 

Mr. Tuomas. This really should be charged to your stores opera- 
tion. 

Mr. Bean. It does affect materials sold from our stores, but also 
materials ordered from our supply schedule contracts. So I do not 
think it should be charged to stores. It is an overall activity. 

Mr. Tuomas, But it is still part of your selling job? 

Mr. Mepury. It is a management-type activity covering govern- 
mentwide responsibilities. 

Mr. Txomas. It comes out of your stores and has nothing to do with 
surplus property. It should not be here. 

Mr. Meptey. We talked once about putting Operating expenses, 
FSS and Expenses Supply Distribution together, but it is six of one 
and half a dozen of another. 


Freprrat Caratog ParticreaTion 


Mr. Tuomas. Insert pages 135 through 137. 
(The pages referred to follow :) 


196 


Average employment 


Department Field Total 





HIGHLIGHT 


“Uniform catalog identification for each item in the civilian agencies’ supply 
operations is provided and coordination maintained with Department of Defense 
in development of a single Federal catalog system. During 1958 the identifica- 
tion of some 138,000 items procured by other agencies through General Services 
Administration facilities will be completed. Funds provided fer 1959 are to 
start cataloging some 762,000 other items procured directly by civilian agencies” 
(from the budget for 1959). 

Both Hoover Commissions have recommended and the Congress has author- 
ized establishment of a uniform Federal catalog system to promote economy 
and efficiency in supply operations. The largest consumer, namely the Military 
Establishment, has completed the identification of all items in its supply sys- 
tem, military and otherwise, and will have completed its conversion to a uni- 
form catalog by December 31, 1958. Items in GSA’s own supply system will 
have been completely identified and converted to that system by the end of 
1958. However, the basic objective of uniformity in supply cataloging, with 
attendant improvements in the control over procurements and better utilization 
of property, cannot be achieved until some 762,000 items procured directly by 
civilian agencies are also brought into the Federal catalog system. 


Summary of performance cost 





(a) Item identification. _-_- j Jeubd tee haat gid as0 iin 
(6) Reimbursement for central cataloging services__-___-..-._. ia 


Performance cost - -- 
t 


Total estimate - 


JUSTIFICATION 


(a) Item identification—aA work unit consists of a single complete descrip- 
tion in the Federal Catalog System for an item of supply used by civil agencies. 
Under this system, each item is given a uniform name, number, and description. 
To complete a work unit, the description submitted by all civil agencies using 
an individual supply item must be compared with the description in the Federal 
Catalog System to determine whether they are identical. This insures identical 
numbering and description of items in common use by civil and military agen- 
cies. Uniform identification is also provided for items which are used by civil 
agencies alone. 


I GI i hon ns tind onndtmo gear einnigntiage- cael 
Unit cost 


$7. 
Performance cost $439, 


56, 
Retirement +$23 ; +$24, 
$463, 


NG SS Sources Se A esa eee ccc cd |--------=--2+~ 
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There is no uniformity as to descriptions or stock numbers of common-use 
items procured directly by civil agencies either between departments, between 
bureaus within a department, or in some cases between subdivisions of a bureau. 
None of the systems used are compatible with the uniform federal catalog 


m. 

Savings and benefits of the following types will be realized when the civil 
and military agencies use one universal supply item identification and numbering 
system. 

1. Reduction in the number of varieties, types, and sizes. 

2. Lower unit cost through concentration on fewer supply items. 

3. Smaller capital investment through reduced inventories and greater rate 
of stock turnover. 

4. Greater vendor competition and broader sources of supply through con- 
centration on uniform lists of supply items. 

5. Better utilization of excess. When supply items are uniformly identified 
and using agencies are recorded, excess can be accurately channeled to a using 
agency. New procurement may thus be averted. 

6. Increased cash return on surplus by improved lotting and advertising. 
Bidders will have specific information on what is offered; the Government will 
have an accurate measure of the value of the offerings. 3 

7. Assists management by providing a base on which precise statistics can 
be developed for operating and management purposes. 

Provisions are made so that as each commodity area is cataloged, agencies 
will convert to and utilize the system so that benefits will accrue to Government 
at the earliest possible date. 

This estimate proposes initiation in 1959 of a program to complete this last 
segment of the uniform catalog over a 5-year period, phased by years as follows: 


Estimated costs 





Number.of | Item identi- |Central Cata- 
items fication log Agency 
services 





56, 000 " $67, 000 
160, 000 , 256, 241, 000 
220, 000 332, 000 
200, 000 , 490, 302, 000 
126, 000 190, 260 


762, 000 \. 1, 132, 260 





Completion of this phase of the catalog system was urged by the Second 
Hoover Commission and more recently by congressional committees. 

A uniform catalog is the key to maximum efficiency and economy in supply 
operations, whether in Government or industry, from initial purchase to end use 
or ultimate disposal. 

Conversion to the uniform catalog system by the Military Establishments will 
emphasize the need for uniformity throughout the Government. Perhaps this 
can best be demonstrated in the area of utilization and disposal of excess prop- 
erty. As the largest single purchaser and consumer of supply items in the world, 
and faced with changing needs, it is only natural that the Military Establishment 
generates the greatest volume of excess. This excess will be reported under 
DOD’s uniform catalog designations but they will not match the stock numbers 
and descriptions used by civilian agencies for items directly procured by them. 
This lack of common identification will impede effective utilization of property 
known to be excess to one agency while other agencies will be effecting new 
procurements. 

Likewise, varied designations on surplus property listings tend to defeat im- 
provements in lotting and advertising which are essential toward improving 
sales returns. Only by solicitation of bids based on known characteristics of 
property can Government be assured on a continuing basis of (1) fully respon- 
sive bids; and (2) an opportunity of determining the reasonableness of the bids. 
In this area alone property initially acquired at costs in excess of $1 billion is 
sold annually. Measured against this single segment of supply operations av- 
erage ear cost of the proposed catalog project is less than two-tenths of 1 
percen 
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(b) Reimbursement for central cataloging services.—Services rendered by 
DOD Central Cataloging Office include processing civil agency items identified 
and described by GSA into the Federal Catalog System and assignment of num- 
bers to civil agency items where no identical military item has been cataloged. 















Under current policy this service is reimbursable to DOD on the basis of the 
number of items processed. The estimate for 1959 provides for processing 
56,000 civil agency items discussed under subactivity (a) above. 


EMPLOYMENT 





































Mr. Tuomas. How many people do you have in cataloging! The 
same number you had last year? 

Mr. Bran. Yes, sir; 71. 

Mr. Tuomas. Is this cataloging worth the money? You have been 
operating out of catalogs for how long, 30 years? 

Mr. Bran. Yes; but that kind of cataloging is not what is covered 
here. This is item identification. You cannot manage things when 
you do not know what it is you are managing. Over half of the 
goods that are used be civilian agencies have not been identified and’ 
that makes our problems difficult. 

Mr. Tuomas. You have been working on this 15 years. 

Mr. Bran. No, sir; only a little work during the past few years. 
Let us find out what we will manage so we can do a job of it. 

Mr. Tuomas. This is not complete yet; is it? 

Mr. Brean. Far from complete. 

Mr. Tuomas. How much have we spent on it in the last 10 years? 

Mr. Buan. Your estimate is probably better than mine as to dol- 
lars. We have not even found out—— 

Mr. Tuomas. Mr. Medley, how much have we spent, and we haven’t 
acatalog yet. My guess is that we have spent $8 million. 

Mr. Meptey. No, sir. It has been about $2.2 million since GSA 
was established. 

Mr. Tuomas. It was $1 million last year and $1 million this year. 
Back in 1954 it was almost $1 million. 

Mr. Meptry. No, Mr. Chairman, in 1957 it was only $425,000. We 
asked for $1 million but we didn’t get anything in 1953, nor in 1954 
or 1955. 

Mr. Bean. This is like a man trying to open up a store without 
knowing what he is going to stock or sell. 

Mr. Tuomas. But you never get anywhere with this. You throw 
away a half-million dollars this year 

Mr. Bean. Far from throwing it away. 

Mr. Tromas. You don’t have a complete product yet; have you? 

Mr. Bean. Yes, sir. We create a profit every time we catalog an 
item. 

In my own organization I went through the thing and found five 
departments buying fan belts, a simple little thing. 

Mr. Tuomas. How many did you fire? 
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Mr. Bean. About 4 or 5. Whem:we got through we had one de- 
—- buying them and we were, buying one-third the number. 


ou can’t manage the thing until you know what you have your 
hands on. 


Mr. Tuomas. You win. 















Moror-VEHICLE MANAGEMENT 


Mr. Tuomas. What about Motor-Vehicle Management, Mr. Jonas? 
Mr. Jonas. I am anxiously waiting. 
Mr. Tomas. Insert pages 141 through 143 in the record. 


4. Motor-vehicle management 







Average employment 
Amount 


HIGHLIGHT 


Governmentwide policies and procedures are developed for improying utiliza- 
tion of motor equipment. Interagency motor-equipment pools are established 
where surveys at locations of high-vehicle density demonstrate economies or im- 
proved efficiency will result. Progress of the pool program is as follows: 








Surveys | Surveys.com-| Pools estab 
started pleted lished 










Source: From the budget for 1959. 





During the past 3 years major emphasis has been directed toward establish- 
ment of interagency motor pools, an area where immediate savings could be 
realized from improved utilization. Results have borne out the soundness of 
this approach as demonstrated by the following savings: through 1956, $1.3 mil- 
lion and in 1957, $2 million. Pools scheduled during 1958 and 1959 are expected 
to increase savings to $3.2 and $4 million, respectively. 

Concurrently with the above, improvements were made in the general manage- 
ment practices of the overall motor fleet through interdepartmental committees, 
seminars, et cetera. With the pool program well underway it is proposed in 1959 
to increase emphasis on improved management practices involving approximately 
200,000 vehicles not incorporated in such pools. Motor vehicle management is 
achieved through 2 subactivities as follows: 







Summary of performance costs 













1957 






(a) General motor vehicle management. ail $48, 000 
(6) Interagency motor pool systems-.............-.-..2------.- 132, 343 





Performance cost... .. ...-. --- +--+... 4.++--- 
Retirement 


ON GIN incine ib cdilentpdeintiniiinndineimneinatetitionsd 
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JUSTIFICATION 


(a) General motor vehicle management 





Performance (in man-years) 
Unit cost 


Governmentwide policies and procedures covering the management and utili- 
zation of motor equipment are developed and technical advice and assistance, 
covering the complete field of operation, management, replacement, rental, pro- 
curement, and disposal of such equipment, are furnished to representatives of 
the Federal agencies, the legislative branch, Bureau of the Budget, State and 
city governments, industry, and technical groups. 

During the past few years improvements in this area were largely the result 
of interdepartmental committees, seminars, and other educational programs 
sponsored by GSA and actively supported by engineers and technicians from 
industry. While beneficial, these activities lack the continuity of pressure and 
depth of administrative effort necessary to ensure maximum economy and effi- 
ciency. 

During 1959 it is proposed to utilize experience gained through operation of 
interagency motor pools as a basis for improving policies and procedures in this 
area, and for preparation of operating guides, etc., for use by Federal agencies 
to achieve desired results on a broader front. 

Increased efforts in this area can and will produce more and continuing econo- 
mies and improved efficiencies by— 

1. Increasing the average miles of operation per vehicle per year. 

2. Reducing the number of force account repair shops wherever the work can 
be more cheaply performed by commercial shops. 

3. Eliminating parts supply facilities. 

4. Obtaining improved manufacturers’ warranty service adjustments to the 
Government. 

5. Extending and improving educational programs for supervisors and drivers. 

6. Developing and promulgating improved and modern safety programs which 
result in better care of equipment and fewer accidents. 


(b) Interagency motor pool systems 


1957 1958 1959 


Performance (in man-years).............-.-.-.-...---..---+.-- 12.6 12.5 1L.5 
hb tacewiiedpetatdcn ns cncanhlesansa ila aol $10, 503 $10, 928 $11, 087 


Performance cost _.._....__- oe oo one 4g $132, 343 $136, 600 one $127, 500 
IE ii ae iiinined sd di amive att bie cencthiraee is nate +6, 700 +6, 000 


Total estimate L ‘ . 133, 500 





Public Law 766, 88d Congress, authorizes the establishment of centrally con- 
trolled interagency motor-pool systems after the Administrator has determined 
it to be advantageous to the Government in terms of economy, efficiency, or service 
to do so, and after consultation with and with due regard to program activities 
of the agencies concerned. 

Seope of the program begun in 1956 was to (1) determine the economic feasi- 
bility of establishing motor pools in some 90 to 100 locations of high vehicle den- 
sity by the end of 1960, and (2) establish such pools as are justified. It is esti- 
mated that some 70 to 80 pools will be established. 

Through 1957 surveys had been started at 37 locations and 22 pools were estab- 
lished. By the end of 1958 a total of 57 locations will have been surveyed and 
40 pools activated. The program for 1959 contemplates 16 surveys started and 
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a like number of pools activated, thus increasing coverage to about 75 percent of 
the total objectives. 

Operations during 1957 have demonstrated specific savings accruing from the 
pooling of vehicles. For example, full year operation of the 12 pools activated 
by June 30, 1956, resulted in an 18-percent decrease in number of vehicles used, 
an increase of 1,328 miles per vehicle year, and a reduction of 3.574 cents in 


cost per mile. Details of these and other data by pool are reflected in exhibit A 
which follows. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and staffing, $147,800.—For personal services distributed as 
follows: 














1957 
Depart-| Field 
ment 
(a) General motor vehicle 
management.........._..- 
(6) Interagency motor pool 
CPOCUEEE.... . catiiah- 1 4<oe ee 4 10 
Total positions_..._-.| 10 10 
Average employment... 9.4) 9%<2)| 186 | 10.6| 7.9 
' | 


| 135; 11.9} 66] 1&5 
i Z 





(c) Other objects, $46,708.—Or 24 percent of total estimate, provides: 

(1) $25,000 for travel based on 1,087 days at $23 for motor-pool survey tech- 
nicians who will be in travel status approximately 50 percent of the time, a 
minimum number of contracts with industry engineers and experts or Federal 
motor vehicle operators and fleet supervisors, attendance at interagency seminars 


or technical meetings, and review of operations of motor equipment and motor- 
pool systems. 


(2) $9,600 for contribution to the retirement fund. 
(3) $12,100 for normal office expenses. 


SAVINGS IN 1958 


Mr. Bran. I would like to give this chart to you and Mr. Jonas. 
This is a statement showing that this year instead of making one and 
a quarter million dollars profit for the Government it will be over 
$3 million. 

Mr. Tuomas. Insert this table A in the record, Mr. Reporter. 

(Table A referred to follows :) 
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Vehicles required to meet agencies service requirements_--.---- ne 7,527 272 





Mies of rere vehicle year 11,011 3, 090 
Cost per mile of travel Pe nbc ammaaeine ed 11. 225 4 3. 825 
Bates Weavel... .- 2225... 61, 773, 000 78, 989, 000 17, 216, 000 
Savings. 


ap. anos bg bab dee bende ceed needs denn nnetn nse nnmn tle -bonse- at wte[+--nesee-- 22-5 $3, 021 





NOTE. am oe is invited to the fact that agencys’ a vehicle services, from the pool, have 
inereased, 27.8 pereent. over their reported requirements. By imereasing vehicle utilization (miles per 
vehicle year) 39 percent, the motor pool system was able to handle this increased mileage with 2,445 fewer 
vehicles than would have been required prior to pooling to travel the same miles, 


Mr, Tuomas. How will you save it? 


Mr, Buran, Through lower, eperating costs. than individual organi- 
zations had been Binders before. 


“Mr. THomas. nder which heading are you mukine oe $3 million 
saving?, ' 

Mr. Bean. In the motor-pool operation. 

Mr. Tuomas. Off the record. 
( Discussion held off the record.) 


STATEMENT ON MOTOR POOLS 


Mr. Tuomas. That is a good statement about motor pools on pages 
146 and 147. Put them in the record, Mr. Reporter. 


ESTIMATES OF APPROPRIATIONS, 1959--HsTIMATES OF Motor VEHICLE PURCHASES 
GENERAL 


Publie Law 152, as amended, authorizes the Administrator to establish and 
operate interagency motor pool systems. Passenger and truck services provided 
by GSA-operated interagency motor pool systems are financed through the gen- 
eral supply fund on a reimbursable basis. 

Purchase of motor vehicles for such pools is exempt from numerical or other 
restrictions of title 5, United States Code, section 78, except for price to be paid 
for passenger vehicles under subsection . (c) thereof. Accordingly, appropria- 
tion language for numerical purchase or replacement authority is not submitted. 

Experience shows that motor vehicle costs can be held to a minimum if the 
average vehicle is scheduled for replacement when it is approximately 3 years 
old or when it has traveled 50,000 miles, whichever comes first. If vehicles 
are operated beyond that point, major repairs become necessary or major main- 
tenance at an earlier date has been necessary to repair the damages resulting 
from wear, obsolescence, and general deterioration. These additional mainte- 
nance costs mount rapidly toward a point of wastefullness. 

Available cost data indicates’ that where planned replacement can be sched- 
uled; similar maintenance costs can be held at less than $100 per vehicle per 
year for the first 3 years, or until it has operated 50,000 miles. Reported 
average maintenance cost for all Government vehicles for the past fiscal year 
was more than $300. For vehicles 6 years old or older the average maintenance 
cost exceeds $400. This premium cost for repairs to older units is sufficient 
to pay the additional cost of replacing vehicles on a 4-year basis. 

By the end of 1957, 22 interagency motor pool systems had been established, 
3 of which were in operation only the later part of the year. In the operation 
of motor pools to date, GSA has temoved from the Federal inventory 547 ve- 
hicles. In addition, agencies in the 22 locations where pools were established 
reduced their inventories at these locations by 781 vehicles. During the survey 
period and prior to the establishment of the motor pools these vehicles were 
either disposed of by the agencies or transferred to other field locations, thereby 
eliminating procurement of additional vehicles for those locations. 

By the end of 1958 it is expected that motor pools will have been established 
in 40 major cities. Establishment of additional pools is scheduled in 16 more 
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cities during 1959. As of July 1, 1957, GSA had a net active fleet of 6,151 ve- 
hicles. During 1958, 4,149 units will be consolidated in the pools. Seventy 
percent of these vehicles will be 6 years old or older or beyond the age of 
economic repair. In 1958, 3,400 vehicles will be purchased to replace 3,700 
vehicles at a net cost of $5,160,000. Net fleet reductions resulting from con- 
Solidation will be 300 vehicles. (As a result of agency reductions, resulting 
from motor pool studies, there will be an additional fleet reduction in excess of 
some 200 vehicles.) 

By July 1, 1958, GSA will have a net active fleet of 10,000 motor vehicles: 
4,000 will be added by consolidation during 1959; 4,400 will be purchased during 
1959 to replace 4,800 at a net cost. of $6,600,000. Net fleet reductions resulting 
from consolidation will be 400 vehicles. (As a result of agency reductiotis’stem- 
ming from motor pool studies, in excess of 100 additional vehicles will be elimi- 
nated from the fleet.) 

To keep maintenance cost at a minimum, replacements are planned so as to 
eliminate major repairs to old vehicles, to the extent present regulations will 
permit. Asa result of this program, the age of motor vehicles in the motor pool 
systems will be progressively reduced and excessive maintenance eliminated. 

Planned replacements during 1959 of those vehicles requiring major repairs 
will result in savings in maintenance and operating costs of more than $2.4 
million. Total fleet reductions will develop an additional $1.2 million exclusive 
of other fringe benefits, which in 1959 will exceed $0.4 million. 


Status of net active motor pool fleet 


Net active | Consoli- 
fleet dation Purchases | Disposals 
transfers) 


Prior to July 1, 1955 


1 Includes vehicles disposed of by agencies in lieu of transfer to the motor pool. 
2 Includes 284 vehicles purchased for authorized agency requirements, either new projects or projects not 
reviously using Government-owned vehicles, such as: CAA; HEW, In health; Interior BLA relocation; 
terior parks project 66; Coast Guard recruiting; Corps of Engineers Washington area relocation; AEC 
expanded or new projects, or as replacements for commercial or private car rental. 


Annual rate of savings 


ean a 


In fleet re- | In cost per | In fringe Total 
ductions ! mile benefits savings 


46, 21 
483, 
97, 


’ 
, 


’ 
, 
, 


56, 
36, 
1 Cumulative. 
EMPLOYMENT 


Mr. Tuomas. How many people do.you have here? 
Mr. Bean. Twenty-two people in 1959. 

Mr. Tuomas. How many vacancies do you have? 
Mr. Bran. We have one as of today. 
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STANDARDS FOR REPLACEMENT OF AUTOMOBILES 


Mr. Tuomas. Some of these people do not agree with your standards. 
You say 3 years. You take an automobile and run it 3 years, 60,000 
miles, and trade it off. 

Mr. Bean. Three yearsis a objective but we are not doing that. 
The present replacement standard is 6 years or 60,000 miles for sedans. 

Mr. Tuomas. Who set that up? 

Mr. Bran. Wedid. To trade them off any faster at this time would 
cost too much money. We hope to decrease that as time goes on to 
get to a point where we will do it sooner than that. It gets a little 
expensive when you get that much age or that many miles on an anto- 
mobile to keep it running. 

Mr. THomas. You mean 3 years at 60,000 miles? 

Mr. Bean. Six years or 60,000 miles. 

Mr. Tuomas. I have 65 or 70 thousand miles on a car I have had for 
5 years, and it is good for 4 years more. 

5 Bean. You are a much better driver than some of those jockeys 
we have. 

Our objective for passenger cars is to make it 50,000 miles or 3 years. 
Weare now up to 6 years and 60,000 miles, 

Mr. Tuomas. Usually an automobile with that age is in good shape. 

Mr. Bean. It becomes expensive to keep it running from that point 
on. 
Mr. Tuomas. It is always expensive to run any automobile. Is it 
more economical to trade it off or keep it? 

Mr. Brean. More economical then to trade it off and get a new car. 


EFFECT OF GOVERNMENT PRICE DIFFERENTIAL 


Mr. Meptey. That is partly because of the price advantage the Gov- 
ernment gets on the original purchase. 

oo Bran. If we were paying the retail price it would be a different 
thing. 

Mr. THomas. Now you are talking language we can understand. 
Go ahead with that. In other words, you say what the Government 
should do and what an individual should do with his own car are two 
different things; is that right? 

Mr. Bean. After all, we are getting p r vehicles for less than 
$1,500. An individual cannot buy them for that. 

Another thing which has happened, which I am sure will be 
news for you because you have been asking us to do this, is to get 
standardization in motor vehicles. Of course, that. comes back to one 
of the advantages of cataloging. We are getting standardization in 
automobiles. 

We now have the Federal Government standardized as to the kinds 
of cars we will use and buy. 

Mr. Fioets. We buy under the dealers’ cost ; do we not? 

Mr. Bean. Yes, sir, 

Mr, Taomas. Why should the Government trade off a car when it is 
3 years old or has 60,000 miles on it when an individual should not? 

Mr. Bean. You are talking about 1 car driven commercially and 1 
which you are taking care of yourself which is a whole lot different. 

Mr. THoomas. Is that the difference? 
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Mr. Bran: Yes. 
.Mr.THomas. Anyother? ae ; oe Pa 

Mr. Mepiky. Yés ; if T might adé’to this, Mr: Commissioner: 
“Mr. BEAN. Go tihead. OME MR ORE OL | BIR vse 9 

Mr. THomas. Who is the expert ? O at OS 
“MF Mebrity. "They ave; but ite purély a busitiess proposition. ‘When 
you corié to 60,000 miles a car needs major repairs. We can get Close 
,to our purchase price on a car 3 years old. rer we can get $1,000 
to $1,100'for‘it. If we get close to the Government's origirial purchase 
price why should we spend $200 ‘or $300 on ‘repairs when for'perhaps 
‘$400 difference we can buy a new car? © . 

Mr. Tuomas. The Government gets a wholesale price and the indi- 
vidual does not; isthat right? . a 


_ SAYINGS IN CAR PURCHASES DUE TO STANDARDIZATION 


; bert e 


Mr. Brean. We get much below the wholesale price. Notice the 
sheet we gave you. Since we standardized, we bought 75 percent of 
the cars that the agencies wanted for 1958 in January of this year. 
We got the lowest price that we have been able to get in recent years, 
and we saved the Government $806,000 over the purchases of last year. 
“oOMr Tomas. How much?’ 

“Mir“Brdn. ' $806,000. . 
wih TxHomas. What do you pay for a 4-door 1958 model 6-cylinder 

— | * ae | | 

Mr. Bean. About $1,350. That isthe first item on there. be 

Mr. THomas. If you go downtown and buy from a retailer what 
does it cost ? 

Mr. Bean. Tt will cost the dealer $1,950 downtown and then he has 
to havea profit of 20 percent on top of that. 

Mr. THomas. Plus tax on top of that? 

Mr. Bean. Yes; so it is about $2,400. 


EXCISE TAX PAID BY THE GOVERNMENT 


Mr. THomAs. You pay no tax, do you? 

Mr. Bean. We pay excise tax. 

Mr. THomas. What do you mean you pay tax to the State? 

Mr. Bean. Federal excise tax. 

Mr. Tuomas. On an automobile? 

a moput iin . 

Mr. Tuomas. You pay it‘on all property 
“OMr. Bran. On sidtemobtlee ii 

Mr. Tuomas. Why ? 

Mr. Bean. It isthe law. 

Mr. Tuomas. Put your finger on the law. 

Mr. Gasque. The reason is that it is a use tax or a sales tax which 
is on the seller and he can pass it on legally in the sales price and the 
Government must pay that tax as opposed to a direct tax. 

ar. Tuomas, We don’t buy it from anybody except the factory, do 
wet 
Mr. Sweeney, This is a tax imposed on the manufacturer. 

Mr. Tuomas. It is amanufacturers’ tax? 
Mr. Gasque. Yes, sir. 
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Mr. Tuomas. Is it a State or Federal tax? 

Mr. Gasque. Federal tax. 

Mr. Txomas. Uncle Sam pays taxes to himself. Do you know of 
any other instance where that happens?’ 

r. Gasqug. Yes, sir. For many of our commodities a tax'is in- 
cluded in the sales price, certainly with respect to many State taxes. 
We have to absorb those, too: 

Mr. Tuomas. Do you pay the State of Michigan a tax on the auto- 
mobiles the Federal Government buys? , 

Mr. Brean. No, sir. 

Mr. Tomas, Is that by statute or regulation that we pay a tax on 
automobiles? We do not pay ad valorem taxes on property located 
in the various States. I don’t see why we should pay a tax on an 
automobile. Off the record. 

(Discussion held off the record.) 


SAVINGS ON MOTOR VEHICLE PURCHASES 


Mr. Tuomas. Insert the statement on purchase sayings in the record. 
(The statement referred to follows:) 


Savings—GSA motor vehicle purchases 


Average 
price paid Number 
consol- of vehicles 
idated Savings | purchased 
- purehase | per vebicle urder 
January |. current 
1 by’ invitation 


4<door sedan.,_-._...__--- p 

Se, olka cp 

Station wagons !__ 
-tom panel utility... 22. ...---. ---L ee .- 
-ton panel utility. ---. 

i-ton panel utility. .................-- 

-ton panel 

1-ton panel. . 

Sedan delivery - -- 

Carryall.___- 


1, 603 
136 


133 
308 

1, 924 
218 
35 
101 
37 

1, 081 
253 


age 


SRRSBESSRSS 


et et 


wepegs 
PsaSeeyERe 


eS 
SSBBESSSENSS 


tt Dt et et 


pos pes" 3". 
ore 


z' 


incite sn ~ no .dcbppredhen bat apinndhstiowahteeniaiasenniaie anaes iaiads icant sdndeieelesanaaiaane sae 


' Reflects increased use of 8-cylinder engines _for these heavier units. 


_. Mr. Tuomas. Is it ‘not a fact that the Federal] tax is imposed on the 
automobile company selling this car to the Government, and since the 
automobile company is selling this car to the Government for about 
half the price, and the automobile company must pay this tax to the 
Government, it is simply put in the price of the car as part of the 
actual price of that car that they are delivering to you at almost 50 
centsonthedollar? Isthat right? 

Mr. Hanson. They must include it in their price. 

Mr. Voursett. They must include it because the Federal Govern- 
ment is taxing them on it and they are passing it on as part of the cost 
of this car in this deal. 

Mr. Bean. That is right. 


22311—58—pt. 214 





208 


NUMBER OF CARS BOUGHT 


Mr. Tuomas. How many cars will the Government pa in fiscal 
year 1959? What is the estimate? You buy for everybody, do you 
not, armed services and all ? 

Mr. Bean. Not armed services. 

Mr. Tuomas. You do not buy even standard vehicles for them ? 

Mr. Brean. Not armed services. We buy only for civilian agencies. 

Mr. Tuomas. Do they get the same price you do? 

Mr. Bran. Yes, sir. You have the prices on that list I gave you. 
That is how we got the saving this year. 

Mr. Tuomas. How many will you buy in 1959 for the civilian agen- 
cies? 

Mr. Bean. About 4,400 cars for the motor pool. 

Mr. Tuomas. How about the other agencies? 

Mr. Hanson. Somewhere between 16,000 and 20,000. 

Mr. Tuomas. Do you havea table as to who will get them ? 

Mr. Hanson. No, sir; because each of those agencies come in on 
their own appropriation requests and ask Congress for authority to 
get them. T en later they are purchased through the GSA Procure- 
ment Division. 

Mr. Tuomas. Is it a catalog item? 

Mr. Bean. No, sir. We find out their requirements, make certain 
that they agree with standards, and include them in a consolidated 
purchase transaction all at one time. 

Mr. Taomas. You dothe purchasing for them, then ? 

Mr. Bean. That is right. 

Mr. THomas. How many requests do you have for 1959 ? 


Mr. Bean. None yet. They have to go through the appropriations 
procedure to find out whether or not they have the money and authority 
to get the cars. 

r. Tomas. So you get around to that in about September or 
October of each at 
Mr. Bean. That is right. We would buy them in January. 


PURCHASE OF AUTOMOBILES IN FISCAL YEAR 1957 


Mr. Tuomas. Let us look at last year and furnish a list for 1957. 
That is complete and wound up. Do you have information on that? 

Mr. Bean. Wecan furnish that for the record. 

Mr. Tuomas. Put in the record the number of cars each agency got, 
the kind and the price. 

(The information requested follows :) 
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Mr. Tuomas. That runs to about how many? 
Mr: Hanson. About 16,000. It includes trucks. 
Mr. THomas. It does not include the military ? 
Mr. Hanson. That is right. 


NUMBER OF CIVILIAN-TYPE VEHICLES OWNED BY THE GOVERNMENT 


Mr. Jonas. Would you permit him to include a table right. under 
that one showing the total number of civilian-type vehicles owned by 
the Government excluding military and compare that with, say 5 
years ago? 

Mr. Bean. Yes, sir. 

(The information requested follows :) 


INVENTORY 


The total reported inventory of motor vehicles operated by the Federal Gov- 
ernment in the continental United States, its Territories, and possessions, and 
the Canal Zone, not including troop training or tactical vehicles, for fiscal year 
1957 was 214,243 vehicles (civilian agencies 104,270, and Department of Defense 
109,973), comprised of 38,103 automobiles ; 14,039 station wagons, ambulances and 
buses ; 162,101 trucks. A comparison of vehicle inventories for the past 5 years 
(fig. 1) reflects the reduction of vehicles and an increase in the average vehicle 
mileage (fig. 2). The increase in inventory for military vehicles in 1957 results 
from the inclusion in the reports of National Guard vehicles and Department of 
Defense vehicles awaiting disposal; the additional transportation requirements 
of the Post Office Department and Department of Agriculture account for the 
greater percentage of the inventory increase for the civilian agencies. 


AVERAGE MILES PER VEHICLE 


Mliiilll Dept. of Defense 


Thousands of Miles 
Civilian Agencies 
Thousands of vehicles 


54 55 36 57 


Fiscal Years 
Figure 2 


NUMBER OF MOTOR POOLS 


Mr. Tuomas. This is worth repetition: 


By the end of 1958 it is expected that motor pools will have been established 
in 40 major cities. 
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How many do you have now ? 

Mr. Bran. 26. We have slowed down our operations now to take a 
ood look at our training and to make sure that all of our. people are 
oing a good job of operations we now have before we expand fur- 

ther. e want to be sure we are doing the most economical type of 
operation that we can. 

Mr. Tuomas (reading) : 

During 1958, 4,149 units will be consolidated in the pools. In 1958, 3,400 ve- 
hicles will be purchased to replace 3,700 vehicles at a net cost of $5,160,000.. 
Net fleet reductions resulting from consolidation will be 300 vehicles. 

By July 1, 1958, GSA will have a net active fleet of 10,000 motor vehicles.. 


You mean July 1 of this year? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. 4,000 will be added by consolidation during 1959; 
4,400 will be purchased during 1959 to replace 4,800 at a net cost of 
$6,600,000. 

How much is this worth ? 


SAVINGS FROM MOTOR POOL OPERATIONS 


You refer to fringe benefits. You show total savings of $4 million 
in 1959. What is the figure of $1,164,000 in fleet reductions? Is that 
dollars ? 

Mr. Brean. Yes, sir. 

gi Tomas. Cost per mile. You mean you picked up 2,400,000 
miles % 

Mr. Bran. That is dollar savings in the operation cost. per mile. 
Those are the total savings on a mileage basis. 

Mr. THomas. You figure you will save $4 million in 1959. Is that 
it? 

Mr. Bean. Yes, sir. 

Mr. THomas. On how many automobiles that you will be operating? 

Mr. Mepiey. 13,600. 

Mr. Tuomas. You will save $4 million? How much is that a car? 

Mr. Jonas. The real test would be the cost per mile, is it not? 

Mr. Bran. That is right. On an operating basis we compare our 
cost per mile with the previous cost per mile of the agencies all the 
time. 

GSA PURCHASE OF AUTOMOBILES 


Mr. Tuomas. Insert page 148 in the record. 
(The page referred to follows :) 
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GENERAL SERVICES ADMINISTRATION—SCHEDULE OF PASSENGER Motor VESICLES 


Statement of proposed obligations for purchase and hire of passenger motor vehicles 
for the fiscal year 1959 


| Motor vehicles to'be Old vehicles to be | Ls 
purchased exchanged | Net cost of; Old | Cost of | Users and 
Appropriation ce Oe is vehicles |vehicles} hire of | public 
tobe | stillto| motor purpose 
Num- Gross Num- |Allowanee! purchased |be used! vehicles 


ber cost ber | (estimate) 


General supply fund__.| 1, 672 | $2,474,560 | 1,824 | $418,000 | $2,056,560 | 3,510 | $100,000 
Station 396 707, 256 432 | 99, 000 608, 256 


, 667 |.....- cided 
22 131, 670 : 126, 170 
22 131, 670 . 126, 170 45 


Total, General 
Services Ad- 
ministration...| 2,112 2,917,156 | 4,267 100, 000 


a 


1 Operations of interagency motor pools at 56 locations by June 30, 1959, under Public Law 766, approved 
Sept. 1, 1954. Pools will provide motor transportation for participating Government agencies, including 
General Services Administration, in the conduct of Government business. 





Mr. Tuomas. You are going to buy 1,672 passenger cars through 
the general supply fund. Old vehicles to be exchanged shows 1,824. 
Net cost of vehicles to be purchased, $2,056,560. Old vehicles still to 
be used number 3,510. 

HIRE OF AUTOMOBILES 


— of hire of motor vehicles is $100,000. What does $100,000 
mean 

Mr. Bran. Rental of cars to meet peak requirements and meet re- 
quirements in isolated locations. 

Mr. Tuomas. That is a guess figure; is it not? 

Mr. Bran. An estimate that we think will be about right. 

Mr. Tuomas. What is the occasion to hire automobiles? 

Mr. Hanson. In order to keep the inventory down. 

Mr. Bean. We cannot have a surplus automobile sitting around be- 
cause it increases our costs. You make sure they are all in operation. 
When you have a peak demand it is cheaper to hire an automobile 
for a week or 10 days. 


CARS ASSIGNED TO AGENCIES FROM POOL 


Mr. Tuomas. How about agency X who gets an automobile, lets 
you book them for it and keep it for 2 or 3 years and you never see 
the automobile ? 

Mr. Bran. They cannot do that. We are on top of each automobile 
at least every 30 days. We know how many miles it has gone, we 
know the maintenance, whether it has been ased and oiled. 

Mr. Tuomas. How much do you charge them for an automobile 
every day ? 

Mr. Bean. We make arrangements for them to get an automobile 
on a part-time basis if they don’t use it. 

Mr. Tuomas. What do you charge them? 

Mr. Hanson. It boils down to what is the cost per mile. Our rates 
are adjusted to take care of that. If they keep a car and don’t use 
it cost piles up and immediately somebody in their budget office 
hollers. 
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If they have a requirement for a vehicle on a continuing basis for 
a few months we have a monthly rate which normally is $35. for 
the first 300 miles and about 5 cents a mile thereafter. That will 
vary in various parts of the country. 

If they want to use it by the hour or by the day we have rates 
on a sliding scale the same as a commercial rental agency. 

Our costs on sedans have averaged 6.06 cents per mile. That is 
what we have charged the agencies. 


CHANGES IN MOTOR VEHICLE FLEET 


Mr. Tuomas. You have a good table on page 149. It adds nothing 
that the previous table does not add, however. 

Mr. Hanson. 149 gives the entire ‘picture, including trucks. 

Mr. Tuomas. Insert page 149. 

(The page referred to follows: ) 


GENERAL SERVICES ADMINISTRATION 


Schedule of changes in motor-vehicle fleet-—Consolidation 


A. Actual number on hand at start of year 


1, Add vehicles on order but not received. _..-.......-|-__.__- Soa 
2. Deduct vehicles on hand — en padeeues 
3. Net active fleet at start of year. 


. Number of acquisitions (add) 


1. By her (orders issued) 
2. By 

Re ewhotawnadttioame 
4. By consolidation, Public Law 766_....._...-.. 





. Number disposed of (deduct) 


i 


2./ By scrapping or theft... .: 2.000.022. 200 see opel ie pUbiieedt.p¥e Washo ---hbdens 
3. By donation to non-Federal recipients............-.}.........----.|-- 

4. By transfer to other agencies____..______...._...-- 

5.. By agencies in lieu of transfer to pool (non- add).... 


» Number of replacements (non-add)_....................- , 


1, Meeting both age and mileage standard____ 
2. Meeting mileage standard but not age 

3. Meeting age standard but not — 

4. Not meeting either standard _- voy 





. Net active fleet at end of year (A3 plus B minus C)_..___-. 


1, Add vehicles on hand awaiting disposal. - 
2. Deduct vehicles on order but not received... _- 
3. Actual number on hand at end of year.. 


. Obligations for vehicles purchased $2; », 816, 180; $ ; : i i ~ $7, 700, 000 
. Cost of vehicles acquired otherwise _- 60, 134 | B5, 65, 000 
. Proceeds from disposal applied to purchase of replacéme nts 328, 691 | , 100, 000 


1 Beyond economical repair. 


Mr. Tuomas. Mr. Jones, you helped put this legislation over and 
have taken a big interest in it. Do you have questions ¢ 

Mr. Jowas.. 1 am interested in it. I don’t know that I can add 
very much now. 

I thought the figures would show up better if you related the cost 
to miles driven. 
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Mr. Tuomas. That is in that table. 
Mr. Jonas. Yes; that brings that out. 


COMPARISON TO COMMERCIAL RENTALS 


How do your charges compare with Hertz? 

Mr. Hanson. Commercial rentals across the country average $16 
a day for 100 miles. Our cars across the the country would cost you 
an average of $10 a day per 100 miles. 

Mr. Tuomas. <A lot of differetios 

Mr. Hanson. To get back to what Mr. Thomas asked, we have been 
able in most instances to enter into contracts with commercial rental 
agencies at a reasonable figure of discount, which is improving as 
we go along, to furnish us cars when we have a peak requirement 
which sometimes happens. 

That is also true in an isolated location where it would not pay to 
keep Government-owned cars for infrequent requirements. We are 
getting from 20 to 40 percent discount. 

Mr. Jonas. I paid Hertz a bill for 3 hours’ use of a car and it cost 
me $14.95, blanket charge per day and then so much per mile. 

Of course, that inlaws a lot of insurance. You do not include 
insurance. 

Mr. Hanson. When we rent from them we have to include insurance 
costs but on Federal vehicles we do not carry insurance. 

Mr. Jonas. What about liability? 

Mr. Hanson. No; that comes under tort claims. 


Suppiy ConTRACTING 


Mr. Tuomas. Insert page 158 in the record. 
(P. 158 referred to follows :) 


5. Supply contracting 


| Average employment 


Amount 
Depart- Field Total 
ment 
54.9 
—.1 


| 
cee 


54.8 | 


HIGHLIGHT 


“Term contracts for common-use commodities and services are established for 
large aggregate volume requirements against which agencies place individual 
orders at uniform price advantage” (from the budget for 1959). 

This method of contracting is usetl (@) when industrial distribution facilities 
are adequate to properly serve numerous use points; (6) when items are non- 
competitive; (¢) when installation or supervision of installation by suppliers 
is essential to proper use of equipment; (d) when concentrations of agency in- 
Stallations in a given area require common services; or (€) when price or other 
advantages accrue to the Government. 

Purchases from Federal supply schedule and similar local-service contractors 
during 1957 amounted to $373.7 million. Estimated savings resulting from price 
advantages determined by considering each schedule separately were $45.3 million. 
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Based on $410 million of purchases in 1958 and $435 million in 1959, price advan- 
tages are estimated at $49.7 million and $52.7 million, respectively. 


Justification 


1957 1958 1959 


Value of orders placed (thousands) -............ 2-22-2222 2... $373, 700 $410, 000 $435, 000 
Unit cost (per $1,000)..........-..-..-.--.---------- a 2.02 1, 80 1. 69 


Performance cost ti 5 i i 753, 298 737, 800 736,100 
Retirement Se , Soe oe Sob Ae eae +33, 200 +34, 900 


pee RRS. 8. 5-8 8 nn ape hg an oe nigel 771, 000 771, 000 


Costs are measured against each $1,000 of orders placed by agencies under 
schedule and similar local-service contracts. Performance includes determina- 
tions of new items that should be contracted for and items which should be dis- 
continued; review of specifications, prices, and sources; evaluation of items 
offered by suppliers differing from specifications; development and issuance of 
invitations for bids ; awarding and administering contracts; printing and govern- 
mentwide distribution of schedules listing such contracts; and inspections neces- 
sary to insure specified quality. 

The increase in orders placed by agencies in 1958 over 1957 is based on an 
estimate of $25 million in orders against a new schedule for rental of electronic 
data-processing equipment and greater usage by the larger agencies of existing 
schedules estimated at $11.3 million. The increase in 1959 over 1958 is based 
on a further increase of $25 million in usage of the schedule for rental of electronic 
data-processing equipment. 

The decrease in unit cost in 1959 below 1958 refiects the increased value of orders 
placed by agencies with no increase in performance cost. 


Mr. Tromas. You have $771,000 for 1958 against the same amount 


requested for 1959. How many bodies do you have there? 
Mr. Bean. One hundred and fifteen positions. 


Mr. Tuomas. Where are they located? This is supply contracts. 
Mr. Bran. Sixty-three departmental and 52 in the field. 


EXAMPLES OF SUPPLIES ON SCHEDULE CONTRACTS 


Mr. Tuomas. What are some of the items mentioned here? How 
are they bought ? 

Mr. Bean. It could be furniture, for instance, where there is a large 
amount of usage right now. We make contracts with manufacturers. 
We supply all of the agencies, both military and civilian, with the 
information. 

Mr. Tuomas. In other words, you buy out of the catalogs and not 
from the stores ? 

Mr. Bran. From the schedules and not out of the catalog. The cata- 
log covers the things we have in the stores. These are in addition 
to that. 

Mr. Tuomas. It doesn’t come out of the stores, though ? 

Mr. Bean. No; directly from the manufacturer. 

Mr. Tuomas. I call it a catalog and you call it a schedule. 

Mr. Beran. This is a schedule right here [exhibiting]. They are 
bought directly from the supplier and shipped directly to the con- 
sumer. 

Mr. Tuomas. Why did you quit calling a catalog a catalog and call 
it a schedule ? 

Mr. Bean. These were never called catalogs. Catalogs have pretty 
pictures and numbers. 
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VOLUME OF PURCHASES FROM SUPPLY SCHEDULES 


Mr. Tuomas. What do you need with 115 people? 
volume of purchases ? 

Mr. Bean. $435 million in 1959. 

Mr. Tuomas. Value of orders placed last year was $373,700,000 
against $410 million this year and against $435 million in 1959. 

Mr. Bran. And we are holding the line on the number of people. 
We expect todo a more efficient job. 

Mr. THomas. How many orders is that ? 

Mr. Bean. We have to establish all of the sources and publish these 
schedules. 

Mr. Tuomas. After you have done that, is your job done? Do they 
take that schedule ? 

Mr. Brean. Yes, and buy from it. 

Mr. Tuomas. They don’t send an order in to you? 

Mr. Bean. No. 

Mr, Tuomas. How often do you make up that schedule and how 
often is it published ? 

Mr. Bean. Well, here are tires and tubes. We make this once a 
year. Other things we make twice a year. 

Mr. Tuomas. Do you print that at one time ? 

Mr. Bran. Yes. 

Mr. Tuomas. After you print it you are through for the year, are 
you not ? 

Mr. Bran. On this particular one, yes. 

Mr. Tuomas. You don’t mean you print more than one a year, do 
you? 

Mr. Bean. Not on tires and tubes, no, but there are many other 
schedules. There are a lot to make up this total. 

Mr. Tuomas. What are the big items you buy from the schedule 
and do not buy from the store? Automobiles? 

Mr. Bean. Automobiles are a separate purchase. That is a one- 
time buy and we don’t even make a schedule. 

Mr. Tuomas. Name what you will buy from the schedule. 

Mr. Dun«ue. Office machines, tires and tubes, electric lamps, auto- 
mobile parts, and things of that nature. 

Mr. Bean. One of the biggest items is rental of IBM machines. 
Next will be the rental of automatic data processing machines which 
is another big item. 

Mr. Tuomas. What does an ordinary Ford tire cost you? 

Mr. Bean. $13.74. 

Mr. Tuomas. Is that the best quality of Sears, Roebuck ? 

Mr. Dunxte. Yes, sir. 

Mr. Tuomas. If you went toa store what would it cost? 

Mr. Duwnxte. I can’t answer that. 

Mr. Tuomas. What would it cost in your old store, Mr. Bean? 

Mr. Bean. About twice that much. 

Mr. Tuomas. There is that much markup ina tire? 

Mr. Bran. Yes, and in batteries it is worse. The difference is 
greater. 

Mr. Tomas. What does an ordinary battery cost one of your 
customers? Do you buy it from the schedule or from the store? 


What is your 
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Mr. Bran; ‘The schedule. 

Mr. Tuomas. What does a good battery cost you? 

Mr. Dounx te. ‘About $7.95 for a good car battery. 

Mr. Tuomas. If you go to Mr. Bean’s store how much will he 
ae ou? 

Petit we At least $15.95. 

Mr Tuomas. And you are giving them a bargain then? 

Mr. Bran. Sure. 

Mr. Tuomas. What about all this paper’ that the Government 
Printing Office buys? You buy their paper? 

Mr. Bran. They buy their own paper. 

Mr. Tuomas. What is the deal there? 

Mr. Bran, A committee in Congress oversees that activity. 

Mr. Tuomas. How much money could you save the Government 
Printing Office if you bought their paper ? 

Mr. Bean. No money on purchase but perhaps money on distribu- 
tion costs. 

Mr: Jonas. I thought they had about one of the best records in 
Government. 

am Bean. I —e they have. Their purchase price is as low as 

nybody can ge 
r. Tuoneas. Koa buy all the paper stocks for the other Govern- 
ment an cgee | do you not? 
Yes. 

Mn Tuomas. That is one of your big items? 

Mr. Bran. Yes. 

Mr. Tuomas. From the schedule or the stores? 

Mr. Bean. A good deal in stores. 

Mr. Tuomas. Most of it is from schedules, though, is it not? 

re Ae No, the majority in the stores. All blank papers are store 
stoc 

Mr. Tuomas. Who does the printing for the letterheads and so 
forth? You take that to the Government Printing Office? 

Mr. Dunxuz. Yes. 

Mr. Tuomas. What are two or three of your popular grades of 
paper that you buy? 

Mr. Bean. You are getting down to a detail I cannot give you off 
the cuff. I will be happy to supply it for the record. Our stock cata- 
‘log will show it. 

Mr. Tuomas. Can you pick that seg for us quickly from the catalog 
as to two or three grades of paper? 

Mr. Bean. We do not have it with us but we can insért it. 

(The information requested follows :) 


General Services Administration prices 


Item Stock No. | Unit Price 


Paper, mimeo (8 by 10% inches, white, 20 pounds) -. .......-----.--- ere Beam. 
Paper, writing (8 by 1014 inches, pig ...| 7530-245-356' 


Paper, toilet (100 rolls) heute nthe » teint dt lcsedaen ane0-a0.8770 ‘Caxton. 
Paper, towel (3,750 towels) - a 8540- wen | .do.. 
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Suprty MANAGEMENT 


Mr. Tuomas. Put pages 161, 162 and 163 in the record at this point. 


6. Supply management 


Average employment 


HIGHLIGHT 


“Policies and procedures for improving supply management in Government 
agencies are developed and their installation coordinated through continuous 
on-site assistance and by special surveys as required. The increase for 1959 
will provide for increased on-site assistance from 6 to 12 groups of major 
agencies, and increased emphasis on agencywide supply surveys.” (From The 
Budget for 1959.) 

Significant progress was made in 1957 toward furnishing constructive guidance 
and assistance to agencies in establishing a more effective and economical Gov- 
ernment supply operation. An inventory management handbook on The Eco- 
nomic Order Quantity was published for guidance of all agencies. This hand- 
book explains application of this scientific stock replenishment method to agency 
inventories which will reduce combined costs of procurement and carrying in- 
ventory. Pilot installations of this system of stock replenishment have been 
made in several agencies. Experience in 1 agency operation over a 2-year period 
showed reduction of inventories of 20 percent while serving a 42-percent ex- 
pansion in operations. Continued assistance will be given agencies in the in- 
stallation of the system in appropriate supply areas. 

During 1957 resident-supply specialists were particularly effective in evaluat- 
ing the adequacy of GSA supply support with agency officials, clarifying pro- 
cedures, improving interagency cooperation, verifying agency implementation 
of GSA personnel property management regulations, etc. They also obtained 
the review and informal clearance by agencies of numerous proposed regulatory 
or instructional releases by GSA and provided continuous on-site technical as- 
sistance to civilian agencies with respect to their personal property-management 
activities in relation to the nationwide Federal supply system. Studies were 
initiated to determine appropriate locations for establishment of interagency 
consolidated stockrooms, thereby eliminating multiple administrative stockroom 
activities of various Federal agencies located in the same building or local area. 

The increase of $100,000 for 1959 includes $94,200 for additional on-site as- 


sistance and special survey functions, and $5,800 for contribution to the retire- 
ment fund. 


Summary of performance cost 


(a) Policies and — 
(>Agency supply pract 


Retiremen 
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JUSTIFICATION 


(a) Policies and procedures 


1957 | 1958 


| 


|— 
Performance (in man-years) -_.-. d itd 2 3 7.8 | 12.9 | 14 
Unit cost__- 4 eatin , $9, 129 $10, 349 | $9, 571 

SS omer ff emverncmaeenenen 
Performance cost Di ee ee ssetaieciare $71, 203 33, 500 $134, 000 
Retirement _____._- = a 3 


$1: 
| +$6, 100 | +$6, 200 
at 


SADR ts rgectbinictitinbebshanenien ybhenierinnlonans tetusccel—-- + $140, 300 


Governmentwide policy, procedures, and programs are developed to promote 
more effective and economical operations in the fields of purchasing and con- 
tracting, storage and distribution, inspection, testing, and inventory manage- 
ment. Guidance is provided in these fields by (1) the issuance of handbooks 
and guides designed to improve supply techniques and methods to promote 
uniformity among agencies, and to provide standards against which performance 
may be evaluated; and (2) through governmentwide training programs designed 
to indoctrinate supply management and eperating personnel in the application 
of new techniques and methods responsive to changing economic conditions. 

Activities in 1959 will be continued at approximately the 1958 level. 


(b) Agency supply practices 
1957 


Performance (in man-years) ; we cboneonttan : 13.6 
Unit cost i bids d $9, 298 


Performance cost. ------ aa $126, 454 Ef $181, 500 / $275, 200 
Retirement. sae acphthaag tie oegaibia De ie Ee et iS ak ee taeda +$9, 900 +$15, 500 


Total estimate $191,400} $290, 700 





Funds requested for 1959 provide additional staffing in connection with con- 
tinuous on-site technical assistance to all executive agencies, augmented by 
detailed surveys as necessary, to assure effective supply-management policies and 
direction within each agency. This will also permit integration or coordination 
of all supply operations within the Federal supply system, and prompt dis- 
covery and correction of deficiencies through current knowledge of changing 
programs, conditions, and plans of each agency. 

Civilian agencies have been divided into 12 groups, varying from 4 to 5 per 
group, and each group is to be assigned a resident supply-management specialist. 
Funds in 1958 provided for only six such specialists. The request for 1959 
provides six additional positions to completely staff this function. 

The groups are centered around 12 major civilian agencies, each having 
numerous constituent bureaus accounting for over 99 percent of the supply 
expenditures in civilian agencies. Approximately 40 smaller agencies are also 
included in these groups. 

The request for 1959 also provides for an increase of 4 survey specialists over 
the staffing of 2 provided in 1958. The program contemplates surveys of: 

1. Commodities or functions on a nationwide or area basis to develop re- 
quirements as a base for determining appropriate methods of supply. 

2. Commodities which lend themselves to centralized procurement and/or 
distribution or to agency assignments. 

3. The practicability of establishing area purchasing offices to serve Federal 
agencies within a specific geographical area. 

4. The need for secondary distribution points in various cities throughout the 
United States as a means of decreasing the number of individual Federal-agency 
stockrooms. 

5. The extent to which cross-servicing can be accomplished between and 
within Federal agencies, and the feasibility of consolidation of Federal agency 
duplicating facilities in buildings where a number of Federal agencies now 
maintain individual facilities. 
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The limited staff available in 1958 is not adequate to cover all phases of the 
supply-management program, thereby retarding its overall effectiveness. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and staffing.—$342,100 for average employment of 41 in 1959, 
an inerease of 10.2 over 1958 as justified under respective subactivities. All 
employment is departmental. 





(a) Policies and sdures 
(0) Agency supply practices 





a ciel wen cas teens onder eicidictomigemeanicubda eon 
Total average employment 


Other objects.—$88,900, or 20.6 percent of estimate, provides: 

(1) $35,500 for 34 employees in travel status for approximately 1,543 days 
at $23 to extend studies and surveys to field installations of other agencies as 
a means of improving the Federal supply system. 


(2) $25,100 for printing and reproduction of governmentwide regulations, 
procedures, and handbooks in various areas of supply management. 

(3) $21,800 for contribution to retirement fund. 

(4) $6,500 for normal office expenses. 


Mr. Tomas. Here is the supply-management item of $431,000 
against $331,000 last year. This is an item you should charge against 
your depot. 

Mr. Brean. No; this is work we do mostly with respect to supply 
problems of other agencies. 

Mr. Tuomas (reading) : 

Policies and procedures for improving supply management in Government 
agencies are developed and their installation coordinated through continuous 
on-site assistance and by special surveys as required. 

Mr. Bean. We have a number of programs here, savings from any 
one of which would pay the whole thing. We have just issued a 
manual on inventory control, and we are doing some work in that 
area with each of the agencies. I expect that will develop a saving 
which will more than pay for this whole thing. For instance, it costs 
the agency which writes an order about $6 for a line item that they 
put on an order. 

Mr. Tuomas. We have talked to a lot of agencies here, and we have 
yet to find our first one to show a decrease in stock inventories. All 
we hear is that every year they have been held too close and they need 
more supplies in the supply room. 

Mr. Bran. That is a problem of human nature. The further we 
go with this, we will show better stock control. 

Mr. Tuomas. You think it is worth the money ? 

Mr. Bean. I know it is worth the money. 

Mr. Tuomas. How will you prove it is worth the money? The best 
proof would be how much these agencies reduce their stocks. 

Mr. Bean. Here are the results of a 2-year test conducted in the 
Department of Commerce; they show the reductions made in there ? 
I haven’t dollar tabs on it, but you can see that the volume of work 
decreased. 

Mr. Tuomas. This is Department of Commerce / 

Mr. Brean. Yes. 
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Mr. Tuomas. Number of stock-replenishment orders decreased 61 
percent. 

Mr. Bran. Those orders cost on the average of $25 to prepare one 
and get the goods in. 

Mr. Tuomas. Out-of-stock decrease, 77 percent. How about doing 
one on the National Advisory Committee for Aeronautics? They 
carry a big stock there. 

Mr. Bran. Mr. Floete just signed an order that will make this 
concept mandatory on all agencies, and as rapidly as we can go to 
them and teach them how to manage inventory we will get savings 
like this in each of them. We have it in some of the oddest _ 
too. We have it in the Civil Service Commission, Library of Con- 
gress, in the Department of Commerce, in Labor. 

Mr. Tuomas. The Civil Service Commission perhaps needs a lot of 
it. They buy a lot of forms and paper. 


CENTRALIZED STOCKROOMS 


Mr. Bean. Here is another thing: We found in practically every 
principal city there is a concentration of Government.employees and 
there is a lot of demnand for the stocks we normally carry in our ware- 
house. Yet every one of the agencies has a stockroom. 

We are opening in Washington here, on an experimental basis, in a 
place where there are about 3,600 employees in a small radius, a single 
stockroom, so they can eliminate all the rest of those things and come 
down by hand like a cash-and-carry grocery store and pick up the 
supplies and take them upstairs to their offices. 


EMPLOYMENT 


Mr. TxHomas. How many employees do you have in this activity? 

Mr. Bran. 31 in 1958 and 42 are requested for 1959. 

Mr. Tuomas. Are they all located in the central office? 

Mr. Bran. Yes, sir, and working with the other agencies of Govern- 
ment here. 

Mr. Tuomas. They don’t get in the field? 

Mr. Bean. Yes. On this inventory management project we have 
to go to places where there are concentrations of Government em- 
ployees to conduct our training program. 

Mr. Tuomas. You want $35,000 plus for traveling? 

Mr. Bran. That is right, and that is for these various training 
programs. 

Service Drrection 


Mr. Tuomas. Insert page 165 in the record. 
(The page referred to follows:) 


7. Service direction 
Average employment 


Amount 
Depart-| Field 
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HIGHLIGHT 





General direction over all programs assigned to Federal Supply Service is 
provided in the central office by the Commissioner of FSS, his associate, and two 
Assistant Commissioners, assisted by the staff of an administrative officer and, ii 
in the field, by a regional director for FSS in each of the 10 regions. Cost of ui 
penalty mail for all activities under this appropriation, except “Utilization and Hh 
sales” which is financed from proceeds of sales, is provided. Hy 








ne naicaianande cists 
Penalty mail cost__- 





Performance cost 
Retirement 


Total estimate...2500 jit... i sk eee ok es 


EXPLANATION OF DISTRIBUTION BY OBJECTS 






(See activity data sheet.) 
Persunal services and staffing.—$404,400. Continues staffing at 1958 level. 
Distribution by central office and field follows: 
















Re Oe Rsk os nee. ds ccewedelesnvenebee 
RE Sa I os rete cntitiduiniccdelibonnutebabuntes 











Other objects—$121,100, or 23 percent of total estimate, provides $41,000 for 
penalty mail costs and $26,300 for contribution to the retirement fund. 

The remaining $53,800 provides: 

(1) $12,000 for travel based on 480 days at $25. 

(2) $16,000 for printing requirements. 

(3) $2,200 to assist in financing Government Patents Board. 

(4) $23,600 for normal office expenses. 


Mr. Tuomas. You show 48 people here. 


General direction over all programs assigned to Federal Supply Service is 
provided in the central office by the Commissioner of FSS, his Associate, and 2 
Assistant Commissioners, assisted by the staff of an administrative officer and, 
in the field by a regional director for FSS in each of the 10 Regions. 









ADMINISTRATIVE OPERATIONS 


Administrative operations, page 167. What does this cover? 

Mr. Meptey. This is the administrative support for the activities 
Mr. Bean has just discussed. 

Mr. Tuomas. Mr. Medley, you get higher priced every time we 
reach you. You were not as high on Public Buildings, were you? 

Mr. Mepiey. Oh, yes. 

Mr. Tuomas. Insert page 167 in the record. 
(The page referred to follows 5 





22311—58—pt. 2——_15 
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8. ADMINISTRATIVE OPERATIONS 
HIGHLIGHT 


Financial, administrative and legal services, management supervision, regional 
direction, and legislative and information services to support this program are 
provided by the integrated staff organization of GSA financed by transfers to 
the administrative operations fund from funds provided for the respective 
programs, 

Funds provided for this support in 1957 and 1958 were based on the best esti- 
mates then available of the workload and costs involved. Since those estimates 
were made, the system of cost distribution required under AO fund legislation 
has been installed and reports of such costs during 1957 became available for 
use in preparing estimates for 1959. 

This estimate is based on a projection of 1957 cost distributions to support 
operating programs proposed in estimates for 1959. This partially corrects the 
unbalanced financing reflected in the estimates for 1957 and 1958. 

Cost distribution reports for 1957 disclose a cost of $1,007,338 for administra- 
tive operations support for the OB-FSS program of $4,180,000 appropriation, or 
24.1 percent. The estimate for 1959 includes $926,000 at the reduced rate of 16.9 


percent of the estimate of $5,480,000 for this item, including $50,900 for payment 
to retirement fund. 


1958 1959 
financing estimate 





Distribution of cost by subactivity: 
(a) Finan i 


(d) Legislative and information services 
(e) Management supervision 


Performance cost 
Retirement 


Estimated man-year equivalent 
Workload for selected functions: 
Financial services: 
Employees payrolled 
: — processed - - 
pe collections, and miscellaneous documents 


Audits peeeeeee: 
Contract. 
Internal 
Administrative services: 
Personnel, employees serviced 
Compliance investigations 
Personnel ony eee 








Mr. Tuomas. What is the green sheet ? 

Mr. Mepiry. These are the summary data sheets on all of Mr. Bean’s 
activities which are financed from operating expenses, FSS, which we 
just discussed. 

Mr. Tuomas. Don’t you get in there for a little? 

Mr. Mepiey. We do not include AO employment on that green 
sheet, but in the consolidated green sheets in the Sooke the book. 

Mr. Tuomas. How much money does Mr. Bean get on this page? 
The front page was about $5,430,000. Do you give him the same 
amount on this? 

Mr. Meptey. The total is $5,480,000, of which $4,554,000 is for Fed- 


eral Supply Service activities and $926, 000 is for administrative oper- 
ations. 
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Expenses, Suppty DistrruTion 


Program and financing 








1957 actual 1959 estimate 





1958 estimate 






Progee by activities: Hid 
. Stores activities: ie 
Stores operations.--.__._. 

Space and related costs__ 

2. Buying operations. -----_.-_- 

3. Inspection operations... .__- 

4, Administrative operations..... 









5. Relation of costs to obligations Seat Wn 
Costs financed from obligations of other years (un- 

id undelivered orders), net (—)_.......--...--- ID Bs cities since tin tittedikonn< 

Sl eee incurred for costs of other years (un- j Wo 

id undelivered orders), net...................--|-----.-..---.. 22, 466 28, 200 

Total Eom (obligations)... .. 2-225 20022-22 15, 026, 963 17, 765, 000 19, 500, 000 
Financing: Unobligated ce no longer available. ..........- GER ia etecch tee ick en 
Appropriation (new oobligatinal authority) -__........... 15, 070, 000 17, 765, 000 19, 500, 000 





Object classification 





1957 actual | 1958 estimate 


— 

















Total number wd owes p> RUM, Sole ks te ae 1,911 
Full-time equivalent of all ot positions... ..............-..- Po 
1, 


Number of employees at end of year. __.._......-_-._---.----- 


1, 723 

99 

Average number of all employees .-.-........-+...-.-.----.-.- 1, 571 
1, 643 1, 873 








Average GS grade and salary.--._...........-... ns cent de disla as 
Average salary of ungraded positions_...--..............------ 





01 Personal services: 














Oreste WONG sa 6s be chess 4. - diian ig ba8s enka $6, 575, 369 $8, 125, 100 
Positions other than permanent....................-.- 433, 342 264, 

et ae i et ee oe 366, 386 34, 100 

Total personal services... ...........---.--.--.--..-- 7, 375, 097 8, 423, 700 

RUNS ci nic Ssnnang dana salidwasss oadbddnthiseetaall 104, 780 117, 000 
@ Transportation of thimgs....................-............. 329, 500 434, 000 433, 000 
04 Communication services. --.----- nennseddbbe susie eueee 250, 613 267, 000 272, 000 
06 Rents and utility services...............-...-...-.--..--.- 2, 075, 893 2, 359, 400 2, 538, 400 
06 Printing and reproduction... ..............-..L.-........-. 312, 657 350, 500 370, 200 
07 Other contractual services.........--......-......---.-.-- 1, 199, 767 1, 424, 100 1, 829, 500 
Payment to “Administrative operations fund’’__...__- 2, 990, 000 3, 449, 000 3, 825, 000 
Services performed by other —— Sissi Js 50 HS. 85, 293 87, 000 90, 000 
08 Supplies and materials......................... CE andutesp 232, 663 , 300 283, 000 
TE ime | 29, 846 30, 700 28, 900 
11 Grants, subsidies, and contributions. _-_....._...........-}....--...--..- 509, 100 569, 900 
13 Refunds, awards, and indemnities....................-.-. 30, 659 33, 000 33, 000 
ae ee os ee ee 10, 195 11, 200 11, 000 
OE tts g ina ani eninniniovcdanetotaaiaaii at 15, 026, 963 19, 500, 000 









Mr. Tuomas. Let us go to stores. Insert pages 172, 173, and 174. 
(The pages referred to follow :) 


“ExPENSsES, SupPLY DISTRIBUTION” 


Summary reconciliation of 1959 estimate to 1958 funds 





(a) 1958 appropriation in annual act 
(b) Increases in 1959: 
Handling increased sales, $256.7 million to 

eee: MEL, ~ di Sinica ct $1, 685, 000 
Nonrecurring space costs<..2..<-<..-...-<... 


Total: estimate for 190i ose bn oa ean SL 
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Analysis by activities 





Activities 1958 Additions | 1959 estimate 


—-— es =| sn 


1. (@) Stores operations.__-......-.--...------- phintandee $6, 542, 700 $465, 600 
1. (6) Space and related costs__- ULE beehobiescadkoes ce $ 525, 800 
2. Buying operations . haa dt lense a 173, 500 
3. Inspection operations ibis. Se 

4. Administrative operations 


ES aS eS 








“Hepenses, supply distribution” 
ah de oe Sk SE dn enon renonennprensseenatilt $17, 765, 000 


GENERAL STATEMENT 


“This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities and services are sold to Government 
agencies from stocks of 12 supply depots or by direct delivery from suppliers, 
whichever is more economical. Cost of commodities and services is initially 
financed from the general supply fund, subject to reimbursement by ordering 
agencies. Total sales for 1959 are programed at $292.6 million, as compared with 
$256.7 million programed for 1958, and $225.1 million for 1957. The progressive 
increases in the sales reflect progress toward centralizing the procurement and 
distribution of common-use supply items in the General Services Administration. 
The appropriation request for 1959 provides for increased cost of operations and 
staff support for $35.9 million increase in sales” (from the budget for 1959), 


APPROPRIATION LANGUAGE 


“Expenses, supply distribution: For expenses, not otherwise provided, neces- 
sary for operation of the stores depot system and other procurement services, 
including contractual services incident to receiving, handling, and shipping ware- 
house items ; not to exceed $250 for purchase of newspapers and periodicals; and 
not to exceed [[$117,000] $150,000 for expense of travel; [$17,765,000] 
$19,500,000.” 

JUSTIFICATION 


Steady progress has been made during the past 4 years toward increasing the 
use of GSA supply and distribution facilities by both military and civilian agen- 
cies. Continued expansion is expected under the military supply support pro- 
gram as additional items requested by DOD are stocked, purchase assignments 
are implemented, and the overseas supply projects are developed. Nominal 
changes only are contemplated in sales to civilian agencies. Comparative data 
for the 4-year period ending June 30, 1957, and estimates for 1958 and 1959 
follow: 

{In millions of dollars] 





Civilian Total 
agencies 
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The estimate of appropriation of $19,500,000 for 1959, an increase of $1,735,000 
over the $17,765,000 for 1958, provides for handling the $35.9 million increase in 
sales. Increased sales are expected from : 

Million 
1. Increased use of stores by DOD including addition of new stock items 
such as some 1,200 items of handtools, and full-year operation of the 
program to support Air Force overseas installations from San Fran- 


cisco and New York warehouses... ..-..--~..-.--L-----..---..-. $15. 2 
2. Implementation of DOD purchase assignments for paper and paper prod- 
ucts and household and quarters furniture_______._._-____--__-----__ 18.5 


8. Miscellaneous items, including $1.2 million to military agencies and $1.0 
million for civilian mgemeless [. 20220 a 





Total 35. 9 


As the result of unwillingness on the part of the owners to sell the Franconia, 
Va., warehouse facilities under lease-purchase arrangements, as contemplated in 
the budget for 1958, it became necessary to continue rental payments under leas- 
ing arrangements. The amount of $469,000 required in 1958 for that purpose 
insofar as space assigned to the supply depot is concerned, will be absorbed within 
the current appropriation. The estimate for 1959 includes $542,000 for continued 
rental of the facility and assignment of a larger area to this activity. The 1959 
estimate for warehouse space also reflects increased areas required at other 
locations to handle the expanded volume of sales including the substitution of 


excess Government-owned space in lieu of leased space for the Boston and New 
York depots. 


Savings resulting from lower prices obtained on large-scale purchases during 
1957, after considering normal purchasing practices of ordering agencies, 
amounted to $57.9 million. Program expansions contemplated in this estimate 


are expected to increase savings from these activities to $65 million in 1958 and 
$73 million in 1959. 


Sales volume and cost data for 1957-59 follow. 


Mr. Tuomas. We are still dealing with expenses, supply distribution, 
but this isthe stores portion. Isthatcorrect? 
_ Mr. Froere. No, sir. You are just starting on the supply distribu- 
tion program. 
INCREASE IN TOTAL SALES FOR 1959 


Mr. Tuomas. Stores operation goes up this year to $7,008,300. 
Space and related costs increases $525,800, giving you a total of 
$3,493,900. Buying operations goes up $173,500 to $3,929,300. In- 
spection operations increases $194,100 to a total of $1,243,500 for 1959. 
Here is administrative operations we mentioned a while ago, an in- 
crease of $376,000 giving a total of $3,825,000, a grand total of $19,- 
500,000 which is an increase of $1,735,000 over last year. 


INCREASE IN SALES PROGRAM 


Why the increase? Total sales for 1959 are programed at $292.6 
million as compared with $256.7 million for last year. 

Is that the answer ? 

Mr. Bean. Yes. We are now starting out on several very extensive 
programs. ; 

Mr. Tomas. Increase of about $40 million in 1959 over 1958 ? 

Mr. Bean. I have an up-to-date list of new programs right here 
totaling $65 million which are now firm and which we have started to 
work with. We had to make the estimates up 3 or 4 months ago. 

Mr. Tuomas. You are $25 million ahead of them. 

Mr. Bran. We have some very excellent programs here. This over- 
seas support of common-use items for the Air Force is a big item. 
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Mr. Tomas. Let me run over these tables quickly and then you 
tell us what you will do that is not set out in this justification. 

Turn to page 173, gentlemen, and look at these figures. 

In 1954 you sold $40 million to the military agencies and about 
$63 million to the civilian agencies, around $102 million in total. 

Tn 1958 it goes up to $256 million. You can hardly put your finger 
on the savings, but with that much increase there is bound to be 
savings someplace. 


SAVINGS AND EFFICIENCY IN OPERATIONS 


Mr. Bran. We can well justify 25 percent savings. There is no 
question about that at all. We have instituted many work-saving 
measures, too. We have a tight control over all this money. As a 
matter of fact, we do it just as we did it in Montgomery Ward. I 
consider this like going to a bank and asking for a loan to finance 
operations and when I get it I operate on the boys and pinch money 
until all of those eagles scream. 

Mr. Fuoere. I can swear to that. 

Mr. Bran. We reduced the cost of our operations down to the point 
where there is no similar operation in industry any place in the United 
States that can compete with us. 

Of course, we have some natural advantage by not paying rent in 
some locations and not paying taxes, too. But even if you add that 
we are still beating them. 

Mr. Tuomas. How much? 

Mr. Bean. About 15 percent. 

Mr. Tuomas. How much rent are you paying in Franconia? 

Mr. Bran. Too much. 

Mr. Tuomas. $1.10 a square foot or $1? 

Mr. Bean. 75 cents a square foot or $470,000 per annum for stores 
space. 

Mr. Frorre. We can make no deal to buy that, either. That was 
authorized under the lease-purchase program. They will not deal 
with us. 

Mr. Tuomas. How much excess space do you have out there that 
you do not need ¢ 

Mr. Bran. We will have to transfer one of our tenants out and take 
on more space because we are outgrowing what space we are occupying 
now. 

Mr. Tuomas. Your rent bill is not $940,000 a year; is it ? 

Mr. Bean. Total leased cost is $940,000; however, only $470,000 is 
for the supply depot. The balance is paid by other tenants such as 
Government Printing Office, et cetera. 


SUMMARY OF GENERAL SUPPLY FUND OPERATIONS 


Mr. Tuomas. Let us insert-this table on page 175 in the record. 
(The table referred to follows :) 
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General supply fund operations—Summary of workload, sales, purchasing, and 
cost data 












































1958 
actual estimate estimate 
A. Stores items (million dollars): 
Purchases for direct delivery __.....................--- $12.1 18.3 ste 0 
Net changes in undelivered orders__................... —.2 SON ie ine Bleak 
Sales by direct delivery_................-..----.--. 11.9 17.0 24.0 i 
Sales from depot stocks.__......................... 111.5 124.9 134. 1 il 
PE IIE FO od bn nde shidiniate tole bates Sain 4.9 5.3 5.3 
Total sales (stores items) 128.3 147.2 163.4 
Military agencies... ...........25..-..22 “a 81.2 97.1 112.0 
Civilian agencies. ....................... paca 47.1 50.1 51.4 
Unit costs (per se of sales): 
os tll ee aR i ARE A fight 8. 61 8. 43 8. 12 
Space an rela ape Meee: ITO 1.96 1.98 2.04 
Contribution to retirement fund... ...............}...----.-.--.- 44 44 
Total unit cost (per $100 of sales) _.-_......-...-- 


Performance cost (by activities): 
Ti, SEU I ai i caters ees nineteen 






(a) Storage and issue. -_..................-.- 
(6) Space and related costs__..__..__...- a 
, aay UROERE Se eo isn ce tbdn Stan 
Bi | 
. Administrative operations.--___- cheaernatbanae 
Contribution to retirement fund_-__._..........-}-- 


we Oh 


Total, performance cost... ......_.._- 








Operating expenses... ...................- i 400 3, 400 
Space and related costs_.._.............-. 2 310 510 2, 919, 500 3, 341, 500 
Contribution to retirement fund___.._____|-.-__-______- 5 9, 300 


B. Nonstores items (million panne 





























hs iasleoniintabmaaneitatiintecimiia dai inateets tblinteh dade aE Ces 97.5 110.0 130.0 

De GNIS 4. «sk. chocochacaadwoonsdbbinsdece 22.0 34.5 54.5 
CRUE QI inininsns once dacaludsodeecuccass 75. 5 75.5 75.5 
Net change in undelivered orders... ..._..............-- —.7 —.5 —.8 
Total sales (nonstores items) -_-._.................-..-- 96. 8 109. 5 129.2 
Paid direct by other agencies__.__..._.......__-.. 26.7 26.7 26.7 

OG COU GE 6 oo csc ceriwcsss scsc casi sacsssus 70.1 82.8 102. 5 

Unit cost (per $100 of sales) _.._..................-.--- 1.58 1.56 1. 53 
Contribution to retirement fund.................-}..---..--...-- . 08 .08 
Total cost (per $100 of sales) _......_....-- 1.58 1. 64 1. 61 












Performance cost (by activities): 

i SE CI a ncnutn taiis cain dnbientitinendd 
3. Inspection operations. __..-.....- eget ~ 
4. Administrative operations. __...................- 













Operating expenses. .-.............-........- 
Contribution to retirement fund__.___.____-- 


Total, performance cost... _-.__-- 






Total sales (million dollars).. ......... ~.......--...------. . 256.7 5 
pO eee eee ot 6.70 6. 63 6. 35 
Total, en cost - csecgadbsss <Wesniietteoncenha 15, 088, 393 17, 030, 500 18, 572, 300 


DIN. s006-00---+-<scseaeee-stenche a et one 734, 500 827, 700 


Total performance cost, adjusted basis...................- 15, 088, 393 7, 765, 19, 400, 000 
Unit cost per $100 of sales (including retirement) - . 6. 

















Total, performance costs_...........-- > abelian 
Jves sais oc Cie eaecksmediirenentenuconaseauent 
Less difference between estimated and actual administra- 
CVO GSE REID Gites d6n tp clhh= 002 nde neecnn- @itteees 


Total, financing 


Srores OPERATIONS 





Mr. Tuomas. Put page 176 in the record at this point. 
(The page is as follows :) 
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1 (a) Stores operations 





Average employment 


Amount 
Depart- Field Total 


—— | —— 


\ . 1, 096. 6 
I le ep 1 | +85. 8 +88. 9 


| 1 ee 
ant Sake cy 1-9 37.3} 1, 148. 2 | 1, 185.5 








HIGHLIGHT 


“Stocks of common-use commodities are received, warehoused, and sold at 
cost to Federal agencies through a nationwide system of supply depots. Continu- 
ous increase in stores sales is shown in the following figures : 1954, $52.8 million ; 
1955, $75.9 million; 1956, $96.4 million; 1957, $116.4 million; 1958, $130.2 mil- 
lion; and 1959, $139.4 million.” (From the Budget for 1959.) 


JUSTIFICATION 


The unit of measurement is sales from stores stock, including the fuel yard. 





Sales (millions of dollars) 


1957 | «1958 1959 


Stores items sales ‘ 147.2 163, 4 
Deduct direct delivery . ; ‘ 9] —17.0 —24.0 


Sales from stores stock. -. 130. 2 139. 4 
Unit cost (per $100) 5; ‘ 4.81 4. 80 


Performance cost 6, 262, 000 6, 693, 000 
Retirement ; : +315, 300 


— 


Total estimate 7, 008, 300 





For the past 4 years, actual stores-shipped sales have shown a steadily 
increasing growth, caused chiefly by increased participation of military agencies 
in the stores program. It is expected that this growth will continue each year 
until the full potential of DOD for stock items is reached. This greater reliance 
by the DOD on GSA stores facilities has been evidenced by arrangements made 
last year with the Air Force to supply their installations in the Far East Com- 
mand direct from the San Francisco stores depot. Similar arrangements have 
recently been concluded to supply Air Force installations in the European 
theater from the New York stores depot. 

Shown below is the distribution of stores stock sales between military and 
civilian agencies, actual for the past 4 years, and estimated for 1958 and 1959, 
in millions of dollars : 

[Millions of dollars] 





1955 | 1956 1957 1958 1959 


Military : 3 0 | 71.7 $84.6 $93. 0 
Civilian 2 5. 44.7 45.6 46.4 





116.4 130.2} 139.4 
| 





EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing —$5,076,000. Provides for 88.9 additional man- 
years to handle $9.2 million increase in sales from stock. 

Other objects.—$1,932,300, or 27.6 percent of estimate, provides— 
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(1) $40,000 for 1,739 travel-days at $23 per day by central office officials to 
provide technical guidance and assistance at regional offices and by regional of- 
ficials at each of the 12 locations for extension and improvement of storage and 
distribution operations. 

(2) $300,000 for deliveries of orders within local free delivery zones. 

(3) $245,000 for rental of materials handling equipment from GSF. 

(4). $150,000 for printing of invoice shipping documents, other forms for field 
use, and for printing procedures and regulations. 

(5) $550,000 for contractural services, including use of GSA motor pools. 

(6) $225,000 for pallets, packing and crating materials, and supplies. 

(7) $20,000 to provide equipment for new positions, 

(8) $315,300 for contribution to the retirement fund. 

(9) $87,000 (1.2 percent of total estimate) for normal office expenses, in- 
eluding communications, awards, and taxes and assessments. 
Application of costs.—All costs are applied to stores stock sales. 


Mr. Tuomas. Your sales are going up all the time, are they? 
Mr. Bran. Yes. 
Mr. THomas. How many stores do you have now? 


Mr. Bran. Ten stores. We also have two branches in Los Angeles 
and Cleveland. 





SALES BY REGIONAL STORES 





Mr. Tuomas. List your stores and the amount of business you do in 
each one. You do not set it out in your justifications. 

Mr. Bean. We will furnish it. 
(The information requested follows :) 


Fiscal year 1957 sales from stock 
[In millions] 





Amount || Region 





i | hee senbesienee $4.2 9 | San Francisco. ..............-. $8.6 
BE FUE NU iiss cnhaeewecuin 11.2 Los Angeles. .................. 5.8 
SF Were on ss dae 19.4 10 inten duacapiitbtensie < 6.8 
© 4 Didi chasthvsidndeewenda 15.5 —_—_—_ 
GO Pack BAS co ccdctcncce 5.6 Total warehouse sales___. 111.5 

COGNE | 5 oon Ss... ccigkes 4.1 Total fuel sales. ......._- 4.9 
OF FE I certo scnocnenans 7.0 ——_ 
7} Dallas__._-- quake cbwanssaanwe 12.5 Grand total. ........-... 116. 4 
S bisa desided dan ccatbaibrde 11.0 


















Mr. Tuomas. Which is your biggest store now ? 
Mr. Bran. Franconia right now. In the coming year it could be 
New York. Weare moving to Belle Meade in the next 2 or 3 months in 
Government-owned space there, in more space and better space, and 
then with the increase in business that that location will get because 
of overseas supplies support it could well become the largest operation. 

Mr. Tomas. You eae cost of your stores operations of $6,542,700 
for 1958 against $7,008,300 for 1959. 


EMPLOYMENT 


How many people do you have in the field, 1,200 or 1,300? 
Mr. Meptey. 1,253 in the field for 1959. 

Mr. Tuomas. To operate the 10 stores? 

Mr. Meptey. Yes; 10 stores and 2 branches. 

Mr. Tuomas. The people in your warehouses have a big job. There 
is no loafing going on there; is there ? 
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Mr. Bran, That is one of the fastest operations in Government 
right now. As a matter of fact, in 7 out of the 10 regions we have 
been able to engineer standards for each one of those warehouses 
because standards for output by man have to be different. 

Mr. Tuomas. Let us see the green sheets on those people. What do 
you pay those people in the warehouses? What do the green sheets 
show ¢ 

Mr. Meptey. Well, 785 are on wage board. 

Mr. Tuomas. Out of your 1,200 employees, 785 are on wage board? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What do you pay your managers of your stores out 
there ? 

Mr. Daty. The chiefs of most. of the Stores Divisions are GS-13. 

Mr. Tuomas. You mean your store manager is a GS-13? 

Mr. Bran. Yes, sir. He is employed at a starting salary of $9,000. 

Mr. Tuomas. You have one GS-13 at each one of your stores? 
Do you have any GS-11’s and GS-12’s? 

Mr. Beran. It depends upon the size of the installation, Mr. 
Chairman. 

Mr. Tuomas. I do not know of any small ones, and I think I have 
been in all of them. 

Mr. Daty. In Boston, for example, the Chief of the Stores Division 
is a GS-12. 

Mr. Tuomas. Those people are pretty efficient. They get in there 
and turn out the orders. 


SPACE AND RELATED Costs 


Then you have to pay for the space costs for your stores. Put pages 
178 and 179 in the record. _ 
(The matter referred to is as follows :) 


1 (b) Space and related costs 


Average employment ! 


1 No direct employment. 
HIGHLIGHT 


Space is provided for housing inventories and facilities required for operation 
of the nationwide system of stores depots. 
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JUSTIFICATION 


Costs are related to stores inventories as follows: 








Inventories in depots excluding fuel (millions) . $44.5 $50. 9 
Unit cost (per $100) $6. 56 $6. 56 


$3, 341, 500 
+52, 400 


Total recurring costs $3, 393, 900 
Nonrecurring moving and other space costs 9 +$100, 000 


Total estimate $3, 493, 900 





Ustimate reflects space required to reach a 3.0 stock turn by the fourth quarter 
of 1958 and to continue this stock turn through the fourth quarter of 1959. A 
stock turn of 3.0 is considered adequate to provide an economical level of stores 
service, based on this sales volume. The estimate also contemplates improving 
the utilization of storage space by providing for $9.53 of inventory per square foot 
during 1959, as compared with $9.46 at the end of 1958, and $8.58 at the end of 
1957. 

This estimate assumes acquisition of excess Government-owned space to 
relocate the stores activities in the Boston and New York regions from leased 
facilities. No funds are requested for payment of rents at these locations during 
fiscal year 1959. Provisions are made, however, for certain nonrecurring costs 
at the proposed relocations. 

Details of space requirements and costs are given in the following tabulation: 





Sales (annual year-end rate in millions, excluding fuel) -- 
Inventory, end of year (millions, excluding fuel). ... 
Stock turn ratio, end of year. 

Inventory per square foot 





Total square feet required -- ae 
Deduct: Government-owned space (square feet) - ateielasattiien: taal 





Leased space, square feet_- 
Average cost per square foot, rents and utilities in leased space. 


Cost of leased space and utilities... ____- $1, 673, 618 
Cost of utilities in Government-owned space___.__........._-- 171, 499 


| 


Total rents and utilities______- , a ; 1, 845, 117 
Janitorial, guard service, and other e xpense . - Liat 665, 393 


te 
~ 
a 





=| 3 


+ 
s|28|se\s8 


Total performance cost .. jan Sere! 2, 510, 510 | 
Retirement (through BM fund) - abea>sbsaaaeestes 





Total recurring costs... -.- 
Nonrecurring moving and other space pet AEE SBE 


5 





Total estimate____.__.___- 


2) +9 
8/5 


| 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Other objects.—$3,493,900, including : 

(1) $2,275,400 for payment to the BM fund for rental of warehouse space. 

(2) $1,118,500 for payment to the BM fund for janitorial, guard, maintenance, 
and related services, of which $52,400 is for retirement fund contribution. 

(3) $100,000 for nonrecurring moving and related expenses incident to reloca- 
— of stores activities from leased space into Government-owned space during 
1 59. 
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Application of costs 


1959 





$2, 968, 100 | | $3, 393, 900 


1957 ra 
100, 000 


1. Stores items A Caen. Sa enamne 8. 510, 510 
2. Nonrecurring moving and other space costs Y 


| 
Buytne OPERATIONS 


With reference to your buying operations, we will insert at this 
point in the record, page 181 of the justifications. 
(The page referred to follows :) 


2. Buying operations 


Average mace ment 


| Amount 
| 
1 


iasbiih uta |. Field 





q 
i 


1958 $3. 755, 800 177.4 | 
Cc hange__ ate . . ad _ +8, 4 be 


195.8 | 


HIGHLIGHT 


“Commodities are procured (a) to maintain inventories at stores depots to 
insure availability in advance of sales orders; and (0b) for direct delivery to 
agencies” (from the Budget for 1959). 


JUSTIFICATION 


The unit of measurement is the value of yoeeneee< orders issued. 


Purchase orders issued (million dollars): 
Stores items___- -- 


i sinc tnt én » $157.2 $169. 8 
Nonstores items. . - e454 ; 97. 110.0 130.0 


a 22. ~ $267.2 | "$299.8 
Unit cost (per $100) - nin tat os sedan hen . 40 $1. 34 $1. 25 
Performance cost 


a ee i ha eid (113,753 | $3,576,200 | $3,735, 800 
Retirement +$179, 600 +4198, 500 





Total estimate 





The volume of stores items buying is determined by the volume of stores sales, 
discussed under activity “1 (a) Stores operations.” With due regard to increased 
inventory requirements, purchases must be made sufficiently in advance of issue 
to insure availability. Determination of the method of supply i. e., from stock or 
by direct delivery, is a function of the buying specialist. As compared to a 5.0 
percent increase in total stores stock buying for sales from depots in 1959 over 
1958, the buying of stores items for direct delivery increases 31.1 percent. Pur- 
chases of nonstores items are expected to increase by $12.5 million in 1958 over 
1957 and by an additional $20 million in 1959, The increases are for the military. 
In 1958 the increases consist of: $10 million additional household and quarters 
furniture, $1.5 million of paper and paper products representing the beginning of 
buying under a DOD purchase assignment, and $1 million of miscellaneous items. 
In 1959 the additional purchasing consists of: $6 million of household and quar- 
ters furniture, $12.5 million of paper and paper products for the full year, and 
$1.5 million of miscellaneous items. 

Costs include review of specifications, prices and sources; evaluation of items 
offered by suppliers which differ from specifications; development and issuance 
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of invitations for bids ; awarding and administering contracts : inventory manage- 
ment; and determination of whether merchandise should be supplied from stock 
or by direct delivery. 

The above unit costs are weighted averages, influenced by the relative changes 
in volume of stores and nonstores purchases. Costs by type of purchase show a 
steady improvement as indicated in the “Application of costs” section which 
follows the “Explanation of distribution by objects.” 


Mr. Tuomas. You show an increase this year of $173,500 and your 
total estimate for 1959 is $3,929,300. 


EMPLOYMENT 




















How many people do you have there? 

Mr. Daxy. 599 for 1959, and for this year 581. 

Mr. Tuomas. You show an increase of 18? 

Mr. Dany. Yes, sir. 

Mr. Tromas. You state that commodities are procured to maintain 
inventories at stores depots to insure availability in advance of sales 
orders and for direct delivery to agencies. 

Where are these people located? You have 600 people buying and 
you have how many selling or filling the orders? 

Mr. Bean. There are quite a lot of them. 

Mr. Tuomas. Less than 1,400, and it looks to me as if you have too 
many here in your storage-operations figure. You have less than 1,400 
filling the orders here. 

Mr. Bean. The buying figure is broken down about 60-40. About 
60 perent of the workload is for stores buying and 30 percent is for 
nonstores items and nonschedule items for direct delivery which the 
stores people do not handle. We do a lot of that as an accommodation 
to other agencies. 

Mr. Tuomas. In man-years, what is that exact figure for stores 
operations now? I note you want an increase of 88.9 man-years. 
What is that exact figure now for operations for 1959 ? 

You have 1,185 average employment. What is the number? Is it 
1,214, 1,220, 1,240, or 1250 employees? You have 600 buyers. 

Mr. Bran. 1,294 positions in the stores and 599 in buying. 

Mr. Tuomas. That looks as if it is out of line, does it not ? 

Mr. Bran. We buy a lot of things which do not go through the 
stores. You see, about 40 percent of the goods that these buyers buy 
do not ever see the stores at all. 

Mr. Tuomas. You had those people making up the schedules, 
did you not ? 

Mr. Bean. No; that is an entirely different operation. The supply- 
schedule operation is for an entirely different type of supplies. ‘These 
are things which are one-item purchases. 

Mr. Tuomas. Why could not all of this be combined ? 

Mr. Brean. Well, the two which serve general supply fund opera- 
tions are combined under one heading. 
















COST OF OPERATION 







Mr. Jonas. How much do you figure it costs to operate these stores 


over and above what it would cost to buy the goods and have them 
shipped direct ? 
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Mr. Bean. Well, to operate the stores, it costs about $4.8 per $100. 

Mr. Jonas. Would it not be cheaper to eliminate the stores and 
ship direct ? 

Mr. Bean. We could, but you see, you cannot ship small items di- 
rect from the supplier. So much of this stuff involves items in which 
the only way we can get a price advantage is to buy in large quan- 
tities and a small agency cannot buy a large amount. This is a thing 
that takes care of the difference between buying it locally, actually. 

Mr. Jonas. Did not the GAO indicate that ‘you were buying too 
much for the stores, and that you could save a lot of money by 
shipping direct ? 

Mr. Bean. They said we could save more money if we shipped more 
goods direct, and that is exactly what we are doing, because every 
year our direct sales have gone up very markedly, and they are going 
up again this coming year. 

However, if you can eliminate the handling in the warehouse and 
ship direct, you certainly make a savings, but you can do that only 
when you have an agency that is large enough to take a direct manu- 
facturer’s shipment. 

For instance, it would be true with reference to a carload of paper 
for the Air Force, which they buy very frequently. It would be very 
foolish to put that through a store he you can ship it directly to 
the agency using it, and you can also save the Government a lot of 
money by sending it direct. As a matter of fact, every order of any 
size that comes across the desk is first screened to find out whether or 
not it can be shipped direct. 

Mr. Jonas. You are not buying anything for storage, then, that 
you think can be more quickly handled by direct shipment ? 

Mr. Bean. In some cases, even when we have it in the stores and 
the volume is adequate, we have shipped direct. 


INSPECTION OPERATIONS 


Mr. Tuomas, At this point in the record we will insert page 184 of 
the justifications. 
(The page referred to follows :) 


3. Inspection operations 


Amount | 


| 
Department Field 





HIGHLIGHT 


“Delivery of commodities of specified standards is assured by inspection at 
contractors’ plants or supply depots and by laboratory tests and analyses of 
samples prior to acceptance. The increase for 1959 will keep inspections in 
line with the buying program of activity 2.” (From the Budget for 1959.) 
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JUSTIFICATION 


Statistical sampling reliability tests of contractor quality controls, use of 
other Government agency quality certificates, minimum tests for key charac- 
teristics in eight GSA testing laboratories throughout the United States, and 
complete inspection and testing when other techniques are not applicable are 
methods used to assure compliance with contracts in the most economical and 
efficient manner. 


Unit of measure consists of dollar yolume of purchase orders issued for both 
stores and nonstores items. 








1957 1958 1959 
Value of purchases (millions of dollars). ...............-..-.-- $222.3 $267.2 $299.8 
Pins eet (pert SUGP) o.oo 3. :- 685 bs 2. rad. dS eses 0. 36 0, 37 0. 39 
Pucterendee eeets . o5 00. ls. in LA eden . 801, 200 1, 000, 600 1, 182, 400 
IE aii ce tamiheoed «cides coped eabetins tanel tok ae +48, 800 +61, 100 
Total estimate 


A broadened purchase base has increased the range of suppliers. New sup- 
pliers require preplant surveys to determine their production and reliability 
potential. Additional inspections are also required to assist small-business 
activities through the preproduction stage, coneentrating on certain troublesome 


items such as furniture, paper and paper products, and extending coverage of 
nonstores items inspections. 


Increased unit cost in 1958 and 1959 over 1957 reflects more thorough inspec- 
tion and testing coverage required by DOD, FCDA, and certain other agencies, 
discussed in greater detail in the “Application of costs” section which follows 
the explanation of distribution by objects. 


4 EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and stafing.—$940,500. Distribution of positions follows: 





1957 1958 | 1959 
Do Poa, Panne uu aA: ary) a le ee 
| Depart- Field Total |Depart-| Field Total |Depart-| Field | Total 
mental mental mental | 
Inspections: 
Federal supply service 
stores depots.__......- 2 25 27 2 23 25 2 20 22 
Manufacturers’ plants - - 5 68 73 7 83 90 9 110 119 
Tests, GSA laboratories___-. 3 27 30 3 30 33 4 34 338 
Total positions._....-- 10 120 130 12 136 148 15 164 179 
Average employment -.------ 9 98.8 | 107.8 12} 122.2; 134.2 14,7 143.7 | 158. 4 





Mr. Tuomas. What about these inspectors ? 

Mr. Bean. Well, the proportion of the increase we have asked for 
in “Inspections” is actually a little less than the proportion of increase 
in business. 

Mr. Txomas. Can you not reduce some of these specialized jobs in 
buying and your scheduling and cataloging and so forth? It looks 
to me as if you could consolidate some of them and save time and 
money, also. 


Mr. Bean. It is possible that we could be consolidated, and, cer- 
tainly, a lot of the accounts are. 


Mr. Tuomas. When you go to consolidating in Government, 
though 
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Mr. Bran. I thought, maybe, you might want to look at the pieces. 

Mr. Tuomas. What about your inspectors? Can you operate with- 
out your Inspection Service ? 

r. Bean. No, sir. 

Mr. Tuomas. I thought you used to tell us a good buyer at Mont- 
gomery Ward can test, inspect, and supply his own standards and 
everything else. Here, you have 4 agencies to take care of what 
Montgomery Ward did in 1 operation. 

Mr. Bran. Yes, sir; that is right, but you have a different method 
of buying entirely in Government. 

Mr. Tuomas. But so did Montgomery Ward. 

Mr. Yates. What do you mean by “you do a different kind of 
buying”? 

r. Bean. This is all done by sending out bid invitations based 
upon certain specifications, and the buyer does not have to know bolts 
from poultry. 

Mr. Tuomas. Montgomery Ward could send out a buyer to buy 200 
dozen pairs of shoes, and he would have with him these specifications, 
would he not ? 

Mr. Bean. No, sir; we didn’t do that. Our man went right into 
the factory to see how they were producing the shoes. 

Mr. Tuomas. He would then buy, test, and supply them, would he 
not 

Mr. Bran. I think I have two men now in my whole program who 
could do that. I got another one today, and that is a great help. 

Mr. Yates. On page 182 of the justifications, Mr. Bean, under. 
“Other objects,” you ask for $34,500 for travel for visits by buyers 
to sources of supply in order to keep informed about manufacturing 
efforts, items available, and so forth. It seems what you are doing 
is adopting the Montgomery Ward method of buying in your opera- 
tions. 

Mr. Bran. We are trying to get more understanding and improve 
the quality of our manufacturers also. 

Mr. TxHomas. What do you pay your inspectors? What do your 
green sheets show with reference to that ? 

Mr. Daty. Page 186 shows the inspectors. 


SALARY RANGE OF BUYERS 


Mr. Tuomas. Let’s go back to buying operations. Let us see those 
buyers. You hired two over here. What about those buyers? I 
imagine you have more clerical help than you have buyers, do you 
not ¢ 

Mr. Bran. No, sir; we had a housecleaning on that not long ago. 

Mr. Tuomas. You did? 

Mr. Bran. Yes, sir. 

Mr. Tuomas. I note on page 183 you have 22 GS-11’s, 16 GS-12’s, 
11 GS-13’s, and 11 GS-14’s in the central office. 

Mr. Bean. Yes, sir. 

Mr, Tuomas. For a man who knows this technical subject, I do 
not see how you can get by with GS-11’s and 12’s. 

Mr. Yares. I note in 1957 you had 156 in the central office and in 
1958 you had 182, and in 1959 you expect to have 200. 

Mr. Bran. We have less clerical help and more people who are 
buying. You see, a buyer, in a Government sense, is a man who 
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knows rules and regulations and can prepare the invitations to bid. 
The more he knows about the merchandise, the more sure he is that 
the invitation to bid which goes out makes sense, also. 
Mr. Tuomas. Where do your buyers come in the chart? Above what 
rades ¢ 
Mr. Daty. From GS-7’s and above. 
Mr. THomas. From GS-6 and below they are clerical? 
Mr. Day. They are generally clerical. 


SALARY RANGE OF INSPECTORS 


Mr. Tuomas, What about. your inspectors? 
sheets show ? 

Mr. Bran. This year we have 148 positions, and we are asking for 
179 in 1959, both including clericals, in order to take care of the in- 
creased business. That is both central office and the field. 

Mr. Tuomas. You have 47 GS-9’s, 20 GS-—11’s, 15 GS—12’s, and 
12 GS-13’s. 

How many people do you have in the field and how many do you 
have in the District of Columbia? It looks as if there are 164 in the 
field and 15 in the headquarters. 

Do you have 15 in the headquarters to supervise 164 in the field? 

Mr. Daty. Mr. Chairman, may I explain a point? 

Mr. Tomas. You can do anything you want to. We will wel- 
come it, 

Mr. Day. With respect to the 15 that are in Washington, they are 
not clerical people. For example, we keep top inspectors who special- 
ize in certain commodities on our Washington staff who travel 
throughout the country to train the other inspectors. For instance, 
we have a top furniture man, a top paper man, and a top tool man. 

Mr. Tuomas. You did not mention anything about your clerical 
people. 

Mr. Daty. These people are actually out inspecting and are super- 
who operate our laboratories and test our paints, our paper and our 
storage depots, and some of these inspection people are the technicians 
who operatet our laboratories and test our paints, our paper and our 
tools as they are shipped to the warehouses. 

Other inspectors have to travel to manufacturers’ plants when we 
make contracts which do not come through our warehouses, to inspect 
production methods. 

Mr. Tuomas. Are not you overstaffed here in the Inspection Divi- 
sion ? 

Mr. Bean. We are buying millions of dollars’ worth of goods that 
we cannot inspect, and as a matter of fact, every one of the suppliers 
for some reason or other think it is good, fair play to gyp the Gov- 
ernment if they possibly can. I have'2 or 3 of them where either they 
are going to make restitution or we will send the matter to the Depart- 
ment of Justice. 

Mr. Yates. What was the nature of the offense ? 

Mr. Bran. They guaranteed to deliver goods on a certain specifica- 
tion, and they took the guts right out of it. 

In other words, they did not live up to the specifications. 

Mr. Jonas. Mr. Bean, do you think you would have a more efficient 
and economical operation if you were not restricted to bids and speci- 
fications ? 


22311—58—pt. 2——_16 


What do your green 















































240 


Mr. Bran. I do not think you can do it any other way in the Goy- 
ernment. I do not think the interest of the Government would be 
properly safeguarded on the same basis as an independent business 
would. I think itis the right system. 


ADMINISTRATION OPERATIONS 


Mr. Tuomas. We will insert at this point page 187 of the justifica- 
tions. 
(The page referred to follows :) 


4, Administrative operations 
HIGHLIGHT 


Financial, administrative, and legal services, management supervision, and 
legislative and information services to support this program are provided by the 
integrated staff organization of GSA financed by transfers to the administrative 
operations fund from funds provided for the respective programs. 

Funds provided for this support in 1957 and 1958 were based on the best esti- 
mates then available of the workload and costs involved. Since those estimates 
were made, the system of cost distribution required under the administrative 
operations fund legislation has been installed and reports of such costs during 
1957 became available for use in preparing estimates for 1959. 

This estimate is based on a projection of 1957 cost distributions to support 
operating programs proposed in estimates for 1959, and reflects additional cost 
to meer’ increases in the program operations and for retirement. 

Cost distribution reports for 1957 disclose that administrative operations sup- 
port for the $225.1 million sales program cost $3,051,430, or 1.36 percent. For 
1958, $3,449,000, or 1.34 percent is provided to support the contemplated sales 
program of $256.7 million. For the $292.6 million sales program on which pro- 
gram estimates are based for 1959, $3,825,000 is requested to finance costs of 
administrative operations support at a further reduction in ratio to 1.31 percent, 
which also includes retirement costs of $205,400. 

Reconciliation of the increase in cost from 1957 to 1959 follows : 


Performance cost for 1957 $3, 051, 480 
Support for increase in sales program ($67.5 thousand at 0.842 per- 


568, 170 
Payment to retirement fund 205, 400 


I ae asec mcs covet ts an eens lia tipeieea atte en ime eae ale ena cana 3, 825, 000 





1957 1958 1959 
performance financing estimate 


Distribution of cost by subactivity: 
i ack apacopmenakeneeuen Je _ $2, 464, 365 : $2, 
(6) Administrative services 
(c) Legal services 
(d) Legislative and information services. 
(e) Management supervision 


300 
100 
, 500 


868, 7 
578, 
96, 
13, 


Performance cost d 3, 3, 619, 600 
Retirement ----- —alicen +205, 400 


Total estimate 3, 825, 000 


Estimated man-year equivalent k ’ 582.5 
Workload for selected functions: 
Financial services: 
Employees payrolled i 2, 516 
ne PEMNNEDD....W.. Dodi cwat caneantatetcncsanssn< 219, 495 , 
Billings, collections, and miscellaneous documents 
processed 913, 814 950, 000 
Audits performed: Internal 90 91 149 
Administrative service: 
Personnel, employees serviced ; 2, 516 
Compliance investigations 45 
Legal services performed \ 9, 500 
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Mr. Tuomas. I note Mr. Medley is back here again for considera- 
tion. 
GENERAL SUPPLY FUND 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 








Program by activities: 
Operating costs: 
a. aeepes program: 
Cost of goods sold__-_- oe eb RH a aed 
QCROR CHPOMIG ois 5 5 ince ~ hdib bie cemdbedeasnesé 
2. Nonstores program: Cost of goods sold__-____...._- 
3. a. om shops, and equipment rentals pro- 








4, 479, 804 7, 500, 000 10, 000, 000 


— 144, 055 
387, 977 


203, 419, 278 
— 983, 457 


144, 055 


4. Undistributed: 
Gain (—) on equipment disposals_--.-..-.......- 
Adjustment of prior year costs. ............-.-.- 


































Total operating costs____........-.....-.....- 
Depreciation ineluded above (—). -.......-..--..------ 
Adjustment of costs included above not requiring 

SUS S25 As A ssi atin ens Ui ceeeeess beds 





202, 579,876 | 235, 787, 130 273, 298, 000 





Total operating costs, funded. -..-...........--.-.-- 


Capital outlay: 
1. Stores program: Acquisition of materials handling 

























and laboratory equipment. ___......-.....--...-. 281, 523 600, 000 700, 000 
3. Motor Pools, shops, and equipment rentals pro- 
grams 
Acquisition of motor vehicles, ete. _.......-.-..- 4, 758, 067 7, 971, 000 9, 603, 000 
Property transferred in without charge (—)..--| —1, 901, 867 — 1, 906, 000 — 1, 838, 000 
PUPOROSD OF SUINORGIR iio nis vn wcnescessncnien- 2, 856, 200 6, 065, 000 7, 765, 000 









Total capital outlay, funded___.............- 


: 


8, 465, 000 
242, 452, 130 | 281, 763, 000 

9, 528, 747 7, 200, 000 
251, 980, 877 | 288, 963, 000 


3, 137, 723 | 
205, 717, 599 
4, 911, 136 


210, 628, 735 












Total program costs, funded _-_-_----.-.--.--- 
5. Relation of costs to obligations: Obligations 
incurred for costs of other years, met. .-..........- 






















Total program (obligations). _............_.._-- 






























as Sale 8 







Financing: 
Amounts becoming available: 

Appropriation. _......._- sac sida san ta dicoeniiileceenlnesaeiinoaiaaiie 18, 000, 000 12, 500, 000 15, 000, 000 

Revenue and receipts: 
I eo aanicitins she cin etcaasiniettanen unite 198, 827,449 | 230, 000, 000 265, 900, 000 
pf a a a ee eee Lsebuee 7, 500, 000 10, 000, 000 
Increase in accepted orders on hand.....-_..-...-- 1, 149, 065 3, 129, 776 1, 000, 000 
Sale of equipment__.__.-......---- niles Rea honed eatiae 337, 504 571, 000 721, 000 
GRID. 8 i is dint Be ead hhnehnn 1, 200, 000 1, 400, 000 












Total amounts becoming available___-_- seca tia 223, 986,148 | 254, 900, 776 294, 021, 000 
Unobligated balance brought forward__.............-...-- —190, 412 11, 651, 991 13, 491, 589 















Total amounts available._......................-...---- 223, 795, 736 266, 552, 767 307, 512, 589 
Capital transfer (payment of earnin ngs to “Treasury) (—)...| —1, 515,010 —1, 080, 301 —1, 200, 000 
Unobligated balance carried forward -_._................--.. —11, 651, 991 | —13, 491, 589 —17, 349, 589 











Financing applied to program.._.......................- 210, 628,735 | 251, 980, 877 288, 963, 000 





Mr. THomas. We will insert at this point in the record pages 193, 
194, and 195 of the justifications. 


(‘The pages referred to follow :) 


General supply fund 


GENERAL STATEMENT 






“This fund finances, on a reimbursable basis, a national supply depot system 
and a system of ordering supplies for direct delivery to agencies. Supplies or 
services are sold from the fund at cost to other agencies and the District of 
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Columbia. Expenses for operating the fund for these purposes are provided for 
under the appropriation ‘Expenses, supply distribution’ (5 U. S. C. 630g). 

“Also financed by the fund and reimbursed by the using agencies are opera- 
tions of interagency motor equipment pools established in areas of high vehicle 
density. * * * 

“* * * Current investment of the United States Government in the fund is 
$78.9 million, of which $74.5 million represents direct appropriations, $3.3 mil- 
lion donated assets, and retained earnings of $1.1 million. Continued expansion 
in sales and improvement of service to customer agencies as programed for 1959 
will require a further increase of $15 million in capital which is provided for in 
this estimate. 

“Additional donated assets arising from transfers of motor vehicles from other 
agencies upon establishment of interagency motor equipment pools will be capi- 
talized in the fund. 

“Retained earnings, as determined by General Accounting Office audit, must be 
paid to Treasury as miscellaneous receipts. Payments made in 1958 amount to 
$1,080,301 ” (from the budget for 1959). 

The amount of capital required in this fund is largely determined by the size- 
of inventories and financing necessary to support the sales programs previously 
discussed under the appropriation “Expenses, supply distribution.” These 2 
segments, (@) the Government’s continuing investment in inventories and related 
financing of payables and (0b) annual expenses of operations, must be kept in 
balance against a background of consistently expanding sales as the program 
for increased supply support to DOD develops. 

Additional operating expenses incident to the expanding sales program are pro- 
vided for in the appropriation “Expenses, supply distribution,” This estimate 
for an additional appropriation of $15 million in capital in 1959, coupled with re- 
liance on customer agencies for advances of $13.4 million, is needed to achieve 
the required balance. 

JUSTIFICATION 


For purposes of presenting the effect of the expanding program on capital it 
is necessary to recognize certain elements of the sales program which are not 
comparable as between the “Expenses, supply distribution” appropriation and 
the “General supply fund’, a reconciliation of which follows: 


{In millions} 


Sales program under “‘Expenses, supply distribution”: 
Stores items ’ yoni . 
Nonstores items - - 


Subtotal Se aid woe buSyy 
Add motor pools, repair shops and miscellaneous sales which 
incur no costs from ‘‘Expenses, supply distribution” 


Total sales. : , 7 ; 
Deduct portion of direct delivery sales for which payments to | 
suppliers are made by ordering agencies, thereby obviating | 
use of GSF capital_-_-- bis Seeks 7 ‘ 


Net total sales affecting the GSF, as reflected in data 
which follows itapoeaia : 


NEED FOR ADDITIONAL CAPITAL IN 1959 


Capital available in 1959 should be responsive to the increase in GSF sales vol- 
ume from $237.5 million in 1958 to $275.9 million in 1959, including increased in- 
ventories needed to serve the expanded sales program, and additional operating 
equipment needed for the expanded sales and interagency motor pool programs. 
However, the increase in appropriated capital requested for 1959 will fall short 
of full requirements and must assume continued reliance on advances from other 
agencies. 
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Increased capital requirements are analyzed below : 
(in need 


Cash on hand... Sbvde > odaieta ne knit oaeii as 

Accounts receivable.........-.--..----..---.25 

Inventories Reena 

Equipment: 

Motor vehicles_..- 
All other__..__._.- 

Accounts payable: | 
To vendors. - i ae aslaund 
Advanees from other agencies. Pe eB. eh ae 

Donated assets__ 4 es 
Retained earnings - 


! 
iM 


t— 





| 
=i ft 
i. 
co! Rane 


Capital required by appropriation 


In computing the foregoing requirements, the usual factors of 60 days for 
receivables (45 days billed and 15 days unbilled), and approximately 20 days for 
payables, were used. Inventory requirements for 1959 are based on a stock 
turn of 3 times to maintain the necessary balance between orders received and 
stock capacity to fill such orders promptly. Increases in equipment are pri- 
marily for motor vehicle purchases in connection with the expanding 
interagency motor pool operations discussed in activity No. 3, “Motor vehicle 
management” under “OE-FSS” and presented in detail in the statements support- 
ing “Estimates of motor vehicle purchases.” The change in advances represents 
the additional amount that must be secured from customer agencies to complete 
financing required for the scope of the sales program. Additional donated assets 
represent the value of motor vehicles expected to be consolidated into inter- 
agency pools during the year. 


Mr. Tuomas. This has to do with your General Supply Fund. 
Please tell us about it. What wy eare youin? I note you want $15 


million this year as against $12 million last year. 
What is the total amount in the fund now ? 


NEED FOR INCREASED CAPITAL 


Mr. Mepiey. Mr. Chairman, actually the best justification for this 
one is that we really need $28 million because of the increase in busi- 
ness and the proposed increase in capitalization is only $15 million. 

Mr. Tuomas. I only see $15 million written in there. Where did 
you get that $28 million ? 

Mr. Mepiey. Well, I was coming to that. This is predicated upon 
the continued use of the advances of $13.4 million from other agencies. 
The committee will recall that a couple of years ago you gave us a 
supplemental in order to cut down on those advances. 

We are still in the “advance” business, and the $15 million, coupled 
with the advances of some $13.4 million, will take care of this increased 
sales to some $292 million. 

Mr. Tomas. How much do you have on hand ? 

Mr. Meptey. The cash on hand is $13.7 million. We propose to 
cut that down a little bit. 

Mr. Tuomas. I note your accounts receivable are $39.1 million. 

Mr. Meptery. That is predicated upon the policy of 45 days for 
billed items, and 15 days for unbilled items. 

We have one credit man in each region who spends most of his time 
to see that these agencies pay us as fast as they can. 
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Mr. Tuomas. How much money have you had appropriated to the 
fund? You usually have a paragraph setting it out step by step 
and year by year. 

Mr. Mepiey. That can be found at page 193 of the justifications. 

The current investment of the fund is $78.9 million, including $74.5 
million of direct appropriations, $3.3 million of donated assets, and 
retained earnings of $1.1 million. 

Mr. Tuomas. You want to increase that to $89.5 million, an in- 
crease of $15 million ? 

Mr. Mepiey. Yes, sir; and, we are still using the advance tech- 
nique to balance out our needs. 

Mr. Tuomas. No one is getting hurt or murdered on this, are they ? 

Mr. Mepiey. There have been days when we could not pay bills for 
lack of capital. 

Mr. Tuomas. How long do you have to wait? 

Mr, Mepiey. Oh, a week. 

Mr. Tuomas. Could you not cut down that 45-day waiting period 
for the agencies? They have their money, and why should they 
wait 45 days before paying their bills. 

Mr. Meptey. Well, they should not. 

Mr. THomas. Let us do something about it. 

Mr. Meptey. Well, we do the best we can with the manpower 
which we have. 

Mr. Tuomas. Cannot the Bureau of the Budget do something 
about it for you? They have the money, you know, and they do not 
have to go to the bank and borrow it. 

Mr. Meptey. That has not been too effective yet, but we have been 
working with the Bureau of the Budget and the GAO on that, and 
we put on a drive about every 3 months to keep it whittled down. 
However, it is something we have to keep after all the time because 
the agencies are slow pay. 

Mr. Tuomas. Mr. Clerk, write a letter to the Bureau of the Budget 
and tell them it is alleged that the General Services Administration 
has to wait 45 days for the agencies to pay their bills and it puts 
them in an embarrassing situation. GSA will have to have $15 mil- 
lion more in the capital fund if the agencies do not pay the bills on 
time. 

We hope they can persuade the agencies to pay their bills on time. 

What is wrong with that statement ? 

Mr. Meptey. That is an accurate statement. 

Mr. Tuomas. We will try to get that letter to the Bureau of the 
Budget, and I imagine that if the Bureau urges them, they will cer- 
tainly listen to the Bureau, because they have the money on hand, 
have they not ? 

Mr. Meptry. Yes, sir. 

Mr. Tuomas. In private life a citizen pays his bill within 30 days, 
or else the merchant cuts him off; is that right ? 

Mr. Bean. That is right; or sues him. 
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ADEQUACY OF FINANCING, UTILIZATION AND SALES PROGRAM 


Mr. Chairman, before you leave Federal supply service items, I 
thought you might be interested in some of the work we do in utiliza- 
tion and sales of excess and surplus personal property. 

Mr. Tomas. We have suggested 2 or 3 times that Mr. Bean 
step up his activities with the Army and Navy, and we wanted to 
think about it and put something in the record. 

I do not see any reason why you should not, and if you need some 
more money, say so. 

We are not going to be able to keep Mr. Bean here for the next 
40 years, and we have to get this program cleaned up. 

Mr. Bean. I am going to get tired after a while. 

Mr. Tuomas. That is what we are afraid of. We want you to stick 
around, 

If the work is half as heavy as you say it is, and I know you are right, 
let us wade into it and do something about it. 

Mr. Bean. I honestly think, Mr. Chairman, if it were a flexible pro- 
gram where you could put so much per 100 to be used for the purpose 
of getting utilization or in sales and, with your help, I think that 
Mr. Floete might develop it into something which could be a very 
much better job. 

Mr. Tuomas. You and Mr. Floete get together. You two work 
beautifully together. 

You may rest assured we will cooperate with you. 

Mr. Bean. That is for sure; we do work good together. 


RECORDS ITEMS 
WITNESSES 


WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 
R. H. BAHMER, DEPUTY ARCHIVIST 

H. E. ANGEL, DIRECTOR, RECORDS MANAGEMENT 
WALTER ROBERTSON, JR., ADMINISTRATIVE OFFICER 


Program and financing 


Program by activities: 
1, Records management. hots tae ae ee ek | $428, 534 $532, 000 
, Records Cees sic. -..-. 5 ils ie 1.4552 4, 041, 127 , 140, 4, 290, 000 
. Archives and related services_..............--.--.-...- 1, 782, 250 2, 114, 000 
. Nitrate film conversion ntti e hice oct hee keine 
; RVR GG fc atesou sesso. eet et 266, 698 296, 000 
. Administrative operations 381, 773 418, 000 


— 
1957 actual 1958 estimate | 1959 estimate 
jj 


‘Tele ite oe aes eee , 386, 7, 650, 000 


Financing: 
Comparative transfers from (—) other accounts_ _- — 13, 123 
Unobligated balance brought forward._...._-___- , 596 
Unobligated balance carried forward ..________- 

Unobligated balance no longer available -_- 


Appropriation (new obligational authority). -........... 
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Object classification 


Total number of permanent positions__.____- 
Full-time equivalent of all other positions 
Average number of all employees. -_- j 
Number of employees at end of year... -- 


Average GS grade and salary_-___-- : 
Average salary of ungraded positic ms___. 


01 Personal services: 
Permanent positions __-_-_- 3 
Positions other than permanent... .-_-- 
Other personal services --_ .. 


Total personal services 
Travel__>_- $5543 cee ah 
Transportation of ‘things isa 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services... .............---------+..-.. 2 

Payment to “‘Administrative operations fund’’. 
Services performed by other agencies... 
Supplies and materials. _- a 
Equipment. JE as 
BGR SUPT ain os. ik a 5 sn bbe dk ips ce edcece 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities ‘ 
Taxes and assessments___....._...---.-..-- ei a ee 


Total obligations 





| 1957 actual | 1958 estimate | 1959 estimat 


1, 026 
13 


988 


1,076 


1, 042 


1, 055 





$4, 879 | 6. 
$3, 953 


$4, 587, 207 
41, 802 
57, 753 


39, 520 
36, 816 
82, 809 
739, 368 
63, 238 
454, 572 
381, 77: 
16, 247 
188, 543 
46, 832 





4, 686, 762 


$4, 205 


514, 200 
418, 000 
16, 000 
138, 400 
18, 000 
100, 000 
331, 700 
10, 400 
1, 800 


7, 650, 000 


Mr. Tuomas. Mr. Reporter put pages 203 and 204 in the record 


at this point. 
(The pages referred to follow: ) 


“OPERATING EXPENSES, 


Summary reconciliation of 1959 estimate to 1958 funds 


A. 1958 appropriation in annual act. 
1958 appropriation in supplemental act 


NARS” 


Comparative transfer from “Operating expenses, PBS” 


Comparative transfer from “Salaries and expenses, Office of Ad- 
ministrator” 


Comparative total for 1958 


B. Decrease in 1959: Microfilming Philippine records financed for 
1958 only 


C. Increases in 1959: 
Increased worload in regional records centers 
Increased reference and reproduction services in the 
National Archives 
Miscellaneous minor increases 
Partial correction of unbalanced financing in staff 
support disclosed by 1957 cost distribution 


Total estimate for 1959 





247 


Analysis by activities 





ry a ea 
Activities 1958 Deductions} Additions 1959 
adjusted estimate 


. Records management__.__._.. $5 ci $532, 000 

. Records centers__.._____._.- . 140, ‘ 50, 4, 290, 000 

. Architectural and related services... - 2, 025, 8 , 2, 114, 000 

. Nitrate film conversion... sb heeds aighiktre aa 

5. Service direction : 296, 000 

. Administrative operations._._........___. =a E ‘ 418, 000 
Total 7, 650, 000 


1 Completed in 1957, 





GENERAL STATEMENT 


“This appropriation provides for management of the Government’s archives 
and records, including custody and administration of permanent records in the 
National Archives and other noncurrent records in Federal records centers, as- 
sistance to records management programs of Government agencies, operation 
of presidential libraries, and filing and publication of Federal laws and regula- 
tions” (from the Budget for 1959). 

Increases in recurring activities have been restricted to (1) $150,000 for added 
workload in regional records centers allowing attainment of a 46 percent status 
in achieving the Hoover Commission’s recommendation of having 50 percent of 
all Federal records in low cost records center type space; (2) $100,000 mainly 
to begin microfiling the carded military service records of the Confederate Army, 
to begin assembling and editing the Proceedings of the First Federal Congress 
and listing and microfilming documents of the 2d through the 14th Congress; 
(3) $25,000 for several minor increases and (4) $18,400 to provide staff support 
at more nearly the rate of performance costs during 1957. 


APPROPRIATION LANGUAGE 


Operating expenses, National Archives and Records Service: For necessary 
expenses in connection with Federal records management and related activities 
as provided by law; and not to exceed [$48,400] $59,000 for expenses of travel; 
£$7,263,000] $7,650,000. 

Mr. Tuomas. We are now delighted to have with us our distin- 
guished friend, Dr. Grover, whom we have not seen for a long time. 

Mr. Grover. It is a pleasure to be here, Mr. Chairman. 


Recorps MANAGEMENT 


Mr. Tuomas. At this point in the record we will insert pages 205 
and 206 of the justifications. 
(The pages referred to follow :) 
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1. Records management 


Average employment 


Amount 


Depart- Field Total 
t 





HIGHLIGHT 


“Good records management practices in all Federal agencies are promoted. 
Nationwide guidance in records creation, maintenance, and disposal is provided. 
Standards ‘and procedures are issued and necessary technical advice, training, 
and assistance is furnished” (from the Budget for 1959). 

Provision is made in the 1959 budget to continue at about the 1958 rate to 
strengthen paperwork management activities in line with recommendations of 
the Hoover Commission which estimated that substantial economies could be 
achieved by developing improved practices throughout the Government. 


JUSTIFICATION 


Records and paperwork management is divided into 3 parts: Creation, mainte- 
nance, and disposal. For each of these parts, control techniques are being 
developed to reduce the quantity and improve the quality of paperwork and to 
improve the effectiveness and reduce the costs of paperwork processes. GSA 
staff work for each of these techniques varies, but in general it embraces the 
development of standards and procedures, preparation of instructional hand- 
books, visual aids, and other training material, and promotion of the program in 
Federal agencies by surveys, by providing technical on-the-job assistance in 
up-dating techniques, and by sponsoring systematic training workshops. 


Performance (in man-years) 
Umigewe. 25253623525. 


Performance cost 
Retirement __. -- . 





Total estimate 





(a) Paperwork management campaigns.—Governmentwide campaigns in 
specific areas offering greatest opportunities for improvement will be con- 
ducted each year through specialized training “workshops” held in key cities 
throughout the United States. Two specialties are being covered in 1958, (1) 
mail operations; and (2) forms control, plus continuation of the popular and 
successful workshops on correspondence management, started in 1957. For 1959, 
campaigns will be directed at (1) filing practices; and (2) reports control; 
where the Hoover Commission estimated that savings of $100 million annually 
could be realized by improved practices. 

The correspondence workshops have emphasized in a practical manner how to 
write clear understandable letters and how to achieve economy by the use of 
form and guide letters. GSA’s role has been to assist agencies in establishing 
improvement programs. Over 550 workshops have been presented by GSA and 
other Federal agencies. Full utilization of the workshops in the field requires 
an increase in travel funds in 1959. 

(b) Surveys and technical assistance——Approximately one-half of the per- 
sonnel resources in both the central office and the regions will continue to be 
devoted to helping individual agencies establish and maintain effective records 
management programs of their own and helping them solve their individual 
records and paperwork problems through surveys and technical assistance. 

In some cases surveys may be national in nature, involving assistance to 
both headquarters offices and field offices of an agency, or they may be con- 
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fined to headquarters offices or to field offices only. Surveys may also deal 
with all aspects of an agency’s paperwork or with only one. National surveys of 
varying scope are being conducted in 1958 in the Interior Department (paper- 
work management program), the Civil Service Commission (regional filing sys- 
tem), the Coast Guard (paperwork in merchant marine safety), and the Cus- 
toms Bureau (directives system). Headquarters surveys, frequently limited 
to specific areas such as mail operations or correspondence practices, and 
regional surveys of paperwork problems in field offices are also constantly in 
progress. Similiar surveys will be performed in 1959, with priority given to 
agencies having the largest or most acute problems. . 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and stafing.—$449,000 for 56 positions (54.5 average 
employment). 

Other objects.—$83,000, or 16 percent of total estimate, provides: 

(1) $25,500 for travel based on 1,109 days at $23 to carry out improved records 
management objectives in the field. 

(2) $17,500 for printing guides and instructional material. 

(3) $29,200 for contribution to the retirement fund. 

(4) $10,800 for normal recurring office expenses. 


Mr. Tuomas. You are asking for $7,650,000 for 1959, $263,400 more 
than this year. You have been growing each year. 

Mr. Grover. Yes, sir; but this is a tight budget. 

Mr. Tuomas. This first activity has to do with records manage- 
ment. Good records management practices in all Federal agencies 
are promoted. Nationwide guidance in records creation, maintenance, 
and disposal is provided, and letter writing standards and procedures. 

Provision is made in 1959 budget to continue at about the 1958 rate. 

How much money do you want this year ? 

Is that figure $532,000 ? 

Mr. Grover. $532,000, including retirement. 

Mr. Tuomas. $525,800 is what you had in 1958 as against $532,000 
in 1959, which reflects an increase of how much ? 

Mr. Grover. Yes, sir; an increase of $6,200. 

This the program in which we are attempting, and I think very suc- 
cessfully, to carry out the Hoover Commission recommendations on 
paperwork management, Mr. Chairman. 


CORRESPONDENCE MANAGEMENT PROGRAM 


Our first big campaign in this respect has been on correspondence 
management, which I mentioned last year. 

Mr. THomas. You say that 550 workshops have been presented by 
GSA? 

Mr. Grover. Yes, sir; and by the agencies throughout the country. 
We have now throughout the Federal Government gotten about 50 
percent of the agencies—the big correspondence producers—com- 
mitted to the program of correspondence management practices recom- 
mended by the Commission. We have about 50 percent actually 
moving on it, and about 30 percent more committed. 

With reference to 20 percent of the smaller agencies, we have not 
reached them yet. 

EMPLOYMENT 


Mr. Tuomas. How many jobs did you have during 1958, and where 
are they located ? 
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Mr. Grover. They are located as follows: 33 in Washington and 23 
in the field. 

Mr. TxHomas. What did the 23 in the field do? 

Mr. Grover. The 23 in the field are the ones who in the 10 regions 
put on these workshops and also carry out a limited number of surveys 
of individual agencies. 

Mr. Tuomas. What do the 33 in the Department do? 
- Mr. Grover. The 33 in the central office handle the Washington 
office programs, the staff work and production of training materials 
necessary to put the program across. You may recall that this whole 
correspondence program started 3 or 4 years ago when we put on 
a pilot project over in the Internal Revenue Service. 

Mr. Tomas. I note you have 13 grade GS-13’s. 

Are these your instructors and letter writers ¢ 

Mr. Grover. Those are the words management specialists in the 
central office who cover the overall program and programs in the 
Washington headquarters of the departments. 

Mr. Tuomas, What is the classification of the people putting on 
this instructional program on correspondence ? 

Mr. Grover. They are GS-13’s and GS-12’s. 

Mr. Tuomas. You have 20 of those in the field ? 

Mr. Grover. That is right. 

Mr. Tuomas. Well, you have to have a good, high-grade man if 
he is going to do teaching. You cannot expect otherwise. 


BENEFITS OF THE WORKSHOP PROGRAM 


Do you think this is worth the money ? 

Mr, Grover. Yes, sir. 

Mr. Tuomas. What do you base your thinking upon ? 

Mr. Grover. Well, on some actual results which we have after fol- 
lowing up on these workshops in our regions. I have a table here 
from region II in New York, which gives some of the savings in 
terms of manpower equivalent, under the various aspects of cor- 
respondence management. 

Mr. Tuomas. Where is your office located in New York? 

Mr. Ancet. It is located at 250 Hudson Street. That is the re- 
gional office building. 

Mr. Tomas. It is located on the third floor of the building; is it 
not? 

Mr. Grover. The last time I was up there it was the third floor of 
the building; that is right; right on the street. It is very noisy. 

I would like to give you some examples here: 

We encourage the use of form and guide letters for routine repeti- 
tive types of correspondence. It saves about 75 percent of the cost of 
getting out a letter if you can make either a form or a guide letter out 
of it. In addition, it saves on the filing because if you can use a form 
letter, you do not have to put a carbon copy of it in the file. All you 
have to do is make a notation on the incoming letter. 

Mr. Jonas. The reason we asked the question is because we do not 
find any evidence of cutting down in the agencies which have been 
putting these systems into effect. 

Mr. Grover. All we can hope to do, Mr. Jonas, is to try to get the 
agencies to adopt the most economical systems that we can, and I 
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think that we have been doing that both in this records-management 
program, and in the records center program. 

We encourage and try to promote the most economical and efficient 
techniques that anyone in this field knows about. I think in this field 
we are ahead of business and if the agencies save time on our program 
and invest the time in some other program, we cannot do a thing about 
it, but I know they save time when they adopt these programs we are 
recommending. 

Now, they involve a lot of detail. There are minutes and man- 
hours saved here and there, and they represent money that you cannot 


put your finger on, but it is an efficient system, and that is what we 
have to promote. 


AUTHORITY FOR ARCHIVES PROGRAM 


Mr. Tuomas. Judge Sweeney, do you have the language there any- 
where dealing with the archives? I know there are a half dozen addi- 
tions to the Geais act setting up the archives. At any point in that 
language is there specific reference to going into the schoolteaching 
business, teaching these agencies how to write letters, or does it deal 
purely with the matter of archives? 

The doctor came up with an answer. He said this was a preventive 
war he was fighting, preventing the accumulation and manufacture 
of records. 

That sounded all right but I started thinking about it and I won- 
dered if the statute mentioned that preventive war he was fighting or 
we authority to go into the schoolteaching business. 

s there anything in the statute ¢ 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. Read it. 

Mr. Grover. Section 505 (a) of Public Law 152, 81st Congress, as 
amended. This is the Federal Records Act of 1950. 

Mr. Tuomas. This is the one based on the Hoover Commission 
report ? 

Mr. Grover. Yes; section 506 (b), also. 

Mr. Tuomas. Read it. 

Mr. Grover (reading) 


Section 505 (a). The Administrator shall make provisions for the economical 
and efficient management of records of Federal agencies (1) by analyzing, 
developing, promoting, and coordinating standards, procedures, and techniques 
designed to improve the management of records, to insure the maintenance 
and security of records deemed appropriate for preservation, to facilitate the 
segregation and disposal of records of temporary value, and (2) by promoting 
the efficient and economical utilization of space, equipment, and supplies needed 
for the purpose of creating, maintaining, storing, and servicing records. 


Under this act the records activities of the Federal Government 
are divided into three phases—records creation, records maintenance, 
and records disposition. 

Mr. Tuomas. I have not heard “schoolteacher” mentioned there yet. 
You will have to use your imagination to read that into that language. 

Mr. Grover. When you use the words “promoting” and “coordinat- 
ing standards,” and “procedures and techniques,” the only way 

Mr. Tomas. The question was whether it ever mentioned directly 


or indirectly your opening up a course in letterwriting and teaching 
these agencies how to write letters. 
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That is as far afield from taking and disposing of old records and 
cutting down the rent that 

Mr. Grover. All three phases are interrelated, Mr. Chairman. It 
was discussed in hearing of the House Committee on the Federal 
Records Act. In fact, the specific point of better management of 
forms, better management of correspondence was mentioned in those 
hearings. There is no other way we can get at this aspect than by 
developing improved techniques in the four great categories of rec- 
ords, correspondence, forms—— 

Mr. Tuomas. You have ,to use imagination when you read into 
that language that you have the authority to go into an agency and 
tell them how to run their business, how many letters they can write, 
contents, and so on. 

Mr. Grover. We would not think of doing that, Mr. Chairman. 

Let me tell you how this affects our business. 

Take the matter of writing plain letters, which might be the hardest 
one to relate to an archives program. 

One of our big problems, archivally speaking, is that the agencies 
file too many carbon copies of letters that should not go into the 
files at all. They file too much perfectly routine repetitive corre- 
spondence that should be temporary in general and subject files. 

If we can convert the agencies into using form and guide letters for 
these repetitive types of correspondence we can keep not only the 
carbon copy of an outgoing letter out of the file but the incoming 
letter can be considered temporary. If we can teach them how to 
write plain letters we can prevent the accumulation of numerous 
second letters and followup letters that occur in the Government. 

It is not a small problem, Mr. Chairman. In one agency in the 
field 10 percent of its total correspondence workload, which amounted 
to thousands and thousands of letters annually, was eliminated simply 
by teaching people how to write better letters so they do not have to 
write a second letter, so the poor fellow out in the country won’t come 
in with a second letter asking what the first letter meant. 

Mr. THomas. Who is the poor fellow, the Government employee? 

Mr. Grover. It could be a citizen, member of the public, a veteran, 
— 

r. Tuomas. Have you worked on Public Buildings Services? 

Mr. Grover. Mr. Floete has supported a very strong program in this 
area throughout GSA. 

Mr. Frorre. It accomplished a great deal for us. 

Mr. Tuomas. Have you taught those folks how to write letters? 

Mr. Fioere. I hope they have improved. 

Mr. Grover. We can teach them how to improve. We are not at- 
tempting to train people to be literary artists but we are telling them 
how to write a letter in plain English. There are a few simple things 
you can tell them to do which will help them to improve. 

Mr. Tuomas. How did these fellows find their way up to Washington 
and get those jobs there? They have been getting along pretty well 
in those agencies. They have been writing a lot of letters. Your 
contention is that they have been writing too many ? 

Mr. Grover. A habit in the Federal Government, as you gentlemen 
know, is to use quite a bit of gobbledygook. It is our aim to eliminate 
as much of that as we can. 





253 


Mr. Tuomas. If you eliminate that gobbledygook, we will be for 
you. 


Mr. Grover. That is only one thing. 

Mr. THomas. We will set you up and give you another title. 

Mr. Grover. All of these things are interrelated. I could go into 
greater detail on them, but the only way we can tackle and improve the 
creation of records is to get to the shied where they are nee 


Recorps CENTERS 


Mr. Tuomas. At this point in the record we will insert pages 208 
through 210 of the justifications. 
(The pages referred to follow :) 


2. Records centers 





, Average employment 


Amount } | 
Department | Field | 


597 


613 


HIGHLIGHT 


Records of Federal agencies which must be retained for a period of time, but 
are not needed for frequent reference, are brought into and administered in 10 
regional records centers and 4 annexes until disposal can be effected. A na- 
tional center at St. Louis administers records of former civilian employees of 
the Government and a locator file for currently employed personnel. The in- 


crease in 1959 is mainly to provide for increased workload shown in the follow- 
ing table: 





actual estimate estimate 


} 
6 | 1957 1958 
ae reels AT 


Records administered (millions of cubic feet) 3. 9 | + 
iz 1 


4. 
Reference services, number (millions) 1 


1 4 
.8 9 
(From the budget for 1959.) 


The 1959 budget estimate provides for bringing into the regional centers an 
additional 675,000 cubic feet of records, the scheduled disposal of 350,000 cubic 
feet now in centers, and for rendering about 1.9 million reference services. 

The 1959 program provides further progress toward achieving the Hoover Com- 
mission recommendation of having 50 percent of all Federal records in low cost 
records center type space. With the net accessions provided for in the budget, 
the centers will have custody of 3.7 million cubic feet of records by the end of 
1959. This, together with other records center type operations performed by 
DOD and GAO, will cover about 46 percent of all Federal records. 

Based on actual operations since its inception in 1951, the records center 
program had released through 1957 (a) 301,000 usable filing cabinets, (b) 292,000 
usable transfer cases, (c) 1,612,000 square feet of net assignable office space, and 
(d) 2,277,000 square feet of net assignable storage and industrial space. 
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Filing equipment and reassignable space released 


| Filing equipment Square feet of space 


Filing Transfer Storage Office 
cabinets cases 


318, 753 279, 426 
135, 342 
207, 720 
204, 524 
270, 238 
358, 092 
157, 252 








Summary of performance cost 


1957 





(a) Regional records centers $2, 484, 901 $2, 510, 000 $2, 648, 800 
(6) Personnel records center 1, 369, 777 1, 355, 900 1, 353, 600 
(c) Capital outlay ----_-_-- 186, 449 100, 000 100, 000 





NIE ot. rican esesstotuaiesel eo tatiicilibeiiideaieainensene aslo aie 4, 041, 127 3, 965, 900 4, 102, 400 
Retirement. -._.._.....-- bbkab ap kde eebasaqch dun tivseds daa odbwcatsbanceael +174, 100 +187, 600 


Total estimate 4, 140, 000 





JUSTIFICATION 


(a) Regional records centers 


1957 1958 1959 


4, 066, 186 4, 431, 186 
$0. 617 $0. 598 


Performance cost $2, 510, 000 $2, 648, 800 
Retirement +$113, 000 +-$124, 200 


Total estimate $2, 773, 000 





A eubie foot of records administered is the work unit used to express overall 
workload. This unit includes (1) bringing records into records centers (ac- 
eessioning), (2) destroying records in accordance with disposal regulations 
(disposal), and (3) answering inquiries based on files in custody (reference). 
For workload purposes, records administered consist of records on hand at 
beginning of the year plus accessions, disposals, and other transfers during 
year. 

The GSA regional records centers began 1958 with about 3.2 million cubic feet 
of records in custody. Performance programed for 1958 includes bringing into 
eenters 550,000 cubic feet of records, scheduled disposal of 330,000 cubic feet now 
in centers, and about 1.75 million reference services. 

The 1959 estimate provides for bringing into the regional centers an additional 
675,000 cubic feet of records, the scheduled disposal of 350,000 cubic feet now 
in centers and for rendering about 1.9 million reference services. Together with 
some 3.4 million cubic feet of records on hand at the beginning of the year, 
workload for 1959 totals over 4.4 million cubic feet of records administered. This 
increasing amount of work is being done at a steadily reduced unit cost. 
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Workload data in cubic feet 
1957 
Records in custody beginning of r- 2, ae} = 


Records ae 


325, 445 
25, 701 
Workload, records administered LUST BWIA... dS 3, 888, 478 
‘ 3, nae 
Reference services, number 1, 662, 748 


(b). Personnel records center 


«$488, 576 


Total pertoemane a cost $1, 369, 777 $1, 355, 900 $1, 353, 600 
Retirement -- ay eer ss hee eee eS ee ee +-$61, 000 +$63, 400 


Total estimate. .-. $1, 417, 000 $1, 417, 000 


Workload; of this subactivity is measured. by 2 work. units: (1) numbér of 
reference services rendered, which is principally’ providing documents and in- 
formation upon request, (2) interfiling personnel, pay and medical! folders of 
separated personnel received from Federal agencies; and interfiling data! on some 
2.4 million individuals presently employed by the Government. 

The personnel records center at St. Louis maintains a national locator so 
that information is available as to which persons are currently employed by the 
Federal Government throughout the world. This locator is of prime valuie to 
investigative agencies. Likewise, because the appointment-apportionment laws 
can be best administered by the Civil, Service Commission using the St. Louis 
file, the center provides the Commission with apportionment data. 

It is estimated that the center will be required to interfile a minimum of 3 
million items annually. All agencies now inform the center of new appointments, 
transfers, and separations. These 8 types of documents, which form the basis of 
the locator file, run to 900,000 items per year. In addition, some 500,000 official 
personnel folders and approximately 500,000 pay folders are expected, The re- 
maining 1,100,000 items consist of service record cards and; health folders: 

Breakdown percentagewise of the some 600,000 requests for information or 
for documents to be handled in fiscal year 1959 is shown below: 


Nature of inquiry Source of request 





Department of Deferise./__. 2-2. 
All other Federal agencies 
Department of Defense 
Services histories... 2.222 ecieluabn All other Federal agencies 
Pederal Bureat of tavestigati 
r ureau of Invest gation 
Investigation . aa “f- owen Service Commissi 
Unemployment insurance cana ...-..-| State governments_ - 
Retirement and apportionment Ri ; ‘| Civil Service Commission -_. ; 
General information. -_-- --- reels Congressivnal and private individuals. 
Locator information. ---............-..--- Federal Bureau of Investigation 


Total 


_ ee OO 


ms sa 
wren oae enh 


3 | 





22311—58—pt. 2——-17 
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c, Capital outlay 
Investment cost: 
1957 


Records centers, including the personnel records center at St. Louis, contain 
some 1.6 million square feet of space, having a capacity for 4.4 million cubic feet of 
records. Shelving on hand plus units being acquired with 1958 funds will contain 
some 4.1 million cubic feet of records. Funds requested for 1959 will increase 
shelving capacity to abowt 4.2 million cubic feet. Estimated volume of records 
in the centers at end of 1959 will total almost 4.2 million cubic feet. 

Mr. Tuomas. This is the operating expense dealing with the reec- 
ords centers. It shows an increase of $150,000 this year, which brings 
the total up to $4,290,000, and the total average employment of 622 
people, an increase of 16; 613 of them are in the field, and 9 in the 

epartment. 

Records of Federal agencies which must be retained for a period of time, but 
are not needed for frequent reference, are brought into and administered in 10 
regional records centers and 4 annexes until disposal can be effected. A national 
center at St. Louis adminsters records of former civilian employees of the 
Government and a locator file for currently employed personnel. The increase 
in 1959 is mainly to provide for increased workload shown in the following table. 


NUMBER OF RECORDS CENTERS 


Will you please list your records centers and where they are located ? 

Mr. Grover, One in each of our headquarters cities, plus four an- 
nexes. located in Los Angeles, New Orleans, Philadelphia, and 
Honolulu. 

Mr. THomas. How many does that give you ? 

Mr, Grover, That gives us 15, including the St. Louis center for 
civilian personnel records, 

Mr. Tuomas (reading) : 

The 1959 program provides further progress toward achieving the Hoover 


Commission recommendation of having 50 percent of all Federal records in low- 
eost records center type space. 


EXPANSION, OF RECORDS IN CUSTODY 


How many cubic feet of records did you accumulate in 1958 over 
1957, if any, in all of your records centers? 

Mr. Grover. We accessioned 629,000, in 1957 and in 1958 we had to 
drop to 550,000 because we did not get the increase requested last year, 
Mr. Chairman. 

Mr. Tuomas. You did not get what ? 

Mr. Grover. We were not able to expand in 1958. 

Mr. Tromas. What do you mean by “expand”? You have a lot 
of vacant space in your warehouses for your records, and now you have 
room to take some more... Is that what you mean ? 

Mr. Grover. We have to have additional equipment at these centers 
in order to take more records, and we have to have additional personnel 
to handle the reference services. 

Mr. Tuomas. You have more space than you need, and your people 
are not worked to death. All you need is more customers to give you 
records: is that right ? 

Mr. Grover. No, sir; I think our people are worked pretty hard. 
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Mr. Tuomas..They are all living, and they look pretty good. 

Mr. Grover. We haye hada pata of heart. attacks, 

Mr. Yates. Which ones? 

Mr, Grover. We had one up.at New York. 

Mr. Yares, I was in another one a few months ago in Los Angeles, 
and it was a very good operation..; 

Mr. Grover. I think it is a good operation, too, and it is very, effi- 
ciently run. | We run it on Sie of work measurement and quotas, 
and we keep the people competing with each other. I think they do 


a good ob. 

Mr. Yares. There issome room left for improvement. 

Mr. Tuomas. You did not show an increase in 1958 over 1957, and 
therefore you have room in your warehouses,for more records. 

Mr. Grover..On a work measurement basis, Mr. Chairman, our 
unit costs have constantly been decreasing. 


HOOVER COMMISSION RECOMMENDATION 


Mr. Tuomas. You have a goal here now, and you set it, and you are 
going to follow that Hoover Commission recommendation because 
you want to eventually get your hands on 50 percent of these records; 
1s that. right ? 

Mr. Grover. That is right, sir, 

Mr. Tuomas. However, you did not show any increase in 1958 over 
1957... Therefore, how will you reach your goal ? 

Mr. Grover. We cannot get up to that goal unless you gtve us a 
little more money, 

Mr. Tuomas. You do not need money ; you need records. 

Mr. Grover. We have so many records now we can hardly handle 
them. 

USERS OF RECORDS CENTERS 


Mr. Tuomas. Who is the chief customer? Who is going to give 
you records? Who are your best customers? You good customer is 
a customer that gives you records, and that is what you are looking 
for; is it not? 

Mr. Grover. Our best customer is the customer whe keeps the 
country’s income tax returns. 

Mr. Tuomas. That would be the Internal Revenue Service? 

Mr. Grover. Yes, sir. 

Mr. Tuomas. Who is the next best one? 

Mr. Grover. The Veterans’ Administration. 

Mr. THomas. Who is next? 

Mr. Grover. The Immigration and Naturalization. Service. 
ane GAO has quite a few records, as well as the Social Security 

ce. 

Mr. Tomas. Are you doing any business with the Selective 
Service ? 

Mr. Grover. We are not doing any business with Selective Service. 
General Hershey threw most of the old records away, with our con- 
currence, and in fact, with our help, I think. He has the more re- 
cent records but the quantity is very small. ! 

Mr. Trromas. He says that there is no problem there. 

Mr. Grover, Not since 1954 when he disposed of most of them. 





Mr. THOMAS.’ We went.to ore of his offices, and we'saw a good many 
square feet that we thought, maybe, he could get ‘rid of. 

Mr. Grover. He is not transferring any of his re¢ords. 

Mr. Tuomas, When was the last time he sent records to you, and 
when was the last time he destroyed some? " 

_Mr. Grover. He destroyed the majority of the World War II draft 
records in 1954. 

Mr. Yares. Were those World War IT or World War I records? 
"Mr. Grover. World War II. 

The World War I draft records were destroyed in 1939. 

Mr. Tuomas. He states that every timie'he gives up a record he needs 
it the next day. 

Mr. Grover! That is what a good mary ‘people say, but it does not 
always follow. Not all of the records ‘of the Selective Service were 
destroyed, of course. We kept the docket books and the registration 
cards, but the big bulk of the so-called “cover sheets” were destroyed. 


IMPROVEMENTS IN LETTER WRITING 


Mr. THOMAs. We find you are getting out of the records business, 
and gomg into the school-teaching business. In other words, you have 
to teach them now to write letters. Do you have all the records you 
want? Now, you want to get in the letter-writing business. 

Mr. Grover.’ We are trying to run a preventative program, Mr. 
Chairman. We would like to teach them how to create fewer records 
in the files. 

Mr. Tuomas. You may have a point there, but the immedixte' prob- 
lem is to get-rid of some of these which we have now, and on which we 
are paying $1.50 or’ $2 or $2.50 a morith'for rent on’ a square footage 
basis, and get them over into warehouses where you pay only 75 ¢ents 
to a dollar. 

Mr. Grover. We pay an average of 53 cents in the regional centers. 

Mr. Txomas. How does that average work. Do you include the 
Government space? You do not pay any rent on it at all; do you? 

Mr. Grover. That is rent and maintenance ‘on leased space as well 
as maintenance on Government-owned space. 

IT would Tike to emphasize, Mr. Chairman, that as we come to the 
more recent records—— 


SAVINGS IN EQUIPMENT AND SPACE 


Mr. Tuomas. Permit me to read another paragraph of the justi- 
fications : 


Based on actual operations since its inceptfon in 1951, the records-center 
program had released throvgh 1957; 301,000 usable filing cabinets, 292.000 
usable transfer cases, and (c) 1,612,000 square feet of net assignsble office 


space, and (d) 2,277,000 square. feet, of net. dssignable storage and industrial 
space. 


i kone space problem there is what? Is it about 4 million ‘square 
eet 
_.>Mr..Grover. About 4 million. . We are. occupying about 114 million, 
including St. Louis. 
Mr. Tuomas. So, you have freed. about, 2.5 million square feet ’ 
Mr. Grover. Yes, sir. 
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‘Mr. ‘Tomas. What,was,it in 1955? ,Do,you,remember? , Do you 
have your table there—the consolidated table?., You have been grow- 
in potaee sharply bhAve yoRuekh: { onidtvag au ayia of 

r. Grover. The records-center program started from;scrateh, Mr. 
Chairman, and so did the records management program in 1951, and 
this committee has supported it from thestart: 

Mr. Tuomas. I remember when you started it. 

‘Mr.'Gtover. Thats right, sir Mav: 

Mr. Tuomas. Well, certainly, if your figure is accurate, I'should 
not' imagine that ‘you would ‘take ‘any plus or minus advawitage here 
on this calculation of 2.5 million feet. I imagine that is°a tight 
fipure ; is it not? 

Mr. Grover. Yes, sir. 


ESTIMATED YFARLY SAVINGS 


Mr. Tuomas. On the basis of 2.5 million square feet, what are you 
saving a year, there, including warehouse and otherwise? 

Mr. Grover. Say, if the average:cost is $2 per foot-—~+ , 

Mr. Tuomas, It is not that much. d 

Mr. Grover. No, sires Sayy it'is'$1 a foot-— 

Mr. Tuomas. Say-it is $2 per feot, 

Mr. Anern. Ibis $2.20 for office:space, and aboit.40 percent of 
that 2.5 million square feet. saved would be office spaces’ The storage 
space would be et 85 cents, and 60 percent of the space saved 
would be storage. 

Mr. Tuomas. We will put it at the big figure of $2. How much 
would that be? 

Mr. Ange. That would be around $5 million. 

Mr. Tuomas. And how much are you spending a year on all of 
your activities? 

Mr. Grover. Well, on all our activities $7.65 million for 1959, but 
on ‘the records center activity it is $4.29 million now. However 
remember there are other activities which I have talked about. 

Mr. Trromas. It is a little bit more than 4 million feet. TI do not 
mind your using that figure, but. we would have to put that up at 
about $5 million, would we not, in order to be accurate ? 

It is a close squeeze when we get through; is it not? 

Mr. Grover. As T mentioned previously, I think you have a further 
savings of about 2 to 1 on personnel and I think we can document 
that. I think you have a big’savings of equipment as between filing 
cabinets and the shelves and cartons that we use in these centers. 

Mr. Ancex. The equipment sayings are more than the space. 
‘Mr. Grover.’ The personnel savings are definite when you get these 
relatively inactive records together in one place and put the activity 
on a mass-operation basis. Those savings would definitely be 2 to 1, 
Mr. Chairman. 

Mr. Tuomas, This records business, seriously, is a big business. 

T went into a building in New York some time in October—I think 
it was the Veterans’ Administration building—and I think we are 
paying $2 or $2.50 per square foot there, and there were two solid 
floors of it used for filing cabinets and records. When you figure that 
out, that floor space alone would cost $50,000 a year in rent or $40,000 
or $30,000. So, it is a tremendous problem, and you have no au- 
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thority to tke records away from an agency: You have to go in 
and ‘perstiade theim’to give them to you!’ Most agencies are like me: I 
do not want to give u anything because'évery time I give up a record, 
I am like General Hershey, the next day I want it. 


AGENCY COOPERATION WITH PROGRAM 


Mr. Grover. The problem is no longer getting records away from 
the agencies. 

Mr. Txomas. How come? You do not show an increase in 1958 
over 1957. 

Mr. Grover. Because we do not have enough money to handle them. 

Mr. Yates. What happens to the records? 

Mr. Grover. They stay in the agencies; we do not take them. 

Mr. Yates. And they have to pay in order.to store them? 

Mr. Grover. This is particularly true in Washington, New York 
and Chicago. 

Mr. Tuomas. That is the first time I have heard that accusation 
made. Did you tell the Bureau of the Budget that? 

Mr. Fiorte. Yes; we did. 

Mr. Yates. What happened? Did they agree with you? 

Mr. Fiorre. We held about the same level as last year. 

Mr: Grover. But the total net increase in record center holdings 
will go up about 200,000 cubic feet in 1958. 


NEED FOR CENTRALIZED RECORDS CENTER IN WASHINGTON 


Mr. Tuomas. From whom are you going to get records if you have 
more money with which to handle them ? 

Mr. Grover. Well, I think in the Washington offices, if we really 
opened the doors and have the space and equipment. available, we 
could take in 500,000 cubic feet in Washington alone. 

Mr, Tuomas, Where is your warehouse located? Is it, located at 
Franconia ? 

Mr. Grover. It is scattered. There is a location at Franconia, and 
one in Alexandria. 

Mr. Tuomas. How much space do you have at Franconia, and Alex- 
andria, at your records center ? 

Mr, Grover. The Franconia space is about 125,000 square feet; 

Mr. Frorre. We badly need a building here in Washington for this 
activity ; that isa fact. Do you not agree; Mr. Grover? 

Mr, Grover. Yes, sir; we could run this operation better and more 
economically in Washington if we could get it. all in one place. 

Mr, Tuomas. I cannot. argue with you about your warehouse here, 
because that is the only one in which I have not, been, but I have been 
in all the rest. of them, and you have some vacant space in most of 
them—not over 10 percent, I would say—but 10 percent is a whole lot 


of space 

ie are not going to add 10 percent more to your overall total any- 
way; are you? 

Mr. Grover. It would be just about that, and we have to allow room 
to take care.of records that. we are throwing away. But you cannot 
work up toa top ceiling there. 

You have to have a little leeway. 
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Mr. Tuomas. You know, I always get my imagination excited when 
any agency comes in and says “Well, we just do not haye near enough 
money. 

That always makes me want to look at them a little bit more closely. 

Mr. Grover. Well, I hope I did not make the point quite that way, 
Mr. Chairman, 

Mr. Tuomas. You and your assistant over there are getting awfully 
close to it. 

Mr. Grover. We have expanded. 

Mr. Tuomas. See if you can get up to it. I will give you enough 
time. 

HOOVER COMMISSION GOALS 


Mr. Grover. We have expanded the centers each year. At first, we 
started out under the first Hoover Commission Report with a goal to 
t 35 percent of the Government’s records into record centers. That 
is about all it was initially thought that the agencies might ‘want. to 
art with. 
8 The second Hoover Commission Report came along, and said that 
the agencies were willing to part with these records, and get more 
recent records in the centers, and raised our goal to 50 percent. 

Mr. Tuomas. I notice that in every other breath you refer to the 
Hoover Commission. You have been in operation longer than the 
Hoover Commission, and you are an expert in this field, and ought 
to know 50 times more about it than a group of businessmen who 
made up the Hoover Commission. 

We have been working with that group, and they are fine men, but 
you are the experts, and not the Hoover Commission. 

Mr. Grover. This particular records management program was a 
baby of the Hoover Commission, and we are trying to carry it out, 
and we go back to those reports ail the time. 

Mr. feecnkas And you mean you came into existence by virtue of 
the Hoover Commission ¢ 

Mr. Grover. The records center‘did on a Government-wide basis. 
So far as I am personally concerned, I had some records center ex- 
perience with individual agencies before the Hoover Commission 
came along, and so did many other members of my staff. There were 
Government members on the Hoover Commission task force, that 
worked on both the initial report and the paper work management 
report, but the reports of that Conseil were the ones which formed 
the basis of our operation. 

Mr. Tuomas. 1en was that original report? Was it not back 
in 19497 

Mr. Ancet. That is right; January 1949. 

Mr. Tomas. And the legislative committee got around to acting 
on it when? 

Mr. Grover. In 1950, in the Federal Records Act of 1950. It was 
passed as a result of the Hoover Commission recommendations, and 
it is that act under which we are operating. 
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METHOD OF STORING RECORDS IN CENTERS 


Mr. Jonas. I have never been in one of your centers, and would 
like to know how.you store those records. Do you store them in filing 
cabinets? 

‘Mr. Grover: No, sir; we store them on open ‘shelves in cartons— 
cardboard cartons. 

Mr. Jonas. You mean you put more than one file cover in a carton? 

Mr. Grover. We put about 1 cubic, foot of records in a carton, or 
about two-thirds of a filing drawer. ” : 

Mr. Jonas. You do not have the records indexed ? 

Mr. Grover. Yes, sir; we have finding aids to them, and we know 
how to get to a particular file: 

Mr. Jonas. It would cost an awful lot of time if you have to get a 
ladder and pull down a )pasteboard carton,and go to the bottom of 
it in order to get.a volume out of it. 

Mr. Grover. We keep the most active records on the lower shelves. 
It is a question of knowing your records. 

Mr. Txromas. Mr. Floete, if you concur with Mr, Grover—and, no 
doubt you do—the committee thinks if you can get these records out 
of this high-priced, space and ‘put. it in the warehouses, it. makes sense 
to us, and. we are for you. If. Mr, Grover is anywhere near accurate 
in his statement—and. he, usually is—he could do twice what he is 
doing here in this Washington area, if he had the space. 

Why not. give some. consideration to renting for him some space, 
and, if it is not available, build for him acheap warehouse ? 

Gentlemen, we will now adjourn, and meet again at..10,o’clock in 
the morning. 


Taourspay, Fesrvary 13, 1958. 


Mr. Tuomas. Will the committee please come to order? 
When we adjourned yesterday we were diseussing the National 
Archives Service with the very able and genial Archivist. 


ARCHIVES AND REtAtTep SERVICES 


Insert pages 214 through 217 in the record at this point. 
(The pages referred to follow :) 


3. Archives and related services 


Average employment 
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HIGHLIGHT 


“The permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and serviced in the Archives of the United States, Related 
services consist of (a) publication of the Federal Register, Code of Federal 
Regulations, United States Government Organization Manual, the slip laws, 
and the United States Statutes at Large; (b) preservation and servicing of 
historical materials in the Franklin D. Roosevelt and Harry S. Truman Libraries; 
and (c) servicing the National Historical Publications Commission” (from the 
budget for 1959). 

The increase for 1959 is mainly for the reference and reproduction program 
of the National Archives. 


Summary of performance cost 


@ National Archives 
6) Federal Register. 

(c) Presidential libraries - 

(d) Microfilming Philippine records 


Performance cost 3 
Retirement. x L hein 665 3- daspncevol>-ussbyperey-le =pacnst 50 +107; 100 


Total estimate 2, 025, 800 





(a) National Archives.—Permanently valuable records of the Government are 
selected, arranged, catalogued, preserved, and made available for use, The 
essential workload and cost of the program are set forth below, followed by a 
brief explanation of performance: 


| 1957 | 1958 


Performance cost: 
(1) Appraisal and selection: 
yum 
Cost or estimate . $92, 032 
(2) Preserv a 
Ite 384, 479 


31, 574 
Items wicrofilmed_ 1, 054, 000 
Cost or estimate $195, 664 
(3) Arrangement and finding aids: 
Items arranged 683, 834 500, 000 
Finding aid entries 20, 496 ; 30, 000 
Cost or estimate $408, 993 | $429, 000 
(4) Reference and reproduction: | 
Number of reference services . 412, 147 5, 415, 000 
Number of reproduction units §43, 225 550, 000 \ 
Cost or estimate._ $694, 308 . $806, 000 
(5) National Historical Publications Commission (not 
susceptible to work unit) bi $58, 000 





Performance cost_...._.. Case) comsgetaehte ine oee $1, 445, 069° $1, 430, 400 $1, 585, 900 
Retirement... _.-.- +82, 900 +$89, 000 


Total estimate $1, 563, 300 $1, 674, 500 


(1) Appraisal and selection.—Appraisal and selection of records to be acces- 
sioned and to be disposed of will be continued in 1959 at the 1958 rate. 

(2) Preservation.—Manhy records transferred to the National Archives from 
other agencies were in bad condition at the time of transfer. Others that had 
been well preserved in dead storage have suffered deterioration as a result of 
increased use since their transfer. At the beginning of 1957 there were approxi- 
mately 8,000 volumes and 13 million sheets of paper in such poor condition that 
repair or microfilm is essential to preserve their contents. At the present rate 
of deterioration another 6 million sheets will require preservation processes 
during the next 10 years. 
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Work in 1959 will continue at the rate ef 1957 and 1958, which will keep 
abreast of the yearly deterioration and provide for only about 4 percent of the 
backlog of items in poor condition. 





Items to be microfilmed 
Items to be flattened 
Items to be laminated 





(83) Arrangement and finding aids—The continuous workload of achieving 
control of the records in the National Archives by putting them in better order 
and by preparing guides, inventories, and other finding aids necessary to their 
understanding and use will continue at the 1958 level. 

(4) Reference and reproduction.—The proposed increase of $100,000 in this 
activity is to meet an ever-increasing demand for the reproduction, chiefly on 
microfilm, of records that have unusual historical and civie interest. Three 
projects are planned: 

1. $60,000 for microfilming carded military service records of all soldiers 
in the Confederate Army, consolidated index for which will be microfilmed 
in 1958. This would meet a growing demand from Southern States to put 
the records on film so that duplicates could be supplied to them at reasonable 
prices. The project would serve two other purposes of national importance. 
By providing a film substitute, it would insure preservation of carded 
records which will otherwise gradually deteriorate under constant use. It 
will also result in placement of copies at various places in the States which, 
in time, should reduce the burden of reference service on records at the 
National Archives. It is proposed to do this work by contract and to accom- 
plish it in three annual installments so that it may be completed at about 
the centennial commemoration, when the mounting interest in the Civil 
War history reaches its peak. 

2. $20,000 to begin assembling, arranging and editing photographic copies 
of all contemporary documents relating to the proceedings of the First 
Federal Congress preparatory to publication in printed form. No adequate 
edition of the records of that Congress has every existed, and the National 
Historical Publications Commission has particularly recommended that one 
should be prepared and issued. 

3. $20,000 to begin identifying and listing the documents of the 2d through 
the 14th Congress, after which these records will be published on micro- 
film. Apart from its value in providing security copies of the records, a 
microfilm edition of early congressional records will prove of great interest 
and utility to the legal and historical professions throughout the United 
States. The National Historical Publications Commission has also endorsed 
this project. 

(5) National Historical Publications Commission.—The NHPC. encourages, 
cooperates with, and gives limited assistance to organizations outside the Gov- 
ernment now preparing for publication the papers of early American leaders, 
such ‘as Benjamin Franklin, John and John Quincy Adams, James Madison, Alex- 
ander Hamilton, and Thomas Jefferson. These outside organizations are financed 
by private grants. 

The Commission also compiles an annual bibliography of Writings on American 
History and general guides to archives and manuscripts in the UWtiited States. 
Its program is-based on the report A National Program for the Publication of 
Historical Documents, which has been endorsed by both the President and the 
Congtess (S. Con. Res, 31, 85th Cong. ). 

(b) Federal Register—The daily Federal Register, the annual supplements 
to the Code of Federal Regulations, the annual United States Government Or- 
ganization Manual, the daily slip laws, and annual United States Statutes at 
Large are published within fixed deadlines. These are continuous services. 
Backlogs cannot be permitted in daily publications. Backlogs in annual publi- 





265 


eations are wasteful and conducive to inefficiency in the conduct of Government 
business and in the administration of justice. 


Total page production in 1957 increased almost 9 percent over the previous 
year. It is anticipated that no increase of positions will be necessary to absorb 
the additional workload predicted for 1958 and 1959. 


Workload of Federal Register functions by number of pages prepared and 
published follows: 





Federal Register. _--.__--- < 

Code of Federal Regulations 

U.8, Government Se Manual. 

Slip laws 

Statutes at Large. - == thin talaiaiie: thn «gah grain . 
Publie Papers of tile Presidetit. 000 ee ee ee . 


Total number of pages : 38, 056 


books, prints, films, and other his- 
torical materials received from effects of Franklin D. Roosevelt and from Harry 
S. Truman, or acquired. from their contemporaries, are cataloged, preserved, and 
serviced at the respective libraries. 


Performance cost 





Roosevelt Library- 
Retirement. _..-... 


Total estimate 


Truman Library J 
Retirement.........- Yds cua Di heds oth tein line oh edede | 


Total estimate 





Roosevelt Library: Holdings now include some 7,100 cubic feet of manuscripts, 
28,500 volumes, 39,500 other printed items, 64,500 stil! pictures, and 18,900 
museum objects. Cataloging, arranging, and classifying the backlog of un- 
processed items is being carried on slowly. In 1958 and 1959 about 5 percent 
of the backlog will be eliminated. It is estimated that reference services will 
include 700 replies to written inquiries, 6,000 items furnished to searchers, and 
reproduction of some 24,000 pages of manuscripts and photographs. 

Truman Library: Holdings now inelude some 2,200 cubic feet. of manuscripts, 
7,000 printed items, 10,000 museum objects, 300. motion-picture films and 393 
sound recordings. In 1959 the program for the identification and segregation 
of restricted material will be emphasized. .Program planning will be accom- 
plished and projects initiated for the arrangement, cataloging and classification 
of the manuscripts and other materials. 

(d) Microfiilming Philippine records.—This special project, for which $30,000 
was appropriated under Public Law 85-170, will be completed during 1958. The 
filming is being accomplished by contract. 
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Mr. THomas, This year you estimate’ $2,114,000 against $2,025,800 
for 1958, an increase of $88,200. You had 346 jobs last year against 
352 requested.for this year. 

Let me read this: 
_ The permanently valuable records of the Government are selected; arrdnged, 
eataloged, preserved, and serviced in the Archives of the United States. 

This is where the doctor originally got started. 

Mr. Grover«;That_is right, sir, 

Mr. Tuomas. (reading) : 

Related services consist of (a) publication of the..Federal Register, Code,of 
Federal Regulations, United States Government Organization Manual, the slip 
laws, and the United States Statutes at Large,,(b) preservation, and servicing 


of, histevical,, materials, in. the,Franklin,;.D., Roosevelt and Harry 8. Truman 
Libraries, and (c) servicing the National Historical Publications, Commission, 


FEDERAL REGISTER 


Mr. Tuomas. Tell us why the cost of the Federal Register went up 
to $272,000 this year against $261,000 last year. You Saas the same 
number of people. 

PRESIDENTIAL LIBRARIES 


The Presidential Libraries has gone up a little bit, $74,836 in 1957 
compared to $136,300 for 1958 and $142,000 for 1959. That is by 
virtue of the creation of another library. 

Mr. Grover. That is right, sir. 

Mr. Tuomas. Let us look at the Presidential Libraries on page 
217. (Reading :) 

Manuscripts, books, prints, films, and other historical materials received from 
the effects of Franklin D, Roosevelt and from Harry S. Truman, or acquired 


from their contemporaries, are cataloged, preserved, and serviced at the re- 
spective libraries. 


The Roosevelt Library is $70,076 in 1957, $71,300 in 1958 and the 
same in 1959. 

The retirement cost: for the library is $4,700 in 1959. Can you 
absorb that retirement cost without hurting them? How many em- 
ployees do you have? 

EMPLOYMENT 


Mr. Grover. Thirteen at the Roosevelt Library. 
Mr. Tuomas. How —— at the Truman Library ? 


Mr. Grover. Eleven. 
costs. 

Mr. TxHomas.. What do 13 people do in a small library like that? 

Mr. Grover. That is a professional staff. 

Mr. Tromas. Holdings now include some 7,100 cubic feet of manu- 
scripts, 28,500. volumes, 39,500 other printed items, 64,500 still pic- 
tures—that is at the Roosevelt Library. 

At the Truman Library holdings now include some 2,200 cubie feet. 
You have three time as many at the Roosevelt Library and they cost 
practically the same. 

Mr. Grover. The Roosevelt Library has been in existence now for 
nearly 18 years. 


do not think they can absorb retirement 
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The,Fruman Library will acquire additional—— | 
Mr. Tuomas.. Let, us see the, green sheets on personnel and other 
objects there. (Reading :) 

















OTHER OBJECT COSTS 

The remainder of $189,000, or 9 percent of total estimate includes $8,000 for 
848 days of travel at $23 per day. 

Why the travel? , Who does any traveling? $114,500 is for contribu- 
tion to retirement fund and $66,600 for normal office expenses includ- 
ing communication services, reproduction of  fortns, health room 
services, and so on. 

Mr. Groyer. This is for all the. activities, National Archives, Fed- 
eral Register Division, the two libraries and the National Historical 
Publications Commission. 

Mr. Tuomas. The other objects’ total of’ $346,000 itichides ‘all 
activities ¢ 

Mr. Grover. Yes. 

Mr. Trromas. What printing are you going to do for $25,000? 

‘(MrsGrover. Most of it is in the National Archives. 

Mr. Tuomas. The cost of printing the Federal Register does not, go 
in there, does it? 

Mr. Grover. Noy; it does not. 

Mr. Tuomas. You have $60,000 for microfilming. Didn’t you wind 
that program up Jast year? 

Mr. Grover. No, sir. Microfilmimg--the preservation program, on 
microfilming is a‘continuing program, Mr. Chairman. 

Mr. Tuomas. Is it on aday today basis? 

Mr. Grover. Yes, sir. 

Mr. Tuomas. Duplicating records? Are you getting rid of.any 
originals and saving the microfilms and saving space, or are these just 
rare records where you are making extra copies? 

Mr. Grover. They are both security microfilming for preservation 
purposes and also to enable the user to use the microfilm instead of 
weiring out the origmal. ) There is also preservation microfilming 
where we will destroy the originals.» It depends on the type of' rec- 
ord, Mr. Chairman. 



















SPECIAL ARCHIVES PROJECTS FOR 1959 


Mr’ Chairman, might I go back and ‘speak for a moment about two 
or three of the projects in the National Archives which represent the 
increase for that ‘activity ? 

Mr. Tuomas. National Archives itself? 

Mr Grover. Yes, sir. 

Mr. Trosrds. Go ahead. 


MICROFILMING CONFEDERATE SERVICE RECORDS 







Mr. Grover. The first. of, these is;a request for an appropriation 
for, $60,000 to microfilm, on a contract, basis the carded military service 
records of Confederate veterans. 

There has been a great demand for such data from the Southern 
States which did not. get this kind of information from the Federal 
Government after the Civil War. 


We can make a negative microfilm of these’ records!’ There are 
about 23 million cards, for a total program of around $180,000. It 
would be a 3-year project, and then we would sell the States‘a positive 
mf of this film very reasonably, just at the cost of reproducing the 


Mr. Tuomas, To whom will you sell this, New York and Massa- 
chusetts ? 

Mr. Grover. There are 12 or 13 Southern States, including the 
border States, that are interested in this project, Mr. Chairman, 

Of course, I would like to microfilm a lot. of our records in the 
National Archives and make copies available to the States and re- 
search institutions, 

Mr. Txomas. That will make a let of copies, will it not? 

Mr. Grover. $60,000 will provide a negative microfilm of about 
one-third of these 23 million cards, 


RECORDS OF THE 18ST TO THE 14TH CONGRESS 


T will leave that matter up to the committee, but I would like to 
talk on the remaining project relating to the publication of the con- 
temporary records of the First Congress, including a reconstruction 
of the debates of the First Congress, and a cataloging of the records 
of the 2d to the 14th Congress, completing our records in the National 
Archives. 

Mr. Tuomas. What will you do with them? You mean it js all a 
question of microfilming them and making duplicate records? 

Mr. Grover. On the 2d to the 14th Congress: On the First Con- 
gress we think all the records relating to the debates and: proceedings 
of that Congress should be published. 

Both of these projects, ‘are——— 

Mr. Tuomas: What do you mean published? _How many copies? 

Mr. Grover. They shouldbe: printed. 

Mr: ‘Tomas. What will you do with them after you:print them? 
Who is going to distribute them ? 

Mr. Gaewen: There will be the usual Government Printing Office 
methodof distribution. ‘They will go to:the depository libraries, but 
there will be a great many sales to university libraries and résearch 
institutions. 

The Commission, at the request of President Truman in 1951, made 
a study of a national publications program of documentary material, 
not writing history but publishing the documents so as to make them 
more readily available for research use throughout not only this 
country but throughout the world. 

The Commission recommended in a preliminary report to Mr. 
Truman and in a final report im 1954 to Mr. Eisenhower, both of 
whom approved, the complete publication of the papers of five of our 
Founding Fathers whose papers had not been published—the two 
Adamses, Madison, Hamilton, and Franklin. Last fall, by Concurrent 
Resolution 31, Congress also endorsed the program. 

All of these projects have now been’ undertaken, encouraged by 
the Commission, under private auspices. The foundations, universt- 
ties, Time magazine and others have contributed about a million and 
a half dollars to the completion of these projects. 





RATIFICATION OF THE CONSTITUTION AND BILL OF RIGHTS 


Recently a sixth project which the-Commission recommended, pub- 
lishing oi castamtaamiel materials relating to the ratification of the 
Constitution and the Bill of Rights, is getting. underway,,with the 
Commission’s sponsorship with $125,000 Sonera by the Ford Foun- 
dation. 

The last project the Commission recommended is this relating to the 
records of Congress itself. All the projects are interrelated and 
should proceed simultaneously. 

Mr. Tomas. Do you have any legislative authority for it? 

Mr. Grover. Yes, sir. It is under the legislative authority in the 
Federal Records Act of 1950. 

Mr. Tuomas, It is broad enough to cover it? 

Mr. Grover. The legislative authority is broad enough to cover it. 

Mr. Tuomas. All you need is the:money ? 

Mr. Grover. Yes, sir. 

Mr, Vursety, You have not had a sponsor for that, have you? 

Mr. Grover. No, sir. I tried to get a sponsor for it but the founda- 
tions feel Congress should support this project. 

Mr. THomas. How much money meal it cost ? 

Mr. Grover. It will take about 5 years and cost about $40,000 a 
year, $200,000 altogether. 

The records of those 14 Congresses up to 1815 are very incomplete. 
Many of the House records were destroyed, 

Mr, Tuomas. Who will fill in and do the writing and editing? 

Mr. Grover. We will find contemporary copies of these wherever 
we can find them. There are many in Boston, the New York Public 
Library and other depositories. e will bring together a complete 
set for the archives of the House itself. 

~_— Does the Library of Congress have any of that ma- 
terial ? 

Mr. Grover. Some of the printed material. We have all the manu- 
script material which is extant so far as we know. 

obody knows, for example, what documents were printed by those 
first 14 Congresses. During the 15th Congress our present series of 
document catalogs began, so that we do know what was received and 
what was issued by way of printed documents, but for the early Con- 
gress there is nothing comparable. 

The work of those Congresses, particularly the First Congress, is 
of real practical importance, not only to scholars, Mr. Chairman, but 
I think to the Congress itself, and certainly to the courts. 

ae at has that to do with 5 million’ unemployed 
today ? 

Mr. Grover. That is out of my field. ; 

Mr. Tuomas, I think you have something worthy of study. You 
certainly have, given it some thought. It will take about, $200,000 to 
do the job over a period of 5 years, $40,000 a year? 

Mr. Grover. Yes, sir. 

Mr. Tuomas. You have legislative authority already to cover that? 

Mr. Grover. Yes, sir. 
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Service Drmecrion 


Mr. Tromas. At this point inthe recordwe will insert page 220 
of the justifications, which covers 'service direction. 
(The page referred to follows:) 


§. Service direction 


a 


| Average employment 
Amount |__ 


Department Field | Total 





HIGHLIGHT 


General supervision over all programs assigned to the National Archives and 
Records Service is proyided.. Supervision is provided in thé central office by 
the Archivist and his assistant, aided by a small administrative staff, and in the 
field by a regional director for records management in each of the 10 regions. 
Cost of penalty mail for all programs of the Service is provided for in’ this 
activity. 


Ga . 
eneral supervision 
enalty-mail costs 





EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and staffing.—$236,600 for 29, positions, the same as in 1958, 
distributed as follows: 





Central office 
OS SE a ae eae oe Se 


Total positions 
Average employment, 


Other. objects._-$59,400; or 20.1 percent of total estimate, provides $28,300 for 
penalty mail costs, and $15,400 for contribution to the retirement fund. 

The remaining $15,700 provides: 

(1) $10,500 for travel based on 420 days at $25; and 

(2) $5,200 for normal recurring office expenses. 

Mr. Troms. Does this involve your immediate office, Mr. Grover? 

Mr. Grover. Yes, sir. 

Mr. Trromas. I see. 

Mr. Grover. This covers my ‘immediate office, plus’ the field re- 
gional directors for records programs and their secretaries: 

Mr. Tuomas. This is the service direction and general supervision. 
IT note you had $295,400 last year, and you have a $600 increase for 
fiscal 1959. 
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os gies note you stillhave 9 people:in the Department and 20 in 
the fe 

At what rate do you pay your people in the field who ‘are the 
heads of each one of those installations? 

Mr. Grover. Wé pay them atthe rate of GS14—these | regional 
directors. 

Mr. Tuomas. They deserve it, because they have to know’ their 
business. 

ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. We have Mr. Medley with us again,on, page 222, 
which will be inserted at this, point. 
(P. 222 referred to follows :) 


¥. ADMINISTRATIVE OPERATIONS 
HIGHLIGHT 


Financial, administrative and legal services, management ‘supervision, re 
gional direction, and legislative and information services to support this program 
are provided by the integrated staff organization of GSA financed by transfers 
to the administrative operations fund from. funds provided for the respective 
programs. 

Funds provided for this support in 1957 and 1958 were based on the.best esti- 
mates then available of the workload and’ costs involved. ‘Since thosé estimates 
were made, the system of cost distribution ‘required under thé Administrative 
rors fund legislation has been installed and reports of such costs during 

957 became available.for use in preparing estimates for 1959. 

re estimate is based on a projection of 1957 cost distributions to support 
operating programs proposed in estimates for 1959. This partially corrects 
the unbalanced financing reflected in the estimates for 1957 and 1958. 

Cost distribution reports for 1957 disclose the cost of administrative opera- 
tions support for the OE-NARS;: program: of; $452,611, ,or 6.57, percent of the 
appropriation of $6,893,650. The estimate for 1959 provides for $418,000 at 
the decreased rate of 5.46 percent of the budget estimate of $7,650,000. 


1957 per- 
formance 





Distribution of cost. by subactivity: 
(a) Financial services. 
(6) Administrative services. 
(c) Legal services 
(d) Legislative and information services. -.-.............. 
(e). Management supervision 


P 
Retirement _- 


Total estimate 


Estimated man-year equivalent... _.. ......-.-+42-e-- ss 42y- 
Workload for selected functions: 
Financial services: 
Employees payrolled 
Vouchers processed 
Billings, collections, and “miscellaneous documents: 


processed . . 
Audits performed: Internal 
Administrative services; 
Personnel, employees serviced 
Compliance investigations - - 
Personnel security investigation 
Legal services performed 


-_ 


Np 


Mr. Tuomas. What. is the amount of the bill here? 
Mr. Meptey. $418,000, for 1959, Mr. Chairman. 


22311—-58—pt. 2- 
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BASIS FOR INCREASED ESTIMATR 


Mr. Tuomas. Against $399,600 last year. Why the increase? You 
charge a couple more jobs. 

Mr, Mepiry. Again it is a m re equitable distribution of the cost. 

Mr. Tuomas. Who has been suffering the inequity here, Mr. 
Medley ¢ 

Mr. Meptey. This estimate, Mr. Chairman, is only 5.4 pcecent.of 
the total of this appropriation. 

Mr. THomas. Who nae suffered this inequity here? We want to 
join you in equalizing this thing. 

Mr. Meptey. I will withdraw that and say “more proper distribu- 
tion of costs.” 

Mr. Tuomas. Certainly there has been no inequity with respect to 
Dr. Grover. Who has been suffering, the poor lawyers, Judge 
Sweeney ? 

Mr. Mep.ey., It.is really just the best estimate of cost we can make 
based: on the work statistics we have for fiscal year 1957. 


APPROPRIATION SUMMARY 


Mr. Tuomas. Is this green sheet, on page 223 the sum total personal 
services, $5,109,100 against $4,983,650 for 1958, and against $4,686,762 
in 1957? One thing about Dr. Grover, he goes up a little bit every 
year. I don’t know about his records, but his costs go up every year. 

What was, your appropriation in, 1956, Dr. Grover? Do you have 
a table for appropriations prior to 1957 ¢. Off the record. 

(Discussion held off the record.) 

Mr. Titomas. In‘1956 you had $6 million. Is that right? 

Mr. Grover. That was about. it. 

Mr. Tuomas. What was it in 1954? 

Mr. Mepiey. $5,625,000. 

Mr. Grover: In 1958 the main increase was the retirement money 
plus the Truman Library. 


AGENCYWIDE RETIREMENT COSTS 


Mr, Tuomas, Are you absorbing this retirement cost throughout 
theagency this year or is it all in here under your other obligations, 
07? How much is your entire retirement contribution this year? You 
have $948,200 set up here. Is it under 07? 

Mr. Meptry. Retirement costs are shown under object No. 11, 
“Grants, subsidies, and contributions.” The total agency cost is about 
$7.9 million for 1958 and $8.4 million for 1959. 

Mr. Grover. Under object 11, $309,100 for 1958 and $331,700 for 
1959 for operating expenses, NARS. 


Mr. Tuomas. $309,100 against $331,700 last year. .You did not 
absorb any of it this year, then. 


EMPLOYMENT 


How many unfilled jobs do you have in NARS now? 
Mr. Grover. Our latest employment figure for the whole service, 
field and Washington, is 1,013 filled positions. 
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Mr. Tuomas. What was the total number of jobs appropriated for? 

Mr. Groover. Average is 1,019.5. 

Mr. Troms. How many jobs and not man-years? 

Mr, Grover. 1,054 positions. 

_Mr. Tuomas. How many vaeaticies do you have now ¢ 

Mr. Grover. Based on the position figare—— 

Mr. Tuomas, That is all you go by, is it not? 

Mr. Grover. I go by man-years; that is what is financed. 

Mr. THomas. You cannot go by man-years. You have a salary for 
“ar so you fill that and not man-years. 

ow many of those vacancies do you have? 

Mr. Groyer. 41. 
Mr. Tuomas. As of what date? 
Mr. Grover. January 31. 





RECORDS CENTERS CAPACITY 






One other lead, if you do not mind, which you gave us yesterday, I 
would like to say 

Mr. Tuomas. Go ahead, Doctor. _ This is one place where a man can 
say what is on his mind. 

Mr. Grover. You mentioned the space situation at some of our 
records centers yesterday. The only centers, where we have any shelv- 
ing capacity 10 percent over our needs, as we mentioned yesterday, are 
Los Angeles, Denver, and Seattle, all in Goyernment-owned space. 
There are circumstances in Denver which explain it. ,We ar.) convert- 
ing over some shelving out, there and moving inte new space. 





SITUATION IN THE WASHINGTON AREA 



















But in most of our regions, based on shelving capacity, we are very 
tight, particularly here in region 3. 

Mr. Tuomas. You are not too tight.in any of them. Can you sub- 
stantiate the statement that if you had more space here you can handle 
twice the workload in terms of actual records. ‘Where you save 
money is in terms of actual reeords. In other words, you could relieve 
these agencies here in the District of Columbia from as many records 
as you now have out in Franconia if you had the space. 

r. Grover. [am not sure it would go twice as high. The total 
figure for the Washington area, percentagewise, for records of civilian 
agencies which have been transferred into the centers is about 36 
percent as against the national average of around 42 percent. 

Mr. Tuomas. That is different. from what you said yesterday. 

Mr. Grover. That is in line with what T said, that if we had sufii- 
cient eee here and sufficient money to carry the reference workload 
we could move it up very easily to 50 percent. 

Mr. THomas. What do you mean by that? ‘Would your reference 
workload cost eat up the savings? 

Mr. Grover. No; it does not. 

Mr. Tuomas. You save money by moving the records from the high- 
priced space into cheap space? 

Mr. Grover. For these relatively less active records the reference 
has to go on whether they are in the agency or in the center. 
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_ Mr. Tuomas, You and Mr.,Floete have not, beenytimid in the. past. 
Why are you so timid about this mow?; -What, is the, holdup?.,, We 
ae it is money saved; you think it,is money saved ; so. what is the 
itch ? 

Mr. Grover. We are studying it, pretty hard. | 

Mr. Fiorre. We are not sure enough about building cost... It should 
be much cheaper. 

Mr. Tuomas. When you take)a record away on Monday, on Tuesday 
they will-phone you back and say they want something that was there. 
When you get through with the, reference, crossing, it; will cost more. 


Get your ducks in a row and we will, cooperate with you, 
Mr. Grover. All right, sir. 
Mr. Tuomas. If you can save money, we, will.go along with you. 


EQUIPMENT FOR STORING RECORDS 


Mr. Jonas. One of ‘your ‘associates handedme this picture of one 
of your records centers showing these cardboard cartons that you store 
records in. 

Mr. Grover. Yes, sir. 

Mr. Jonas. That is what we'spoke of yesterday. 

Mr. Grover. Yes, sir. 

Mr. Jonas. You show metal filing cases and your cardboard cases 
to indieate that you could store so many more records in the cardboard 
cases Which you employ than the agencies, can in metal containers. 

Mr. Grover, Yes, sir. : 

Mr. Jonas. And you also testified yesterday that the problem of 
getting to any records in these cardboard containers is easier. 

Mr. Grover. Access is not too difficult. We use a specially designed 
platform type of ladder. 

Mr..Jowas, Does. it not follow that, if. you can store so many more 
records by use of the cardboard cases, that the agencies can do the 
same thing themselves ? 

Mr. Grover. I think the reference to the records, very recent rec- 
ords, will be.too great to warrant that. We are talking about records 
in, the cénter, where there is less activity, than there is for the current 
records. \. 

Mr. Jonas. The agencies themselves could store these records in 
their own areas and cut down;on the space that they are using, and 
occupying, with metal cabinets. 

Mr. Grover. Some of them are. Particularly before this Records 
Act many, agencies had established small depositories. They had 2 
or 3 people, working. in them and 1 of the recommendations of the 
Hoover Commission was to. consolidate these operations. 

Mr...Jonas. I understand that, but some of the agencies do not 
want to give up their records, 

Mr,,Groyer. Not any more to any appreciable degree. 

Mr. Jonas. Have you made any effort.to sell the, agencies. who do 
not want to give up their records on the idea of converting to the card- 
board system and eliminating the metal cabinets? 

Mr. Grover, Yes; we have. We have promoted what we call open- 
shelf. filing for temporary records'in many agencies. Internal Reve- 
nue Service now uses.open-shelf files for income-tax returns while 
they are still in the offices. 
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Mr. Jonas. Using the niéthod Youenipléy in the Records Center? 

Mr. Grover. Yes, sir. 

Mr. Chairman, might I insert in the record statements relating to 
these two projects concerning the records of Congress, because I think 
some Members of Congress will be very much interested in them, 

Mr. Tuomas. Will you please submit that to the committee for its 
consideration? This is over and above what your statement covered 
a while ago? 

Mr. Grover. Yes, sir, 

Mr. Tuomas. How’long are they? 

Mr. Grover: One is about, eight pages, and the other is smaller. 

Mr. Tuomas. Did you summarize it pretty thoroughly a while ago? | 

Mr. Grover. I think I did, or, at least, the best I could, 


Mr. Tuomas. Will’ you please leave them with the: clerk of the 
committee ? 

Mr. Grover. Yes, sir, 

Mr. Toss. Half of your effort is always good, Mr. Grover. 
When you really stretch yourself, you go to town here. 

Mr. Grover. Thank you, Mr. Chairman. 

Mr. Tuomas. It is a pleasure to do business with you. 

Off the record. 
(Discussion off the record.) 


TRANSPORTATION AND PUBLIC UTILITIES ITEM 
WITNESSES 


SAMUEL J. SCOTT, COMMISSIONER, TRANSPORTATION AND UTIL- 
ITIES 

THOMAS A. KENNEDY, DEPUTY COMMISSIONER 

J. K. COWLING, DIRECTOR, CHARTER AND ROUTING 

F. W. DENNISTON, CHAIRMAN, SAGE TASK FORCE 











Program and financing 





i 


| 
1957 actual | 1968 estimate | 1959 estimate 


Program by activities: 





1. Pramsportation serwiceiis «asus s- cewences sce ccswasnedaet! $900, 026 $1, 157,700 $1, 318, 400 
2. Public utilities management... -..........-....-----..- 60, 886 80, 500 100, 800 
3. SAGE program participation __._.....__- sophte pater tise aceeuee ASU RL ARS 170, 000 
4. Service direction. _..-0j.45.-Abi sess igi. é 66, 561 112, 800 113, 800 
5. Administrative operations. ...........-....--.-.-- warr 203, 586 215, 700 297, 000 

Total CURED. cnet ew cn cnwwe sc cwwete es a 1, 240, 059 1, 566, 700 2, 000, 000 

Financing: 

Comparative transfers from (—) other accounts_-.._..__.- — 6, 586 —1,7 an 


Unobligated balance no longer available__--______- 


New obligational authority... .............--2..- 022... 


















New obligational authority: 


Approprigtion........---Lili@ew.-- i... Chae 1, 251, 100 1, 515, 000 2, 000, 000 
Transferred from— 
“Operating expenses, Public Buildings Service” (71 
meena nce T ore al oS este cckar ys comimtesinely, J 30, 000 |._____ 
“Construction and rehabilitation,” Bureau of Recla- 
mation, Department of the Interior (5 U. 8. C. 630e)2)+---.2..-..._- 20, 000 be or 





Appropriation (adjusted) -_...........-..-.-.-.... 1, 251, 100 | 1, 565, 000 | 2, 000, 000 
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1958 estimate | 1959 estimate 


Total number.of permanent positions 190 232 
Full-time equivalent of all ot 2 3 
Average number of all employees F 184 216 
Number of employees at end of year 186 


=—=——DBa>_=™[_&SC*~CaaL= SS 
Average GS grade and salary ; c . $6.137 | 8.5 $6,243 


Q1 Personal services: 
Permanent positions t $1, 114, 800 $1, 
Positions other than permanent..-.-.~.-.--- 23, 600 
Other personal services : 8, 569 4, 100 


§ 


sgsessessses | 828 


‘ 


att DETHONG! SOT VICG... «6. nine noe os -22-2025------ 
vi ; 
‘Transportation of things 
Communication Services.._.-.----.-.--i-.---.--22-2 5-22. 
Printing and reproduction 
Other contractual services 
Payment to “Administrative operations fund” ____--_- 
Services performed by other agencies_............_-_.-- 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments___............- 


Total obligations 


SSeS 8i 


ry 
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g : the 
S 


Mr. Tomas. We shall now take up the operating expenses of the 
Transportation and Public Utilities Service. We shall insert pages 
227, 228 and 229 of the justifications into the record at this point. 

(The pages referred to follow :) 


OPERATING Expenses, TPUS 


Summary reconciliation of 1959 estimate to 1958 funds 


(a) 1958 appropriation in annual actu 

Transferred from “Operating. expenses, Public Buildings 
Service” 

Transferred from “Construction and rehabilitation, Bureau of 
Reclamation, Department of Interior” 

Comparative transfer from “Salaries and expenses, Office of Ad- 
ministrator” 1, 700 

1958 proposed supplemental (SAGE program) 100, 000 


Comparative tetal for 1958 1, 666, 700 
(6) Additions in 1959: 

Increased participation in transportation rate 

eases ($100,000); expand transportation rate 

and routing services ($60,300) 
BExtend areawide public-utilities contracts and 

participation in rate cases 

Annualize participation in SAGE program 
Other minor adjustments 
Administrative operations support for above pro- 

gram expansions (SAGE, $15,000; waybill 

statistics, $10,000; other, $41,300) 

333, 300 


Total estimate for 1959 2, 000, 000 








Ss etensieienett-odienestaaedina thieienotin heen cae iene 100, 000 
NC ne a eee a ee ee ee 1, 666, 700 
CTO in nan a ee heen terest ab tetathien eit eee ae +333, 300 
Sep nn nn Nr ee eee 2, 000, 000 


GENERAL STATEMENT 


“This appropriation provides for improving management of transportation and 
publie utilities in civilian agencies, protecting the Government’s interests in 
cases before regulatory bodies, and furnishing services to civilian agencies in 
these specialized fields.” (From the Budget for 1959.) 

The 1959 increase of $333,300 provides for the continuation of the GSA Gov- 
ernment-wide program in transportation and public utilities management, based 
on traffic surveys of the civilian agencies at the Washington headquarters and 
regional levels, for increased and effective representation in regulatory rate 
proceedings pursuant to its statutory duty and repeated congressional direction 
and interest, and for increased service to the civilian agencies 

Activities include (a) determination of the seope, complexity and elements 
of agency transportation, and programing for their solution; (b) negotiations 
with carriers and utility companies for lowest reasonable rates: (ec) participa- 
tion before regulatory bodies; (d) furnishing ‘rates, routing, Mformationa) as- 
sistance, and service to civilian agencies, including services accessorial thereto. 

During 1957, traffic surveys of the operations of the civilian agencies at the 
Washington level were initiated. By July 1, 1957, 7 surveys had been under- 
taken and completed. The beneficial results therefrom, as well as the spirit of 
agency cooperation in their implementation, are discussed in detail under activ- 
ity 1, Transportation Services. Other traffic activities were, however, continued 
in 1957 at virtually no increase in personnel or funds. 

In order to carry out the basic statutory duties of GSA. in transportation and 
public utilities, it was administratively determined that assistance should be 
provided in certain critical areas by maximum use of. the: 2-percent. transfer 
authority provided in the Independent Offices Appropriation Act, 1958, and 
therefore $30,000 was transferred to this appropriation from other agency 
sources. This step was taken in order to continue emphasis on traffic surveys, 
development of uniform policies and procedures covering the movements of 
property for civilian agencies, and to render effective participation in regulatory 
cases while negotiating with the carrier industry for the most economical rates 
for GSA and agencies for which we provide assistance. 

During 1958, by agreement between the Secretary of the Interior and the 
Administrator, the transportation activities of the Bureau of Reclamation, 
Department of the Interior, Denver, Colo., together with $20,000 identified there- 
with, were transferred to the appropriation by determination of the Director, 
Bureau of the Budget. This afforded elimination of costly duplicate tariff 
libraries, while increasing service to the Government agencies. 

As stated on page 196 of the congressional justification for 1958 no funds 
were included for carrying out GSA’s statutory responsibility pursuant to Pub- 
lic Law 968, 84th Congress, for representing the United States in rate proceed- 
ings involving Operation SAGE (semi-automatic ground environment system). 


An interagency agreement did not result in reimbursement or exchange of 
personnel. 
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After discussions among the Departmént ‘of Défense, the Air Force, the Bu- 
reau of the Budget, and General Services Administration, the President. by 
letter. dated’ Sentember,.28, 1957, alloeated $50,000 from the “Emergency Fund 
for the President, National Defense, 1958” to provide for immediate partici- 
pation in the rate litigation and investigations then pending before the Federal 
Gommunications;-Commission. A,supplemental 1958 estimate.of_ $100,000. to 
finenee partieination in the nrogrem for the balance of the-year is proposed as 
an item for Yater transmission. These funds are necessary to continue the re- 
tention of cost-allocation specialists, economists, and utility accountants vitally 
necessnry in further Federal and regulatory participation involving interstate 
and intrastate Communications. 

In summary, for 1958, the following activities are provided for: (1) con- 
tinning field surveys for the full year at an increased level which will include 
regional surveys in such centers as New York, N. Y.; Denver, Colo.; and 
San Francisco. Calif.; (2) issuance of governmentwide policies and proce. 
dures governing traffic movements and increased assistance to customer agen- 
cies; (3). increased representation at rate proceedings before regulatory bodies; 
(4) a needed iricrease in regional transportation staffs to serve the demands for 
rate and routing services, and participation and followup on regional surveys, 
especially in the New York, N. Y., Chicago, Il, Seattle, Wash., Dallas, Tex., 
and Boston, Mass., areas; and (5) part-year participation in the SAGE program. 

The estimate for 1959 in the amount of $2. million proposes an increase of 
$333,300 over the comparative availability of $1,666,700 for 1958. These funds 
are vitally necessary to earry out GSA’s responsibilities under its basic statutory 
authority. Of the inerease, $60,300 is to provide more effective traffic services 
in selected regions where field inspections have indicated great potential for 
tangible economies and increased service to the agencies ; $100,000 is to provide 
increased representation in rate litigation including economic and statistical 
participation through exhibits and direct testimony of technical witnesses ; $100,- 
000 is to annualize participation in the SAGE program, including the necessary 
legal services involved in regulatory matters; and the remaining $73,000 is for 
minor program adjustments and other administrative operations for expanded 
proev’rams. 

Through negotiations on traffic movements with carriers alone, GSA achieved 
reductions in the transportation charges in 1957 of $9.7 million. Present esti- 
mates indicate that in 1958 in excess of $10 million will be achieved and it is 
expected in 1959 to realize over $12.5 million. Economies of this nature are 
doeumented and are made available for review by congressional committees and 
other appropriate agencies. This is in addition to the savings measured in 
percentage reductions in rates granted or increases not permitted to carriers and 
utilities by regulatory bodies, aggregating several billions of dollars in the major 
cases in which GSA actively participated. 


Mr. Tuomas. Your justifications state as follows: 


This appropriation provides for improving management of transportation and 
public utilities in civilian agencies, protecting the Government’s interests in cases 
before regulatory bodies and furnishing services to civilian agencies in these 
specialized fields. 

Last year you had $1,666,700, and for 1959 you are requesting $2 
million, which reflects an increase of 83.3 percent. Is that right, or is 

it 20 percent ? 20 percent is right, and not 33.3 percent. We are get- 
ting you high enough at that. 

Do you have a general statement with reference to your activities ? 
You are receiving a lot of attention. All of the railroad people are 
after you, as well as the ICC. 

Does this include your supplemental ? 


BIOGRAPHY OF COMMISSIONER SCOTT 


Mr: Mitts. Mr. Chairman; may T introduce Mr. Samuel Scott to 
you and the members of the committee? . He is our new Commissioner 
of Transportation and Public Utilities. 
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Mr. ‘Tuomas. Welcome aboard, Mr, Scott. Tell us about yourself. 
How long have you been with this agency ? 
Mr. Soorr. I have been with a little over a year, sir, in various 
capacities, 
ri Tuomas. Why; you are enadtiielin a native around here, then, 
if you have been here a year. 

What is your homestate ? 

Mr.‘Scorr. Illinois. 

Mr. Tomas: Giveous a little brief résumé of your background and 
experience, please. We are delighted) to have you, and we hope you 
feel as ee when you leave as you did when you came in, and we think 

ou wil 
Zi Mr. Scorr. Since the first of the year I have been with the Trans- 
portation and Public Utilities Service, as:‘Commissioner. 

Mr. Chairman, I have a shieet here setting forth biographical in- 
formation about myself. 

Mr. THomas. Would you please have it inserted in the record, and 
tell us about yourself ? 

(The information is as follows :) 


SAMUEL J. Scott, COMMISSIONER, TRANSPORTATION AND PusBLic UtiLities Service, 
GENERAL SERVICES ADMINISTRATION 


Date of birth : August 22, 1910. 
Education: Southern Illinois University, bachelor of education’ degree; Uni- 
versity of Illinois, bachelor of laws degree. 
Pxperience : 
1934—40: School administration and instructor, economics, business law, 
mathematics and physics. 
1940-42: University of Tlinois, faculty member, college administration: 
1942-47: Federal Bureau of Investigation, special agent, investigative’ and 
supervisory. 
1947-50: Holmes & Scott law firm, Metropolis, TIL, general practice of law 
in State and Federal eourts. 
1950-51: Central Intelligence Agency staff officer, planning and training. 


1951-54: Department of. State, attaché, American Embassy, Karachi, 
Pakistan. 


1954-56: Central Intelligence Agency. 

1956-57: Holmes & Scott law firm, Métropolis, 1. 

January 1957 to date: General Services Administration, special assistant 
to the General Counsel; member, Board of. Review (Contract Appeals) ; 
Commissioner, Transportation and Public Utilities Service. 

Mr. Tomas. Whenever.we give, anyone the liberty of putting 
something in the record, we know it. will be something nice. | De'not 
ever put anything bad about yourself in the record. 

Mr. Scorr. I was born and reared in southern Illinois, 

Mr. Tuomas. That will ring the bell with one of our very dis- 
tinguished members of the committee. There is no need of my 
mentioning any names. 

Mr. Scorr. I am a graduate of Southern Ilinois University and I 
taught school in es Illinois, - Then I graduated. from the 
Illinois University Law School. I engaged in the general practice 
of law in southern [llinois in the local, district;and Federal courts, 
and then served about 6 years asa special agent of the FBI durin 
World War IL.. I served overseas as an attaché in the Department of 
State at Karachi, Pakistan. 

Mr. Tuomas. You have been traveling; have you not? 
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Mr. Scorr. I also served as a staff officer with the Central Intelli- 
gence Agency. 

Mr. Tuomas. What did you do immediately prior to coming here? 

Mr. Scorr. I was engaged in the practice of law. 

Mr. Tuomas. That is a very fine record and you are quite a young 
man. 

Mr. Scorr. I first came to GSA as a special assistant in the General 
Counsel’s Office, and was the agency services coordinator at one time. 
Mr. THomas. Welcome aboard. We are delighted to have you. 

What. are your main headaches here? ow much was your 
supplemental ? 
INCREASE REQUESTED FOR 1959 


Mr. Scorr. We are asking here for an increase of $333,300. We 
are asking for a budget of $2 million for 1959. j 
Mr. Tuomas. What did you do with your $2 million this. year? 


EMPLOYMENT 


How many employees do you have, and how many do you expect 
to get with this? 

Mr. Scorr. Based on our $1,666,700 availability, including SAGE, 
we have 203 employees at the present time. 

Mr. Tuomas. How many? 

Mr. Scorr. 203, and we are asking for an increase to 232. 

That represents an increase of 29. 

Mr. Tuomas. Where are your green sheets on this activity? 

Mr. Kennepy. At page 244 of the justifications. 

Mr. Txowas. I mean your sheets covering the entire operation. 

Mr. Kennepy. This is a summary sheet, sir. 

Mr. Tuomas. This does not cover all of it, does it? 

Mr. Meprey. Yes, sir. 

Mr. Tuomas. Where are these people located? Are they located 
in the field and the headquarters? I notice you want a total of 232. 

Mr. Scorr. That is the total; yes, six. 

Mr. Tomas. You will have 75 in the field, and 157 in the District 
of Columbia in all of your activities? 

Mr. Scorr. That is our request for 1959, sir. For 1958 we have 136 
here in Washington and 67 in the field, making a total of 2038. 

Mr. Tuomas. It has been reported that you people do not have 
enough work to do.over there to keep half your clerical force busy— 
up until recently. 

Is there any truth in that? 

Mr. Scorr. Sir, that is not the condition, and has not been since I 
have been over there as the Commissioner. We have a very heavy 
workload. 

Mr. Tiiomas. I note you have 1 GS-18, 1 GS+17, 5 GS~15’s, 13 GS- 
14’s, 18 GS~13’s; and so forth. 

What are your GS-12’s, GS-13's, GS-14’s, and GS-15’s? 

Mr. Scorr. Five of the GS+14’s and GS-15’s are division directors 
here in Washington; 4 are branch chiefs; and the remaining 8 are 
technical personnel. Grade GS-13 includes 5 regional directors and 
2 branch chiefs. ‘The remaining 18 GS~13’s and all 25 GS-12’s are 
technical personnel. 
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Mr, THomas. You have a GS-17, a GS-16; and 4 GS-15's.. What 
are their activities? ’ 

Mr. Scorr. You see, we aré asking for only funds here for'aGS-18 
and GS-17 in our 1959 budget. We have a GS-17 and GS-18 in fiscal 
year 1958, but no GS-16. 

Mr. Tuomas. You will have 4 GS—15’s, 13 GS-14’s, 25 GS-13’s; and 
what do your GS-13’s do? 

Mr. Scorr. Five of the GS—13’s are regional directors, and the bal- 
ance includes branch chiefs and tehcnical personnel. 





1958 PROGRAM 





Mr. Tuomas. Permit me to read this language which appears on 
page 229. Itis very readable: 


In summary, for 1958, the following activities are provided for: (1) con- 
tinuing field surveys for the full year at an increased level which will include 
regional surveys in such centers as New York, N. Y., Denver, Colo., and San 
Francisco, Calif.; (2) issuance of governmentwide policies and procedures 
governing traffic movements and increased assistance to customer agencies; 
(3) increased representation at rate proceedings before regulatory bodies; 
(4) a needed increase in regional transportation staffs to serve the demands 
for rate and routing services, and participation and followup on regional sur- 
veys, especially in the New York, N. Y.; Chicago, Ill.; Seattle, Wash. ; Dallas, 
Tex.; and Boston, Mass. areas; and (5) part year participation in the SAGE 
program. 

1959 PROGRAM 





























The estimate for 1959 in the amount of $2 million proposes an increase of 
$333,300 over the comparative availability of $1,666,700 for 1958. These funds 
are vitally necessary to carry out GSA’s responsibilities under its basic statu- 
tory authority. Of the increase, $60,300 is to provide more effective traffic 
services in selected regions where field inspections have indicated great po- 
tential for tangible economies, and increased services to the agencies ;' $100,000 
is to provide increased representation in rate litigation including economic and 
statistical participation through exhibits and direct testimony of technical 
witnesses; $100,000 is to annualize participation: in the SAGE program, in- 
Cluding the necessary legal services involved in regulatory matters; and the 
remaining $73,000 is for minor program adjustments and other administrative 
operations for expanded programs. 

Would yowplease give.us a breakdown of the $73,000 ? 

Mr. Scorr. That $73,000 is made up of $41,300 for “AO” support 
per the basic programs—— 

Mr. Tuomas. What is “AO” support ? 

Mr. Scorr. That is administration operations support for this ap- 
propriation consisting of lawyers, Comptroller’s office, and other staff 
services. ) 

Mr, Tuomas..'The “Medley fund” is here with us again 

Mr. Scorr. Yes, sir; part of it. ‘ 

Mr. Tromas. Where is the rest of it? Ithought he was' going to 
get it all, but he got only $41,300, a aaa 

Mr. Scorr. $20,300 is for our participation in, public-utility cases 
before Federal and State regulatory bodies. 

Mr. Tuomas. I thought you had $100,000 for that’ specifically set 
aside. 

Mr. Scorr. The $100,000, sir, is for increased participation im trans- 
portation cases before regulatory bodies. This $20,300 is for increased 
participation in public-utility cases. 
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Mr. Tuomas, You mayproceeds) a) w evil well wrago y f 
Mr. Scorr. It also includes $10,000 for a waybill analysis that, is 
being made, and $1,400 for minor adjustments. 


WAYBILL ANALYSIS yi, 


Mr. Tuomas. What is the waybill analysis.in the amount of $10,000? 

Mr, Scorr..The Interstate. Commerce-Commission makes available 
to us from their 1-percent sample of, rail carload;shipments copies of 
waybills. _We make a study of them in order to determine the agen 
traffic flow not only under Goyernment. bills of lading, but what is 

oing by commercial bills of lading. This enables us to get together 
Sian which will be useful. in preparing; oun regulatory, case exhibits 
and our testimony in cases in which we,appear and offer testimony 
before the regulatory bodies... it 

Mr, Kennepy. May. I point out that in that particular area,there is 
a: complete absence of ‘information on agency traflic patterns. Twe 
committees‘of the Congressthe Interstate and Foreign ‘Commerce 
CoOL nV specifically ‘requested us to make these types of 
studies. . ' ' 

Mr. Jonas. Mr. Chairman, we do not: knewrwho this gentleman. is 
who is now speaking. wok: waMy o1 

Mr. Kennepy. Mr. Jonas, T'am Mr? Kennedy, the Deputy Commis- 
sioner, Transportation and Public. Utilities Service, GSA. 


TRANSPORTATION SERVICES 


Mr. THomas. Let us now’ také a detailed look at this request; that is, 
the overall picture here. Mr, Reporter, put pages 230 through 233 in 
the reeord at.this point. 

(The pages referred to follow: 


ly Transportation services 


Average employment 


$1, 157, 700 
+160, 700 


HIGHLIGHT 


“Plans and procedures for improving transportation practices of civilian agen- 
cies are developed; reasonable rates are. negotiated with carriers; interests of 
the Government, in cases before regulatory bodies are protected; and. rates, 
routing, and related services are supplied to,civilian agencies. The increase. for 
1959 will allow more adequate participation in rate negotiations and litigation, 
and some improvement in services to civilian agencies.” (From the Budget for 
1959. ) 

Of the $160,700 proposed increase for 1959, 58.5 percent will be devoted to in- 
creased participation in rate proceedings before regulatory bodies; 36.1 percent 
for increased emphasis on reductions in transportation charges and added rate, 
routing, and related seryices primarily directed to field activities of customer 
agencies; and the remaining 5.4 percent is for contribution to the retirement 
fund. 








JUSTIFICATION 


(a) Trafic surveys and program analysis —Conducts on-site surveys of civilian 
agencies to determine the size, scope, and complexities of transportation problems 
and planning for their solution; collects, compiles, and analyzes basic economic 
and statistical data for use in proceedi before regulatory bodies and as aids 
in developing procedures to improve transportation practices throughout the 
Federal Government. 


Performance is reflected in man-years since activities are not susceptible to 
other units of measure. 





Trafic surveys—tin. line with recommendations of the. Hoover Commission, 
surveys were started late. in 1957 for,the purpose of developing a thorough kuewl- 
edge of the Government’s transportation and traffic-management requirements 
and the methods employed to fulfill these requirements, so that.uniform policies, 
regulations, procedures,. and, practices.may.be.established in. the, interests. of 
economy and. efficiency, . 

Results already stemming from the seven surveys, completed in the last half 
of 1957 confirm that, as the governmentwide problem is. measured and specific 
recommendations are implemented, improved agency management of traffic is 
achieved. Briefly, the surveys disclosed 54 major, areas for improvement... One 
or more such areas for improvement were found to exist in several of the agencies. 
The more important recommendations were; 

1. Delegate sufficient authority to the transportation organization for 
contracting for all transportation services. 

2. Centralize transportation functions; under, the technical direction of 
the transportation organization. 

5., Revise. proeurement.,policies by requiring, vendors to submit bids on 
f. o, b. origin and destination basis, thereby permitting the transportation 
organization to evaluate the transpertation-cost factors in;the procurement 
of supplies, equipment, and.materials. 

4. Elevate the transportation organization..to, the same. level. of. other 


operating elements to assure adequate consideration of the transportation 
problems. 


5. Require ordering facilities to submit requisitions on predetermined 
schedule basis, thereby minimizing transportation expenditures and reduc- 
ing pipeline time. 
6. Eliminate costly duplicate tariff files with their maintenance. 
7. Compile, maintain, and analyze transportation data to determine traffic 
flow and pattern, distribution of tonnage, and transportation costs. 
8. Preclude use of extra-cost transportation except where warranted. 
Six of the 7 agencies surveyed have indicated that more than 90 percent of 
the recommendations have been or will be implemented. In addition, continuing 
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liaison with these surveyed. agencies) is. geared to, assisting in the necessary 
implementation of the recommendations for improved traffic management. 

During 1958, 15 surveys of executive agencies having more substantial trans- 
portation volume are contemplated. 

For 1959, it is proposed to perform 5 surveys of executive agencies at their 
headquarters level (Washington) and extend the surveys: to executive-agency 
field installations to which the operating functions have been decentralized. 

Program andlysis.—Prepares cost studies in order to facilitate future handling 
of rate cases, accelerate development and issuance of policies and procedures, 
and Serve as a base for the preparation of handbooks, guides, and pamphlets to 
foster. the installation and uniform application by civilian agencies of the most 
advanced practices. | 

The budget for 1959 provides for eontinuing both activities at the same perform- 
ance cost as 1958. 

(b) Negotiations and litigation.—Pursuant to a statutory duty, participates 
before State and Federal regulatory bodies to protect the interests of the Goy- 
ernment as a largé user of transportation Services; negotiates with carriers for 
adjustment of rates and charges to prevent excessive transportation costs or for 
special services not available under the provisions of published tariffs. 

Performance is reflected in man-years, since activities are not susceptible to 
other units of measure, 





46. 5 
$7, 445 


Performance cost ~~ $303, 500 $346, 200 
ini enieabiewatatittmenl tink one Setandttte ecnnis tentete +$17, 500 


Total estimate | 
} ! 





The major statutory responsibility in the executive branch was vested in GSA 
to protect the interests of the Government as a user of transportation. Since 
this area includes analysis and participation in proceedings involving the level 
of rates, as well as the rates themselves, it is capable of producing great savings 
in transportation costs, not only from negotiated rates, but also from litigation: 
For example, recently, in Ex parte 206 before the Interstate Commerce Commis- 
sion and in the Southern Motor Carriers application, the entire rate structure 
was at issue based on rate-increase proposals by rail and motor carriers. It is 
generally estimated that the granting of entire relief in Hz parte 206 to the 
rail petitioners would have involved an increase of .the rate structure involving 
several billion dollars. The relief granted the carrier petitioners was only a 
portion of the increase sought. This example is given only for the purpose of 
emphasizing the importance of these activities toward producing government- 
wide savings on all Government traffic through our intervention and active 
participation. 

The appropriation for 1958 provided for some increase in these rates. The 
estimate for 1959 provides for an increase of 12.9 man-years to further improve 
coverage of these expanding activities. 

(c) Operations.—Maintains current freight tariff files and related publications 
and furnishes civilian agencies with rate, classification, routing, mode of trans- 
portation, and miscellaneous information pertaining to shipments of property by 
common and contract carrier. Work unit of service items consists of one com- 
plete service furnished pursuant to reqnest for rate, routing, classification, or 
other related information. 


1957 


Serveee items SCG LLa LL TS Be ea. 116, 381 
. . 00 





Performance cost _ - 
Retirement 
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During 1956 small traffic units in-each region, averaging 5.8 employees, were 
successful in initiating limited extension of service to other agencies and field 
installations. No additional staffing could be provided the regions under the 
1957 appropriation and increases in the Federal supply stores sales has increased 
the demands for traffic service to the point where service to other agencies could 
not be expanded to meet their needs. This condition will be improved in 1958 
providing an average of 6.7 positions in each regional office which will increase 
workload capacity from 116,381 service items to 137,000. 

The estimate for 1959 proposes further strengthening of regional operations to 
an average of 7.5 positions per region and imereasing capacity for service items 
to 158,000. 

EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$1,079,700. Increases are requested to provide 
more adequate representation before regulatory bodies, and progressively extend 
rate and routing services in the fieid. 


| 1957 
Depart-| Pield| Total Depart, Field} Total 
ment ment 





(a) Traffic surveys and program analysis_ 
(6) Negotiations and litigation : 
(4). DeSTOUIINR 4 Sace- coweenss << ee 


Total positions 
Total average employment- -_-__- 


Other objects.—$238,700, or 18.1 percent of total estimate, provides: 

(1) $35,000 for 1,522 travel days at $23 for attendance at regulatory body 
hearings, meetings, and conferences, and for central office participation in trafiic 
surveys of field installations. 

(2) $25,000 for communication services. 

(3) $30,000 for printing and reproduction. 

(4) $34,100 for contractual services mainly for preparation of transcripts of 
hearings and exhibits incident to hearings before regulatory bodies. 

(5) $18,600 for equipment for new employees and gradual upgrading of 
equipment now in use. 

(6) $70,200 for contribution to the retirement fund. 

(7) $25,800 for supplies and miscellaneous office expenses. 


Transportation services this year is $1,157,700, and you want to in- 
crease that by $160,700 up to $1,318,400. 


EMPLOYMENT 


How many employees are in the transportation service increase? 
You have a total increase here of 16.2 man-years. How many actual 
jobs does that represent? 

Mr. Scorr. That will be 26, sir. 

Mr. Tuomas. That would be an increase of 26? 

Mr. Scorr. Yes, sir. 

Mr, Vurse t. Is that overall ? 

Mr. Scorr. Yes, sir; that is the total overall. 

Mr, Tuomas. Let us proceed with this detailed information. 

Mr. Miuus. There are 26 more people for transportation services, 
Mr. Chairman, which would bring the total from 170 up to 196. 

Mr. Tuomas. You would have 101 in the District, an increase of 9, 
and in the field you have 62. You have an increase of 16.2. Is that 
man-years ? 
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Mr. Scorr. It represents an increaseof 26 people for transportation 
activities, or 16,2 man-years, “. 
Mr. Tuomas. You. state in your justifications as follows: 


Plans and procedures for improving transportation practices of civilian agen- 
cies are developed, reasonable rates are negotiated with carriers ; interests of the 
Government in cases before regulatory bodies are protected; and rates, routing 
and related services are suppiled to Civilian agencies. “The increase for 1959 
will allow more adequate participation in rate negotiations and litigation, and 
some improvement in services to civilian agencies. 

Of the $160,700 proposed increase for 1959, 58.5 percent will be devoted to in- 
creased participation in rate proceedings before regulatory bodies ; 36.1 percent 
for increased emphasis on reductions in transportation charges, and added rate, 
routing, and related services, primarily directed to field activities of customer 
agencies, and the remaining 54 percent is for contribution to the retirement 
fund. , 


You break that down into traffic surveys and program analysis, 
negotiations and litigation, and operations. 
hat is the situation with regard-to your performance here for 
fiscal 1957 and 1958 ? 
Tell us about what you have been doing. 


WORKLOAD 


Mr. Scorr. We have presented 33 cases in litigation before Federal 
and State regulatory bodies. We conducted 7 traffic surveys in fiscal 
year 1957.and issued reports thereon. 

Mr. Tuomas. How many of those did you print, and what, did they 
cost? 

Mr. Soorr. $4.90 a copye:ine. so) 

Mr. Tuomas. How many did you have printed? 


Mr. Scorr. 100. 

Mr... Tomas... That..is. not very many. What. is the purpose of 
printing only: 1004 

Mr. Scerr. We disseminated them among our: own personnel and 
a }so-— 

Mr. Tuomas. Is it, a thimeographed printing job, or, what is it? 

Mr. Scorr. It, was done by the offset. process, and they were also 
sent to the personnel of the agencies which were surveyed. 

Mr. Tuomas. Proceed, Mr. Commissioner, and’ tell us about ‘your 
activities. 

I notice that during 1958, 15 surveys of executive agencies having 
more substantial transportation yolume.are contemplated, and also 
that 6 of the 7 agencies surveyed have indicated that. more than 90 
percent of the recommendations have been or will be implemented, 
and that you hope to save the Government some money. 


SAVINGS REALIZED FROM PROGRAM 


I have not seen any dollar marks yet where you have come up with 
one 5-cent saving. Can you put your finger on any savings? You are 
going to have to justify your existence, and you have not’ done it. so 
far. You had better get busy. 

Mr. Frorre. The last. paragraph on page 229 Mr. Chairman, is 
relevant to this discussion. 

Mr. Trromas. I will read the last paragraph on that page. 
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Through negotiations on traffic movements with carriers alone, GSA achieved 
reductions in the transportation charges in 1957 of $9.7 million. Present esti- 
mates indicate that in 1958 in excess of $10 million will be achieved and it is 
expected in 1959 to realize over $12.5 million. Economies of this nature are 
documented and are made available for review by congressional committees and 
other appropriate agencies. This is in addition to the savings measured in 
percentage reductions in rates granted for increases not permitted to carriers 
and utilities by regulatory bodies, aggregating several billions of dollars in thé 
major cases in which GSA actively participated. 

That is good. Please give us a breakdown of that $9.7 million. 

(A tabulation of the $9.7 million savings in 1957 was supplied later 
to the committee.) 

Mr. Scorr. The $9.3 million savings documented for 1956 was the 
subject of a study made by GAO. Mr. Kennedy here knows about 
these particulars. 

Mr. Kennepy. Mr. Chairman, you will recall that last year $9.3 
million was reported as 1956 savings. This was done followimg a re- 
view of approximately 5,500 vouchers by theGAO. 

Mr. Tomas. What did the General Accounting Office do? 

Mr. Kennepy. They reviewed 5,528 of our vouchers and it validated 
the existence of these savings which were questioned in certaim:quar- 
ters of the Congress. In adddliticnl to that, they validated the standards 
on which we took these savings. Therefore, we feel we can come to 
you with a true story and tell you that these are dollar and cents sav- 
ings or reductions in transportation costs. 

Mr. Tuomas. The fiscal year was 7 months old when you were here 
last year ¢ 

Mr. Kennepy. We were able to achieve these savings through ne- 
eo basically, and through voluntary actions by carriers in re- 

uctions in transportation charges under section 22 of the ICC Act. 

Mr. Tuomas. What cases were they? Put them in the record. 

Mr. Kennepy. I would like, if I could, Mr. Chairman, to divide 
the savings that we have achieved in the two areas mentioned here. 
One is actual savings through negotiations. 

Mr. Tuomas. That is in addition to your $9.7 million?» We are 
talking about the $9.7 million at the present time, and will go into 
the general areas later. 

Mr. Kennepy. The more general areas arose out’ of our participa- 
tion in cases of the presently existing litigation before the ICC, Zax 

arte 212, and its predecessor Ex parte 206 where requests aggregat- 
ing about $1.3 billion were invelved: 

Ve feel in representing the Government as a shipper we were able 
to materially assist the ICC in obtaining the total shipper experience. 
This shipper data is a necessary basis for the ICC’s consideration in 
ruling on any case. 






































LEGISLATIVE AUTHORIZATION FOR PARTICIPATION IN FREIGHT RATE CASES 


Mr. Tuomas. What is the name of the case you are talking about? 

Was it not handled by the Department of Justice? 

Mr. Kennepy. No, sir; under the statutory obligation. we have 
under section 201 of Public Law 152, 81st Congress, we handle cases 
before the regulatory bodies. 
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Mr. Tuomas. Will you please read section 201 into the record at 
this point? The big case was handled, I believe, by the Department 
of Justice a couple eee ago; was it not? 

Mr. Kennepy. I believe you are referring to the reparation cases. 

Mr. Tomas. Will you please read section 201 of Public Law 152 
-in the record at this point ? 

Mr. Kennepy. (reading) : 

The Administrator shall, in respect of executive agencies, and to the extent 
that he determines that so doing is advantageous to the Government in terms 
of economy, efficiency, or service, and with due regard to the program activities 
of the agencies concerned with respect to transportation and other public 
utility services for the use of executive agencies, represent such agencies in 
negotiations with carriers and other public utilities and in proceedings involy- 
ing carriers or other public utilities before Federal and State regulatory bodies, 

Mr. Tuomas. What about the courthouse, though ? 

Mr. Kennepy. The Department of Justice will appear there. 

Mr. Tuomas. That is what I had reference to, 

Mr. Kennepy. Only in cases involving court actions, because in the 
oe cases, you will recall, that action predated the enactment of 
this law. 

Mr, Tuomas. Under the existing law the railroads, the minute they 
accept shipment of Government property get out a bill of lading and 
a cost sheet, and send it in and it is paid by that agency. It is paid 
right off the bat. 

he railroads do not wait. It is not audited. When it finally gets 
around to that agency, particularly the armed services—they are the 
big ones—they are supposed to audit their own bills, but they go over 
to the General Accounting Office and the General Accounting Office 
does the auditing. 

Who does the paying? Do the agencies do the paying? 

Mr. Kennepy. Yes, sir. 

Mr. Tuomas. That is the only instance in government that I know 
of that the bill is paid right off the bat. Everyone else waits to get 
the money. 

Mr. Kennepy. That is by a special act of Congress, section 322 of 
the Transportation Act of 1940. 

Mr. Tuomas. That is right. 


SAVINGS TO THE GOVERNMENT 


How are you going to save the Government any money ? 

Mr, Kennepy. We save it, Mr. Chairman, long before that. 

Mr. Tuomas. Long before it is paid? 

Mr. Kennepy. Yes, sir; the savings are achieved because if we were 
not in there to assist that agency they might be shipping at the pub- 
lished tariff which is higher than rates we can negotiate. 

For example, under section 22 of the ICC Act, we obtain reduced 
rates through voluntary quotations from the carriers. 

Mr. Tuomas. Now we are getting something definite. How do you 
make this $9.7 million savings? Do you make it through reduced 
rates, or what? 

Mr. Kennepy, Yes, sir; because we ship at less than the published 
tariff. 

Mr. Tuomas. How do you arrive at your figure of $9.7 million? 
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Mr. Scorr. That, sir, is arrived at as the difference between what 
the published rate is on the shipment and what the final rate is which 
veges for them in negotiation. 

r. Tomas. Can you break that figure down and show us how 
you arrive at is? 

Mr. Scorr. I believe Mr. Cowling can do that. 

Mr. Cowiine. We cannot give you an itemized list, Mr. Chairman, 
but here are a few representative items—— 

Mr. Tuomas. I thought you already had it prepared. 

Mr. Cowie. No, sir; we do not. 

Mr. Tuomas. How did you arrive at the figure of $9.7 million ? 

Mr. Cow tine. We keep a running total each month. 

Mr. Tuomas. You sound my old lawyer friend arguing a case in 
the courthouse when he gave all of the facts and statistics. I said, 
“Judge, where did you get all those pieces of evidence and facts?” 
He said, “I made them up as I went along.” 

Is that what you have done? 

Mr. Cow .tne. No, sir; we have each one of these savings docu- 
mented. 

Mr. Tuomas. It is no secre-—— 

Mr. Cow trne. I will give you one substantial one. Recently, the 
Department of the Treasury asked us to assist in the return of $120 
million worth of silver which had been loaned the Governments of 
India and Pakistan sy the war. We managed to reduce the 
ocean-transportation rates from 1.25 percent ad valorem to exactly 
one-half, or 0.625 percent ad valorem, at a saving of $700,000. 

Mr. Tuomas. Is that a part of your $9.7 million? Tell us how you 
did it. We have no control over deep-sea rates, 

Mr. Cow1ina. There is considerable competition in the ocean in- 
dustry between carriers, both American flag and foreign flag. For- 
tunately, all of our traffic moved via American-flag vessels, 3 confer- 
ence lines and 1 nonconference line. 

The savings resulted, in our opinion—— 

Mr. Tuomas. Does the Maritime Administration regulate the deep- 
sea tariff rates ? 

Mr. Cowie. Not in that respect; no, sir. 

Mr. Tuomas. Does it in any respect ? 

Mr. Cow.tna. I think competition regulates the ocean freight. 

Mr. Tuomas. How did you save that $700,000? Who were the car- 
riers involved ? 

Mr. Cowi1nc. The American President Lines, the Pacific Far East 
Lines, the Isbrandtsen Line, and the American Export Line. 

Mr. Tuomas. What rates were they charging you! What was that 
rate reduced to? 

Mr. Cowiina. The tariff rate was 1.25 percent ad valorem, or at the 
value of the material, and we reduced that exactly 50 percent at a 
saving of around $700,000. 

Mr. Tuomas. Were they subsidized lines ? 

Mr. Cowirne. Some of them are; yes, sir. 

Mr. Tuomas. Were they all subsidized lines? 

Mr. Cowttna. No, sir; I believe Isbrandtsen Line is not subsidized. 

Mr. Tuomas. Do you know whether or not the subsidy went. up by 
virtue of your operations ? 
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Mr. Cowtinc. We have reason to believe it did not, because this 
was an unusually large movement, and although the rate was con- 
siderably reduced, it was, nevertheless, compensatory. 

Mr. Tomas. It is quite unusual when you get any reduction in 
rates from carriers. How did you do it? 

Mr. Cowiine. We did it through negotiations with the carriers. 

Mr. Kennepy. Also, Mr. Chairman, these negotiations involve car- 
riers who are highly competitive. 

Mr. Tuomas. We ship a lot of giveaway food, as some of us call 
it, to the various countries, and we have a statute that says it has to 
be carried by American bottoms and, mostly, subsidized American 
bottoms. Now, did you go in there and beat those rates down? 

Mr. Cowtine. If they were unreasonable, yes, sir, we did, and I 
am happy to say that 72 percent of our traffic moves in American-flag 
bottoms. 

Mr. THomas. What about those rates? Are those rates unreason- 
able? Why do you pick on silver, and you do not pick on anything 
else ? 

Mr. Cowie. One of our goals is to obtain the most economical 
and efficient transportation service for the Government as a shipper. 

Mr. Tomas. When do you go into action? That is what I do not 
understand. Of course, we realize that the deep-sea shipping business 
is in the doldrums right now, and a lot of bottoms are lying in the 
drydocks which heretofore were on the high seas. How do you fit 
into the picture? When bottoms are high, shippers are paying high 
prices, and, when bottoms are pretty much in excess, that sort of 
knocks the price down. How do you fit in there? Do you ride with 
the supply and demand ? 

Mr. Cowrine. That is generally the idea. Where we have large 
offerings we are able, through our rate analyses to arrive at what we 
consider will be a fair and reasonable rate. 

Mr. Tuomas. How much did you save on coal shipments, and how 
much have you saved on agricultural shipments, if anything? 

be Cowtine. We have no agricultural shipments, but the coal 
is about 

Mr. Tuomas. Do you look over all shipments which the Govern- 
ment makes ? 

Mr. Cowtrna. No, sir. 

Mr. Tuomas. What is your yardstick? I cannot understand your 
yardstick. When do you move in? 

Mr. Kennepy. The agencies may come to us voluntarily, under sec- 
tion 201. It is for the use of executive agencies that we negotiate. 
So, in effect, we do not control their traffic. They come to us for as- 
sistance as a service agency. The Administrator, then, under the 
authority that he has, views the conference rates as a shipper. 

Mr. Tuomas. You have no authority to move in on your own ini- 
tiative on any of these hearings, or any of these rate meetings. Do 
you have to be called in by one of the Government agencies? 

Mr. Kewnnepy. No, sir; not with respect to the regulatory hear- 
ings;.only with respect to the negotiations on behalf of other agencies 
on movements affecting their programs. 

_ Txomas. These hearings are always open to the public, are they 
not ¢ 





a a a a a Se 


a 


291 


Mr. Kennepy. Yes, sir. 

Mr. Tuomas. You can move in and listen ? 

Mr. Kennepy. Yes, sir. uch 

Mr. Tuomas. If you are going to take part, you have to be invited 
in; is that it? 

Mr. Kennepy. No, sir. 

Mr. Tuomas. Well, your own shipments are sizable, but in the 
overall picture you are hardly a drop in the bucket. 

Mr. Kennepy. Yes, sir. 


EXEMPTION OF THE MILITARY ON TRANSPORTATION CASES 


Mr. Tuomas. In other words, you cannot go into an armed serv- 
ices rate hearing unless you are invited ? 

Mr. Kennepy. That is correct so far as transportation rate hear- 
ings are concerned. 

r. Tuomas. And you cannot take any part, and you cannot go in 
and ask that any tariff be reduced unless one branch of the armed 
services requests your services; is that true? 

Mr. Kennepy. Yes, sir; in transportation cases, by reason of an 
exemption under our act, which is in the proviso, it says that the 
Secretary of Defense may, from time to time, and unless the Presi- 
dent shall otherwise direct, exempt the Defense Establishment from 
action taken or which may be taken by the Administrator under 
clauses (1), (2), (3), and (4), above, whenever he determines such 
exemption to be in the best interests of national security. In 1954 
the Teceetairs! of Defense did make this exemption with regard to 


transportation. He did not make this exemption with respect to 


public-utility cases. 

Mr. Tuomas. For 1958 and 1959, are you looking into transporta- 
tion rates, land and water, of the armed services? 

Mr. Kennepy. No, sir; not with respect to transportation. This 
is a complete exemption. 

Mr. Tuomas. Who are you looking into? 

Mr. Kennepy. We are looking on behalf of civilian agencies. 

Mr. Tuomas. The armed services represent 80 percent of all the 
Government transportation bill, do they not? 

Mr. Kennepy. It is a large part. 

Mr. Tuomas. What part is it? It is larger than a large part. It 
is at least 80 percent. Do you have any information on it? 

Mr. Kennepy. No, sir; we do not. 

Mr. Tuomas. What is your guess 

Mr. Kennepy. With respect to the military ? 

Mr. Tuomas. Yes, sir. 

Mr. Kennepy. With respect to the military, it is, I believe, 70 to 
80 percent of the total picture. 

Mr. Tuomas. That is about what I suggested, Now, they are 
exempt from your watchful eye? 

Mr. Kennepy. With respect to transportation ; yes, sir. 

Mr. Tuomas. What about utilities? 

Mr. Kennepy. No, sir; they have not declared their exemption with 
respect to utilities. 
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Mr. Tuomas. What was the basis of the thinking of the White 
House? Did they give any reason why the armed services were 
exempt from your scrutiny on transportation rates? 

Mr. Kennepy. No, sir; I would not be able to answer that. 

Mr. Tomas. No public reason was given ? 

Mr. Kennepy. All I know is that the exemption was exercised by 
the Secretary of Defense. 

Mr. Jonas. Was not the reason given that the armed services were 
already equipped and had their specialists in this field already set 
up and in operation ? 

Mr. Kennepy. They do not explain in any of the papers the rea- 
sons for the action. 

Mr. Jonas. Did they not already have those organizations set up 
within the Defense Department or in the armed services? 

Mr. Kennepy. They have organizations; ves, sir. 


AUTHORITY FOR PARTICIPATION IN SAGE CASES 


Mr. Vursey. Pursuing that question a little further with reference 
to the three warning lines, did this organization offer its services 
ify the telephone, communications, and electronics work, and things 
of that kind, when they were set up? 

Mr. Kennepy. The Department of Defense came to us for a dele- 
gation of authority which was given them, with respect to a number 
of communication lines early in 1953 and 1954. 

With respect to the SAGE project, that arose as a result of special 
legislation. It was written entirely without our knowledge. That 
was section 303 of Public Law 968 of the 84th Congress. 


Mr. Botanp. Can you read that section into the hearings? 
Mr. Kennepy. Section 303 is not very long. 

Mr. Botanp. I would like to have it read into the record. 
Mr. Kennepy. The pertinent part reads: 


Negotiations with communication common carriers, including cooperatives, 
and representation in proceedings involving such carriers before Federal and 
State regulatory bodies where such negotiations or proceedings involve contracts 
authorized by this paragraph shall be in accordance with the provisions of sec- 
tion 201 of the Act of June 30, 1949, as amended (40 U. 8. C. A. 481). 

Mr. Boranp. That is where you get your authority to enter these 
cases ? | 

Mr. Mutus. It is mandatory on us, under this law, to represent 
them in accordance with the provisions of our basic act. 

Mr. Botanp. Where is the mandatory provision in that law you 
are now reading from? 

Mr. Miuts. It says: 


Shall be in accordance with the provisions of section 201— 


and section 201 also has a provision that we “shall” intervene in 
these proceedings on behalf of the Government as a user or con- 
sumer where the Administrator determines it “advantageous to the 
Government in terms of economy, efficiency, or service.” 

Mr. Jonas. Will you please read section 201 next? 

' Mr. Scorrt. Yes, sir. 

Mr. Jonas. Please read the mandatory provision which was 
mentioned. 
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Mr. Scorr (reading) : 


The Administrator shall, in respect of executive agencies, and to the extent 
that he determines that so doing is advantageous to the Government in terms 
of economy, efficiency, or service, and with due regard to the program activi- 
ties of the agencies concerned— 
and the fourth subsection under that——— 

Mr. Jonas. What are you skipping now? Did you come to the 
end of a sentence or to a colon, or what ? 

Mr. Scorr. To a dash. 

Mr. Jonas. What was the last word ? 

Mr. Scorr. “Concerned,” and then it goes to subsection (4). 

Mr. Jonas. Is there a colon after “concerned” ? 

Mr. Scorr. A dash, and then you have subsections (1), (2), (3), 
and (4) under it. 

Mr. Jonas. Now, you are reading which one? 

Mr. Scorr. Subsection 4. It says: 

With respect to transportation and other public-utility services for the use 
of executive agencies, represent such agencies in negotiations with carriers and 
other public utilities and in proceedings involving carriers or other public 
utilities before Federal and State regulatory bodies. 

Mr. Bouanp. There is a great deal of discretion on the part of the 
Administrator, is there not? 

Mr. Scorr. Well, sir, it says “the Administrator shall.” 

Mr. Botanp. But the next sentence gives him the discretion, and 
it gives him great discretionary power, does itmot ? 

Mr. Scorr. To the extent that he determines it advantageous to the 
Government in terms of economy, efficiency, or service: 

Mr. Bontanp. So, actually, it is discretionary with the Administra- 
tor in many cases, is it not ¢ 

Mr. Scorr. Well, sir, we interpret that as being mandatory, within 
limits of certain standards. 

Mr. Botanp. Why did they put the next. clause in there, then? 

Mr. Fuorre. That covers the whole field. 

Mr. Botanp. There is left to you a great deal of discretion as to 
whether or not this particular division of your service will go into 
these cases, isn’t that so? 

Mr. Froere. Yes. 

Mr. Mus. The only yardstick that is given to the Administrator 
is this: 

In respect of executive agencies and to the extent that he determines that 
so doing is advantageous to the Government in terms of economy, efficiency, 
or service. 

Mr. Botanp. I know, but isn’t there discretion there ? 

Mr. Fioere. That covers the whole field. 

Mr. Tuomas. What about the section that gives authority to the 
President, regardless of who it is? It gives him authority to keep 
you out of the armed services. That nullifies the whole thing. 


NONAPPLICATION OF EXEMPTIONS TO SAGE PROGRAM 


Mr. Tuomas. That is 85 percent of your entire Government op- 
erations and transportation. 


Mr. Yares. Does that include SAGE operation ? 
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Mr. Mus. I believe it does. 

Mr. Yares, Isn’t that part of the Department of Defense ? 

Mr. Tuomas. That is transportation. 

Mr. Yates. SAGE is not really transportation. 

Mr. Tuomas. It covers transportation. 

Mr. Yates. It doesn’t cover public utility operations ? 

Mr. Fuorrs. We represent the Department of Defense in utility 
cases before a regulatory body. 

Mr. Yates. I asked whether this exemption applies to such cases 
as SAGE. May the President exempt the SAGE operation from your 
supervision ¢ 

r. Scorr. Section 303 of Public Law 968 as approved by the 84th 
Congress specifically brings us into that in accordance with section 
201 (a) of our act. 

Mr. Yates. I know you have the right to go in. The question I 
asked was whether or not there is an exclusory clause like the one he 
just read for transportation which applies to the SAGE operation. 

Mr. Mis. I believe the answer is “Yes.” 

Let me read it: 


Provided, That the Secretary of Defense may from time to time, and unless the 
President shall otherwise direct, exempt the National Military Establishment 


from action taken, or which may be taken by the Administrator under clauses 
1, 2, 3, and 4. 


Mr. Yates. If we appropriate this money to you the President may 
come along and stop you. 

Mr. Mirus. The Secretary of Defense could, unless the President 
Mn, Yares, Could h fro 

. Yates. Could he prevent you from appearing in any case on 
behalf of the Govcunant ‘ . 

Mr. Mus. Yes. The Secretary of Defense can exempt the Na- 
tional Military Establishment from clause 4 relating to transportation 
and public utility cases. 

Tuomas. As far as transportation or utilities as far as the 
Department of Defense is concerned. 

Mr. Miris. That is my understanding. 

Mr. Tuomas. It looks like that covers 85 percent of the total bill. 

Mr. Miuus. We have worked out an agreement with the Department 
of Defense which places sole respohalbility in connection with the 
SAGE proceedings before regulatory bodies in the Administrator of 
GSA. That is a formalized agreement that was entered into about a 
year and a half ago. We are proceeding under that working arrange- 
ment with DOD. 

Mr. Tuomas. Let’s get this straight. You are working with the 
Department of Defense on SAGE. Are you prevented by Executive 
order, or any pronouncement by the Secretary of Defense that pre- 
vents you from taking a hand in transportation and utility charges 
by the National Defense Establishment, or against the national-defense 
setup ? 

Mr. Mus. With respect to transportation, yes; but with respect to 
SAGE, no. 

Mr. Tuomas. What about utilities other than SAGE? 

Mr. Fioere. The same answer. 

Mr. Mitus. The same answer, “No.” 
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Mr. Tuomas. You are not prevented ? 
Mr. Mus. No, sir. 


Mr. Tomas. That was my understanding of what von said a while 
ago. The only prohibition against the Department of Defense is trans- 
portation cost. 

Mr. Mixxs. That is correct. 

Mr. Yares. There is no exclusory clause for public-utility work by 
your group ¢ 

Mr. Tuomas. There is, but the Secretary of Defense hasn’t used it. 

Mr. Yates. But he has the right to use it. If he does use it, then you 
are out, is that correct ? 

Mr. Kennepy. Yes, sir. He can exempt himself not only with re- 
spect to that, but with respect to the total of section 201, which is prac- 
tically any activity of GSA, or as it would impinge on the DOD 
operation. 

Mr. Mrits. Could I repeat something, Mr. Yates? 

We have a working arrangement with the Department of Defense 
which vests sole responsibility in the Administrator of GSA in connec- 
tion with the SAGE proceedings before regulatory bodies. I think 
you were making a telephone call at that time. I wanted to let you 
know. Mr. Chairman, I would like to submit for the record a brief 
statement clarifying this exemption matter. 

Mr. Tuomas. You can insert it when you review the transcript. 

(The following information on the subject of Department of De- 
fense exemption was later supplied to the Committee :) 


The possibility of an exemption by the Secretary of Defense on SAGE was 
discussed on April 12, 1956, on the floor of the House by Mr. Vinson (p. 6247 of 
the Congressional Record, vol. 102, pt. 5), as follows (italie supplied) : 

“The law which I have cited gives the Administrator of General Services 
Administration authority to represent agencies of the Government, including 
the Defense Department, in negotiations with carriers and other public utilities 
and in proceedings involving carriers or other public utilities before Federal 
and State regulatory bodies. 

“So far the authority granted is entirely clear. However, the language in 
the law immediately following that which I have just quoted permits the Secre- 
tary of Defense, on his own initiative, to exempt the Department of Defense 
from the exercise of the authority granted to the Administrator of General Serv- 
ices. That means that when the Secretary has exempted himself, the General 
Services is excluded from any of the activities which are the subject of the law 
which I quoted. 

“The only thing which can prevent the Secretary of Defense from exempting 
himself is for the President to ‘otherwise direct.’ If the President otherwise 
directs, then the General Services steps in the picture and performs all of the 
functions which are described in the law. 

“The authority given the General Services Administration is an important 
authority and it was granted to that agency by the Congress with the thought 
that the General Services Administration should maintain a proper surveillance 
of the utility contracts entered into by the United States. I believe this was 
a wise provision of law. 

“T am aware that.former President Truman took proper and strong action to 
prevent any exemption by the Department of Defense under section 201 (a), 
which was to the effect that General Services Administration should participate 
actively in these utility contracts. However, President Eisenhower revoked 
former President Truman’s letter so that today the Secretary of Defense is free 


to exempt himself, and, therefore, General Services. Administration has no voice 
in these matters. 


“If the Secretary of Defense does exempt himself, it simply means that the 
Department of Defense is in the position of being both the contracting party and 
the representative of the Federal Government. 
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“I might say that it is the intention of the committee to closely follow and 
watch any rates charged for communication services in any contracts made under 
the provisions of this section and, particularly so, if the Secretary of Defense 
should exempt the Defense Department from any jurisdiction by the Administra- 
tor of General Services, and if the President does not direct otherwise. The 
committee is cooperating as effectively as possible with the Defense Department, 
but recognizes that this field is a very delicate one, in which the interest of the 
Federal Government should be adequately and thoroughly protected. 

“T sincerely trust that the Secretary of Defense will not exempt the Depart- 
ment of Defense. The effect of that would be to eliminate the General Services 
Administration from any consideration of these very important matters. Jf the 
Secretary seeks to exempt himself, I sincerely trust that President Hisenhower 
will, in accordance with the law and the intent of the law, ‘direct otherwise’ 
and thereby bring the General Services Administration into the picture.” 


SAVINGS REALIZED 


Mr. Tuomas. You have saved $700,000 on silver transportation 
costs from India to here. Where is the rest of that $9 million? 

Mr. Cowttne. Here is another representative item. Ferronickel 
from Riddle, Oreg. 

Mr. Tuomas. Oregon to where ? 
io Cowtine. Hammond, Ind. The published tariff rate was 

3.60. 

Mr. Tuomas. Who was the consignee ? 

Mr. Cowtrne. The national stockpile. 

Mr. Tuomas. That is one of our own agencies. 

Mr. Cowtrne. Yes, sir. The published tariff was $83.60 per net ton. 
We reduced that through direct negotiation with the carrier to $30.72, 
about a $50-per-ton reduction. 

Mr. Tuomas. How much dollarwise does that amount to? 

Mr. Cowttna. On the single movement I have listed, it is $92,300. 

Mr. Tuomas. That is a lot of money. 

Mr. Cowttne. We had a small movement of emergency hospital 
units for Federal Civil Defense, from a warehouse at Mechanicsburg, 
Pa., to Romulus, N. Y. Through a nationwide adjustment we re- 
duced the computation of transportation charges from 70 percent of 
the first-class rate to 58 percent of the first-class rate. We saved on 
this small single movement $589. 

Mr. Tuomas. What are the items involved ? 

Mr. Cowttne. All those many individual items comprising the 100- 
bed and 200-bed emergency hospital units. 

Mr. Tuomas. Emergency hospital units. The consignee was the 
Civil Defense ? 

Mr. Cow11ne. Civil Defense warehouses. 

Mr. Tuomas. What is so peculiar about these emergency hospital 
units? We know what you are talking about. 

Mr. Cowtrna. They are large and bulky and comprise many, many 
different items that are separately listed in the carrier’s tariffs of 
published charges. In order to ship them as one unit, we prevailed 
on the carriers 

Mr. Tuomas. Who was the shipper? 

Mr. Cowtrne. The Federal Civil Defense warehouses. 

Mr. Tuomas. They are the consignee. Who was the shipper, or 
the manufacturer ? 
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Mr. Cow.ine. There are any number. There are a great many 
manufacturers of blankets, et cetera. 

Mr. Tuomas. What are some of the other agencies ? 

Mr. Cow.trne. We have for the State Department a classified ship- 
ment by air, on which we reduced air charges from $20,000 to 
$12,800. 

Mr. Tuomas. Where to and where from ? 

Mr. Cowtrna. From this continent to the Near East. 

Mr. Tuomas. Who was the carrier ? 

Mr. Cow.rna. I don’t remember the name of the carrier, sir. It 
is one of the commercial airlines. 


REASONS FOR EXEMPTION OF MILITARY 


Mr. THomas. What is the basis of the exemption of the armed 
services from your watchful eye when 80 percent of the entire trans- 
portation bill of the Federal Government lies in that agency? What 
is the reason behind that exemption ? 

Mr. Kennepy. What happened was this, Mr. Chairman: in 1949, 
on the enactment of this act, in order to achieve its enactment, a com- 
promise was struck by the leadership here in the Congress. 

As a consequence, the President, at that time President Truman, 
under the wording “unless the President. shall otherwise direct,” 
issued a letter to the Secretary of Defense in which he said in effect, 
“You shall not exempt wicaatl unless you get in touch with me, and 
also under section 205, I assert my right here to declare the policies 
that will determine the relationship between DOD and GSA.” 

That obtained until 1954, at which time an announcement was made 
that the letter of 1949 had been revoked, and then within a week or 
two the Secretary of Defense exercised his right of exemption under 
the proviso in section 201. 

Mr. Tuomas. What was the basis of that decision? Was there any 
public statement given as to why it was done? 

Mr. Kennepy. No, sir. 

Mr. Tuomas. What did the railroad people say and what was the 
argument inside the lower echelons of the Defense Department ? 

You are bound to know the answer to the question. 

Mr. Kennepy. I am not aware of that information, Mr. Chairman. 

Mr. Tuomas. You know what the answer is. The Defense Depart- 
ment people said, “We don’t need your activities, We have a staff 
over here doing this same job.” I disagree with them. I think they 
did need it. 

Haven’t you heard that? Haven’t you heard that criticism? I 
think they needed your help, or somebody’s help, from the appearance 
of some of those transportation bills the armed services create and 
some of the tariffs they pay. 

Isn’t that their argument, that they didn’t need your help, they had 
a staff that was capable of fighting their own battle, so to speak ? 

Mr. Kennepy. We participated with them in cases. They have 
intervened in cases with us, We felt, however, that we had been doing 
a job. We don’t know what the basis was for the exemption. 

Mr. Tuomas. You notice these matters. Do the armed services 
people, the Army and Navy or the Air Force have a staff of people 
engaged in this activity ? 
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Do they rely upon their own right arm to get these rates in line and 
keep them in line? 

Whom do they rely on, or do they do anything about it? 

Mr. Kennepy. With respect to regulatory appearances, I must ad- 
mit they do not appear in most of the cases. 

We, on the other hand, are usually the sole agency appearing on the 
basis of a statute that is of this general nature. The Department of 
Defense has intervened in some cases but generally it is for the pur- 
pose of observing the proceedings. 

With respect to negotiations, they have their own organization and 
military traffic management agency. 

Mr. Tuomas. Can you give us any more examples of where you 
made this savings? You know that is your only basis for existence, 
and I am surprised you didn’t bring it over here in tabular form. 
That is the only justification for your existence. 

Mr. Yates. How long have they been in existence ? 

They haven’t been in,existence very long. 

Mr. Kennepy. Two years as a Service. 

Mr. Yates. How long do rate cases last ? 

Mr. Scorr. Sometimes they last longer than 2 years. 

Mr. Yates. Sometimes they last 4, 5, or 6 years. 

Mr. Kennepy. Yes, sir. Our problem is this: As you point out, 
80 percent is in the military. We are calling to your attention that 
we have made approximately $10 million in savings on the 20 percent 
that is left. 

Mr. Tuomas. We are not questioning your figure, but we would 
like to see it. 

Mr. Miuxs, Mr. Chairman, there was a review made by GAO in the 
spring of last year, and we have a complete record on that audit. 

hat was the validation of the 1956 figure of $9.3 million savings. 

Mr. Evins. Do you have any information of any reductions effected 
by the DOD on their large volume shipments? 

Mr. Kennepy. No, sir; I have no information. 

Mr. Evins. You know of no cases of any reductions? 

Mr. Froete. We don’t have the information. 

Mr. Bortanp. You would have the information. They have some in- 
dividuals over there who negotiate with the carriers. They determine 
whether or not the rates are proper. If they think they are proper 
they don’t go before regulatory bodies to oppose the rate. They are 
satisfied with the rate that is given to them by the carrier. 

Mr. Evins. You mean the carriers are satisfied and the Department 
of Defense is making no objection because the gentleman has said 
there have been no appearances except for observations? 

Mr. Boranp. Apparently the Department is satisfied, too. 

Mr. Evins. Within the 2 years on the limited amount of exchange 
that you have, GSA has made a savings of about $10 million, and the 
Defense Department has about 80 percent of the volume of busi- 
ness which you don’t touch. You have no figures on any savings in 
that area through the Department of Defense ¢ ' 

Mr. Kennevy. GSA has made approximately $10 million in each 
of the 2 years of the existence of the Transportation and Public Util- 
ities Service. 
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GAO OPINION OF VALUE OF TPUS SERVICES 


Mr. Tuomas. | am relying on my memory to help me. Didn’t we 
ask, for the record, the General Accounting Office’s opinion on the util- 


ity and value of this young and fledgling setup, and they gave it a good 
healthy recommendation / 


Mr. Botanp. Yes, sir. 
Mr. Tuomas. Isn’t my memory correct on that? 
Mr. Boranp. Yes, sir; your memory is correct. 


EXEMPTION OF THE MILITARY 


Mr. Jonas. I don’t ayute understand Mr. Kennedy’s response to 
questioning a little while a 

He called attention to a otter written by former President Truman 
in 1949, which was directed to the Defense Department, in which he 
stated that the Secretary of Defense should not take advantage of the 
exemption provisions unless the President first peseen on it. 

Then you said that in 1954—Did you say 1954! 

Mr. Kennepy. Yes, sir. 

Mr. Jonas. That letter was withdrawn, and the Defense Depart- 
ment was permitted to claim the exemption. 


TRANSPORTATION MANAGEMENT PRIOR TO ESTABLISHMENT OF TPUS 


When did this organization begin functioning 

Mr. Kennepy. This organization began in GSA in 1949. 

Mr. Jonas. 1 mean your group. 

Mr. Kennepy. Our group has been in existence since 1955 as an in- 
tegrated element. 

However, appearances before regulatory bodies has existed since 
the inception of the agency. 

Mr. Jonas. To what extent did you have this group organized / 
How many people did you have in the office and to what extent were 
you functioning before this special group was organized 2 years ago? 

Mr. Kennepy. We were, you might say, at that time divided into 
two elements: You had tr ansportation handling the stockpile and you 
had a transportation handling element in the Federal Supply Service. 
The transportation element handling the Federal Supply Service in 
conjunction with Counsel did appear ‘before the regulatory bodies and 
implement i in effect the provisions of section 201 of the Federal Prop- 
erty Act. 

Mr. Jonas. Who did that? What office within General Services 
did it? 

Mr. Kennepy. The Federal Supply Service did it at that time. 

Mr. Jonas. It was not until 1955 that a special organization was 
created ¢ 

Mr. Scorr. July 1, 1955, it came into existence. 

Mr. Jonas. The Federal Supply Service did it? 

Mr. Kennepy. Yes, sir. 

Mr. Jonas. Were you in the Federal Supply Service? 

Mr. Kennepy. No, sir. 

Mr. Jonas. Were you engaged in this work prior to 1955? 

Mr. Kennepy. Yes, sir. 





300 


Mr. Jonas. Were you not in the Federal Supply Service from 1953 
to 1955? 

Mr. Kennepy. I was in the Office of General Counsel during that 
period, on this work, transportation. 

Mr. Jonas. You were not in the group then that made these inter- 
ventions ? 

Mr. Kennepy. Yes, sir. It was my office that handled them in the 
Office of General Counsel. 

Mr. Jonas. I thought you said Federal Supply Service did it. 

Mr. Kennepy. The Federal Supply Service provided the technical 
witnesses who testified. The lawyers were supplied by the Office of 
General Counsel in the regulatory appearances. 

Mr. Jonas. How much money did you save for the Government 
prior to the organization of this special office ? 

Mr. Kennepy. General Services has a progressive record of sav- 


ings. 

Mr. Jonas. Isn’t it a fact that you never made an actual effort to 
go into this field in a big way until this special office was created ? 

Mr. Kennepy. Yes, sir. I would say in a very active way we began 
to participate before regulatory bodies and offered testimony. Up 
to that time we had been on a limited-staff basis. 

Mr. Jonas. You began intervening and testifying when ? 

Mr. Kennepy. We have intervened and testified since 1949, but we 
did not develop as fully as we should have, perhaps, or as fully as 
we could have with a larger staff, the exhibits and the documentation 
which the regulatory bodies would like to have from us, based on Gov- 
ernment-shipper experience. However, that did not prevent us as 
attorneys from cross-examining the witnesses who appeared before 
the regulatory bodies. 

Mr. Jonas. When did you start negotiating with shippers? 

Mr, Kennepy. We began to negotiate with shippers in 1949. 

Mr. Jonas. Did you make any appreciable savings before 1957 ? 

Mr. Kennepy. Yes, sir; since 1950 you will see here on our chart 
that reductions in freight charges have been going up. 

Mr. Jonas. Read what it was in 1950 due to your efforts. 

Mr. Kennepy. In 1950, and of course I should say that this was 
eae negotiations then conducted under Federal Riecls Service, 

900,000. 

Mr. Jonas. That is the figure for 1950 which compares with the 
$9 million for 1957 ? 

Mr. Kennepy. Yes, sir; $900,000. 

Mr, Jonas. $900,000. That was in fiscal year 1950? 

Mr. Kennepy. Yes, sir. 

Mr. Jonas. Half of that year was during the Korean war. What 
was the comparable saving in fiscal year 1950, $900,000? 

Mr. Kennepy. Based on the organizational savings of that time, 
the reduction in freight charges were $900,000 on transportation. 

eer Jonas. What was it for each succeeding year down through 
1956 ? 

Mr. Kennepy. In 1951 we saved $1.8 million in transportation; 
in 1952 we saved $3 million; 1953, $4.6 million; in 1954, $6.6 million; 
1955, $8.1 million; 1956, $9.3 million, and 1957, $9.7 million, And at 
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the present time we are running $580,000 ahead of last year, which will 
bring us to about $10.4 million for 1958. 

Mr, Jonas. Do you attribute this jump in savings, or the fact that 
more savings are noted in recent years than over the earlier period, 
to the fact that this separate office was created ? 

Mr. Kennepy. Yes, sir. It gave us the opportunity to go out, for 
instance, and make available our services to other agencies. 

In addition, we encouraged them to come and see us, and to help 
with their problems. 

Mr. Jonas. You didn’t do that while you were operating under 
Federal Supply Service and under Gerierk Counsel ? 

Mr. Kennepy. We didn’t have the staff, sir. 

Mr. Scorr. We were limited in staff, sir. With the increased staff 
we have increased our participation in the regulatory proceedings, 
in our appearances there. We have been able to do it. 


RELATIONSHIPS TO ICC 


Mr. Vursett. Were there any other regulatory bodies assisting in 
this work that you have just referred to? 

This is railroad transportation now. Isn’t that pretty well policed 
by the Interstate Commerce Commission ? 

Mr. Kennepy. No, sir. I should say it is policed by the ICC, but 
it is not from the same approach that we take to it. Theirs is a 
sovereign capacity, to pass on a quasi-legislative and quasi-judicial 
responsibility, vested in them by the Congress. Our appearance there 
is strictly on behalf of the Government as a volume shipper. We ap- 
pear there and we tell them in effect what our experience has been and 
we cross-examine the witnesses who appear there on behalf of in- 
creases, and ask them what is the basis on which they are asking these 
increases. 

Mr. Vurseti. Do you suppose that this reduction, this saving that 
you receive to this point, has had anything to do with the rather dire 
conditions the railroad people find themselves in with reference to 
their earnings? 

Mr. Kennepy, No, sir. 

Mr. Vursetu. In other words, does this make any difference when 
you are in representing this case? 

Mr. Kennepy. Yes, sir. We are there for the lowest reasonable 
rate that any large shipper would ask for. 


RELATIONSHIPS WITH FCC IN SAGE PROGRAM 


Mr. Vursetx. Getting into this SAGE program, you had consid- 
erable experience in representing the public or the Government in this 
program ? 

Mr. Scorr. In public-utitily cases we have. 

Mr. Kennepy. We do not appear before the regulatory body on 
behalf of the public. We are there only as a user of utility services. 

Mr. Vursett. That is protecting the Government, which means pro- 
tecting the public. 

Mr. Kennepy. Yes, sir; protecting the Government as a consumer. 

Mr. Yates. No. There is a distinction between representing the 
Government as a ratepayer and representing the public. It is repre- 
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senting the public in a limited manner here because the Government 
is a user, as opposed to the public in general. 

Mr. Tuomas. His client is nobody except the Federal Government 
and its agencies, period. It is not John Public or any individual of 
John Public. 

Mr. Vurseiut. The Federal Government, I take it, is synonymous 
with the interests of the people who are the Government. 

Mr. Tuomas. No question about it. They have to pay the bill. 

Mr. Vurse.u. They have to pay the bill. 

Mr. Tuomas. A lot of times the invoice is made out not to A, B, C, 
D, or Bill Jones, but to Government agencies. 

Mr. Scorr. In litigation cases the FCC protects the interests of 
the taxpayers and of the carriers or utilities. Their scope is broader. 
They weigh the interests of all. We are there to represent the interests 
of the Government as a large shipper or a used of the public utility 
service. 

Mr. Vurseiu. I thought that probably the FCC had a considerable 
commission in protecting the public’s interest. They have 125 people 
over there in that division. They have 10 lawyers in that division. 
They have engineers. They have other people, carrier people, that 
are very familiar with all of the work that comes before them. Do 
they call you in to help them or do you go in without this call? 

Mr. Mus. Mr. Congressman, could I try to clarify that? We 
visualize our function as a different function from the staff of the 
regulatory body. The regulatory body is a quasi-judicial body that 
must weigh the overall public interest not only from the standpoint 
of the company as a supplier of the service, but also from the point 
of view of the public as a user of the service. They must decide 
betayeen the interests of the Government as a consumer or large 
shipper, versus the interests and economic well-being of the public 
utility company or-carrier. 

Our mission is quite different from that. 

Mr. Vurseiy. Before you get away from that, isn’t that what they 
are really supposed to do, taking into consideration that a reasonable 
rate for any business is in the interest of the public? 

- It was set. out very plainly in the report, when this law was passed, 
that that was to be protected. 

It seems to me like you have gotten into a duplication and expansion 
and growth of services here that cannot be wholly justified. 

Mr. Mitus. We do not agree that there is duplication. Under our 
legislative mandate we understand that we are meant to represent the 
Government as a volume user or consumer of a service, be it transpor- 
tation service or public-utility service, and as such, we appear simply 
to get the facts on the table before the regulatory body as to what 
might be a fair and reasonable rate from the point of view of such a 
user of the service. 

We do not attempt to impose our conclusions in this regard upon 
the regulatory body. It is up to the regulatory body to determine on 
the basis of all the facts presented what is the fair and reasonable rate 
from the overall public interest—that is, weighing the financial well- 
being of the company and the interest of the public and Government 
agencies as shippers or consumers. 

Mr. Vursecu. I am talking about communications, particularly. 
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Mr. Mitts. The same applies there, Mr. Congressman. It is ex- 
ye the same statutory responsibility. 

r. Vursett. Would you feel that you people are able to get, infor- 
mation and to present information that these people who are special- 
ists in this particular field—Federal communications—with lawyers, 
engineers, and other career people that understand their program can 
present ? 

Still you feel you can go in and show them that they are not propery 
protecting the interest of the Government, and do; is that right? 

Mr. Mitts. We are representing the Government as a statutory cli- 
ent. before the Federal regulatory bodies. The FCC is a quasi- 
judicial body, and it weighs the equities of each side—the economic 
welfare of the company and the interests of the users of its service. 
We are an advocate for the Government agencies under the existing 
legislation, and as such appear in a different capacity from the staffs 
of the regulatory bodies. 

Mr. Yates. If your argument were correct, the Federal Communi- 
cations would need to have no parties appear before it. Presumably, 
having the experts, it would be able to determine the case by itself. 
The fact that the various parties come in and testify and present their 
viewpoints to the Commission indicates that there is a eal enrviss that 
the parties can perform. 

GSA wants to present the case on behalf of the Government, to pro- 
tect the Government as a rate-payer, so that the Federal Communica- 
tions Commission can have all the facts before it in arriving at its 
decision. 

Mr. Vursewtu. And it is a fact that one of the missions of the FCC 
is to properly protect the interest of the Government, 


Mr. Yares, No. That is only partially true. 
Mr. Voursetu. You have to protect the interest of the Government. 
Mr. Yates. You are mixing government and public just as Tee 


mixed it before. I would say its function is to protect the public 
interest, but I don’t think that that is the same thing as protecting 
against Government overpayment, 

Mr. Vursett. Have you read the report of the Senate committee 
and the conference report in which they discussed that very thing? 

Mr. Yates. I don’t know the report to which you refer. 

Mr. Voursett. I don’t think you are following the intent of the law. 


FEDERAL COMMUNICATIONS ACT 


Mr. Tuomas. Will the gentleman yield just a minute? We will 
have Mr, Sweeney, General Counsel, read into the record, the perti- 
nent facts of the Federal Communications Act. Can you put your 
finger on it? 

Mr. Yares. Which law were you referring to? 

Mr. Denniston. I did not bring a copy of the Federal Communi- 
cations Act. I will supply it for the record. 

Mr. Yates. This is the FCC Act? 

Mr. Denniston. Yes, title 47, section 201, is the heart of the prob- 
lem as far as the Communications Act of 1934 is concerned, and SAGE. 

Mr. Tomas. Read it. 

Mr. Denniston. I will read section 201 (b) : 


22311—58—pt. 2 20 
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All charges, practices, classifications, regulations for and in connection with 
such communication service shall be just and reasonable, and any such charge, 
practice, classification or regulation that is unjust or unreasonable is hereby 
declared to be unlawful: Provided, That communications by wire or radio sub- 
ject to this Act may be classified into day, night, repeated, unrepeated, letter, 
commercial, press, government, and such other classes as the Commission may 
decide to be just and reasonable, and different charges may be made for the 
different classes of communications. 

Mr. Tuomas. Now read into the record the general duties and obli- 
gations of the Federal Communications Commission itself. That is 
the point that Mr, Vursell is raising. He says you are duplicating 
the efforts of the FCC. 

Mr. Jonas. Is there any difference in that act and the Interstate 
Commerce Commission Act? 

Mr. Denniston. Essentially the two acts are the same. I might 
point out that the quotation I have just read provides specifically that 
the Government may be one of the classifications that the Commission 
may establish. However, it seems to me even more significant 
that 

Mr. Tuomas. Will you please read into the record the language? 

Mr. Denniston. The duties of the common carrier are specified in 
section 201 (a) : 

It shall be the duty of every common carrier engaged in interstate or foreign 
communications by wire or radio to furnish such communication service upon 
reasonable request therefor, and in accordance with the orders of the Com- 
mission, in cases where the Commission, after opportunity for hearing——— 

Mr. Tuomas. That is not what we asked for. 

Mr. Denniston. You want the duties of the Commission. 

Mr. Tuomas. That is right. You deal with that 7 days a week. 
Can you find it right quick ? 

Mr. Botanp, Has the FCC evinced any interest in any of the 
SAGE programs so far? You have been into it a little bit, haven’t 
you ’ 

Mr. Denniston. Yes, sir. 

Mr. Botanp. Has the FCC evinced any interest in protecting the 
interest of the Government in respect to the rates charged for tele- 
phonic or wire communications? 

Mr. Denniston. I assume you are speaking of the staff. 

Mr. Botanp. I am speaking of the FCC. Have they evinced an 
interest in the charges made by communications companies in this 
a sg 

Mr. Denniston. The Commission, of course, is the deciding body 
in this case. 

Mr. Botanp. You have been before regulatory bodies around the 
United States. Has it evinced any interest in appearing before those 
bodies ? 

Mr. Denniston. No, sir; it has not, nor would it. 

Mr. Tuomas. Here are many lawyers. Here is the General Coun- 
sel’s Office and the lawyer for this division. You deal with this act 
7 days of the week. Can you read the duties of the FCC? 

Mr. Denniston. None of the regulatory acts are set up in that 
particular fashion. The acts prescribe the duties of the carriers and 
responsibilities with respect to the a of rates that must be pub- 
lished or maintained by them. The Commissions are given the 
authority to determine what are just and reasonable acts. 
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Mr. Tuomas. Give us their authority. That is all we are asking 
you to do. 

Mr. Denniston. In section 205 (a) the Commission is given the 
following authority. 

Mr. Tuomas. That is all we are asking you to read. 

Mr. Denniston (reading): 


Whenever, after full opportunity for hearing of a party complaint or under 
an order for investigation and hearing made by the Commission on its own 
initiative, the Commission shall be of the opinion that any charge, classifi- 
cation, regulation of any carrier or carriers is, or will be, in violation of any 
of the provisions of this Act, the Commission is authorized and empowered 
to determine and prescribe what will be the just and reasonable charge, or 
the maximum or minimum charge, or charges, to be thereafter observed. 

Mr. Tuomas. Judge, stop right there. Is it your opinion from that 
language of the act that if no one complains of the reasonableness or 
the justness of a rate, that the Commission is to assume that it is 
reasonable and just ? 

Mr. Denniston. That is the general practice with all regulatory 
commissions. 

Mr. Tuomas. So if some Federal employee doesn’t come over and 
complain that the Federal Government is paying an unreasonable and 
unjust rate, the FCC in all probability won’t do anything about that 
rate? 

Mr. Denniston. That is correct, sir. 

Mr. Jonas. That isn’t what the language said. The language said 
at their own instance. Didn’t you just read that? 

Mr. Denniston. Yes. I might point out that it has the provision 
“after full opportunity for hearing” which of course brings into play 
the Administrative Procedure Act which governs the Federal regula- 
tory agencies. 

You will recall that that act provides specifically for a separation 
between the Commission function and any special interest function. 

Mr. Tuomas. There is no doubt the FOC is a regulatory agency, 
is there? It is surrounded with a thousand and one rules and regula- 
tions governing administrative proceedings. 

Gentlemen, Tet’s try to get through with this. If we can’t we 
will just stay here and wind it up. 


COMPTROLLER GENERAL’S TESTIMONY ON WORK OF TPUS 


Mr. Evins. Mr. Chairman, before we adjourn I would like to refer 
to the hearings of Comptroller General Campbell, who is the watch- 
dog of the Treasury and an arm of the Congress in this and other 
matter. We had his testimony on this subject before the committee 
last year. It is carried in the hearings for the first session. 

Mr. Tuomas. Will you read it into the record, please. 

Mr. Evins. It is very brief. If I might have a little time I would 
like to read a few of the questions and answers. It appears initially 
at pages 1922 and more specifically at 1938, 1939, and 1940. Mr. 
Thomas as the Chairman says, in regard to GSA and the Department 
of Defense traffic management activities: 

Mr. Tuomas. That is right. Pay then and audit later. The General Services 
Administration, under their basic act, is given the authority to study and not 


to do the auditing but to do an educational program, that is, to study rates and 
make adjustments, seek adjustments in the freight rates for all civilian agen- 
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cies, and I presume the Department of Defense does the same thing for the 
Inilitary. 

That is one thing and the actual auditing is another thing; is that correct? 

Mr. Hoaaianp. That is correct. 

Mr. Tuomas. Explain how the two functions fit in, if they do, and if there 
is any conflict or overlapping between the Defense Department handling its 
function for the military and the General Services Administration for the 
civilian agencies with reference to bills of lading, rates, and so forth, for all 
freight rates and passenger fares. 

Mr. Hoaetanp. There is no overlap or duplication. Insofar as the General 
Accounting Office is concerned and the work of the Department of Defense or 
General Services Administration, there is no duplication. 

Mr. THomMAs. Briefly what do the armed services do? What does Defense do, 
what does General Services do, and what does the General Accounting Office do 
in the field of transportation with reference to passenger tariffs and bills of 
lading for freight? 

Mr. Hoacrianp. We receive the tariffs. Of course, those are not negotiated. 
However, special agreements are negotiated by the military, by the Department 
of Defense, and usually joint passenger agreements are made each year. Those 
are filed with us, and they are applied in our audits. 

The General Services Administration, I think, has no joint passenger agree- 
ments insofar as civil agencies are concerned. They have obtained some re- 
ductions, I believe, for group travel, but not many. 

Mr. THomas. Are they active now, becoming more active, or have they been 
dormant? When I say “they” I mean the General Services Administration. 

Mr. HoactAnp. They are becoming more active continually as they get 
people trained and their organization established on a basis so they can do the 
work. 

They have negotiated a good many agreements for reducing costs of freight. 

Mr. THomAs. Do they, like the military, send it over to you in order to help 
you out in your auditing activities? 

Mr. Hoaaiann. We have copies of all special agreements made, so-called 
section 22 quotations, where carriers agree to render services for less than the 
regular tariff charges. 

Mr. THomas. Then it is your job, after those negotiations have been made, 
other than negotiations on the part of General Services for the civilian agencies 
and the armed services, to take and audit each one of those freight bills and 
passenger schedules; is that right? 

Mr. HoAcranp. That is right. 

Mr. THoMAs. You certainly have to do the auditing, and no one knows any 
better than your Division of the Comptroller General’s Office the activities of 
the Defense Department and particularly the General Services Administration. 
Are they of any help to you? Are they worth the money it costs the taxpayer? 
What do they accomplish, if anything? 

Mr. Hoacianp. I would say they are well worth the money they cost. In 
their management of shipping and in their negotiation of special rates so that 
the Government gains the same advantages as private shippers getting com- 
modity rates where they have large shipments in an area; they help put the 
Government on a par with the private shippers and it is well worth while. 

Mr. Tuomas. I would like to hear from you, Mr. Campbell. Do you think 
we ought to strengthen the General Services Administration and the military, 
too, in this field of studying and negotiating all rates, passenger and freight? 

Mr. Campset1.. We strongly recommend that, Mr. Chairman. 

Mr. THomas. You do? 

Mr. CAMPBELL. Yes. 

Mr. Tuomas. You think they ought to be strengthened ? 

Mr. CAMPBELL. Yes. 

Mr. Tuomas. And it is worth what it costs and then some, would you say, 
for these activities? 

Mr. CAMPBELL. We think they are doing a good job right now. I think they are 
working toward better management and I think at the moment they show signs 
of really accomplishing a great deal. 

Mr. Tuomas. The General Services Administration is quite ambitious this 
year. 

As Mr. Hoagland pointed out, perhaps they have not been too active and 
their accomplishments have not been too much, but they are quite interested. 
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They think the field is one which should be gone into by them, and they want to 
expand their activities. Do you think it is worth the money? 

Mr. CAMPBELL. We think so. 

Mr. Tuomas. That is what we want to know. 


OPERATIONS PRIOR TO ESTABLISHMENT OF TPUC 


Mr. Jonas. This refers to our former colloquy. 

You said that prior to this exemption of Defense Department in 
1955 or 1954, that you people, then the Federal Supply Service and 
the General Counsel’s Office, appeared for Government agencies before 
regulatory bodies? 

Mr. Kennepy. Yes, sir. 

Mr. Jonas. That was on rate cases. Prior to that exemption order, 
how often did you appear, if at all, for the Defense Department or 
any of the armed services? 

Mr. Kennepy. This is prior to the establishment 

Mr. Jonas. Since the exemption you haven’t appeared at all? 

Mr. Kennepy. That is right. 

Mr. Jonas. Prior to the exemption how often did you appear? 

Mr. Kennepy. It wouldn’t be more than once or twice a year that 
they would advise us specifically that they had available certain in- 
formation they would like to include in the record. 

Mr. Jonas. You didn’t appear, then, prior to the exemption order 
unless requested to do so by some branch of the armed services? That 
is, in the Department of Defense cases. 

Mr. Kennepy. Yes, sir. It was achieved by agreement, because 
naturally we would be dependent upon receiving the technical infor- 
mation as to their movements. 

Mr. Jonas. I am just trying to get you to say whether there was 
any immediate stoppage of your appearances before regulatory bodies 
in 1954 when this exemption was ordered, or whether there has been 
any substantial change in your activity. 

Mr. Kennepy. Of course, we do not appear on behalf of them. We 
don’t have discussions with them on these areas, except in very iso- 
lated instances, at the present time. 

Mr. Jonas. I know, but whenever they call on you to help or to 
sppper now you do so? 

Mr. Kennepy. We are very happy to; yes, sir. 

Mr. Jonas. Before the exemption order was entered you did ex- 
actly the same? When they requested it you appeared but you didn’t 
initiate any activities for the Defense Department before regulatory 
bodies ? 

Mr. Dennisron. Mr. Congressman, the situation was this, prior to 
the declaration of the exemption. There were three different phases 
of a case before the ICC which is known as Fae parte No. 175. We 
were appearing in the case anyhow on behalf of the civilian agencies, 
and as party to the agreement we had at that time, the Department 
of Defense expressly instructed us to include their appearance along 
with our own. 

We had one additional case which was a complaint case, GSA filed 
with the ICC, dealing with the railroad rates on traffic that was 
moving to Alaska. 

In that specific case, we had a request, by the Department of De- 
fense that they be included in the complaint. That complaint was 
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initiated by us and was being prosecuted as part of our civilan agency 
‘traffic as well. 

Mr. Jonas. That is two cases you appeared in for the Defense De- 
partment ? 

Mr. Denniston. Two cases but one had three different stages. 

Mr. Jonas. Were there other cases you appeared in for the Armed 
Services prior to the exemption declaration ¢ 

Mr. Denniston. That is all I can recall at the moment. 


Pus.iic Utinitrms MANAGEMENT 


Mr. Tuomas. Let’s look at “Public utility management,” page 235. 
You want 10.8 people at a cost of $100,800. That doesn’t include your 
supplemental of $100,000; is that correct? 

Mr. Scorr. It does not. The 1958 supplemental is for the SAGE 
program which is our next activity. 

Mr. Tuomas. 235 will go in the record, and also page 236. 

(The pages referred to follows :) 


2. Public utilities management 





Average employment 


Amount | 
Depart- | Field | Total 
mental 


at eae serene a a a ee 
OBOMee. cli siisisic2s. eel: ; 


HIGHLIGHT 


“As a central management function for all agencies, equipment utilization, 
rate, and economic studies are made, contracts negotiated, and the Government's 
interests protected by participation in rate negotiations and litigations” (from 
The Budget for 1959). 

Operational workload of this activity is increasing from (a) changes in agency 
programs, organization, staffing and location of Government agencies served 
and the effect of such upon use of utility services by Government, and (b) re- 
quests for changes in rate levels and rate structures by utilities before Federal 
and State regulatory bodies requiring GSA, under its statutory duty, to inter- 
vene, petition and participate in such proceedings as a means of questioning 
justification for such changes or increases. 

The increase requested for 1959 provides for extension of areawide contracts 
including study involving negotiations for areas served by areawide contracts, 
and effective and adequate representation at formal rate proceedings before 
regulatory bodies. 





1959 


Performance cost... - és , ere cts $76, 900 $95, 500 
Retirement... ..._--- nnd aeedinnvis bie epeelbine +3, 600 | +5, 300 


Total estimate___- Site ween ; $80, 500 $100, 800 





JUSTIFICATION 


Performance is not susceptible to measurement by years, as work units started 
during 1 year are not necessarily completed during that year. This is partic- 
ularly true of formal rate cases which may overlap 2 or more years. 
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Rate cases.—Timing and filing of rate cases in which GSA must participate 
in furtherance of its statutory duty depend on actions taken by the utility com- 
panies and the appropriate regulatory commissions have jurisdiction. Thus, 
the workload is created in this area through arrangements over which GSA 
has no control. During 1957, GSA participated in seven major utility rate cases. 
At present it is engaged in nine major rate cases. Based on past experience and 
evaluation of economic and financial climate in the utility field, it can be expected 
that the volume of work will increase above its present level. Accordingly, GSA 
must be capable of providing expert testimony through technical witnesses in 
its representation responsibility as these cases appear on Federal and State 
dockets. 

At present, based on available staff, we have sought justification for every 
change in rate structure and rate level, and have sought to assign our personnel 
in the most advantageous manner in their present circumstances by participating 
on a selective basis while in the major cases presenting testimony addressed to 
key or essential issues as determined. 

Utilities contract potentials and performance.—106 cities serve as locations of 
major Government operations. Contract coverage provided toward insuring 
economical utilities services for these locations through 1958 and proposed ex- 
tensions in 1959 follow: 


Number of contracts Cities served 


Through | Through | Through | Through tive 
1958 1959 1958 1959 


Statewide and local telephone contracts__.__...-___- 
Private line telephone and/or teletype services___-- , 
Consolidated electric, gas, or steam contracts 





In addition to the foregoing contracts there are 8 contracts covering extensive 
areas served by 8 of the largest independent telephone companies. One such 
contract covers the entire service area of a company operating in Arkansas, 
Louisiana, Oklahoma, Texas, and New Mexico. 

By the end of 1959 it is planned that Government activities in all 106 major 
cities will be served by statewide and local telephone contracts and private 
line telephone and/or teletype service. Almost 50 percent of the cities will also 
be provided consolidated contracts for electric, gas, or steam service. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing.—$81,700 for 11 positions, an increase of 3 over 
1958, to extend contractual coverage to areas not yet covered and to handle 
increased rate casework. All positions are departmental. 











Other objects.—$19,100, or 18.9 percent of estimate, provides— 

(1) $6,000 for 261 travel days at $23 to develop contracts with utility com- 
panies in the field and to attend hearings before regulatory bodies. 

(2) $5,300 for contribution to the retirement fund. 

(3) $7,800 for normal office expenses. 


SAGE Procram ParricreaTion 


Mr. Tuomas. Before we recess until 1 p. m., put pages 238 and 239 
in the record. That is the SAGE program that we discussed during 
the supplemental hearings. 

(The pages referred to follow :) 
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8. SAGE program participation 
Average employment 
Amount ON ee 2B cokupeps 


Department | Field 


Be ate chideedb bee <= bdatauls 
Change 





HIGHLIGHT 


“Representation is provided in rate proceedings involving communications 
common carriers relating to the semiautomatic ground environment system 
(SAGE) for early defense warning, under section 303 of Public Law 968, ap- 
proved August 3, 1956” (from the budget for 1959). 

Although similar in many respects to public utlities management activities 
covered under activity 2, the uniqueness and scope of the SAGE program war- 
rant treatment as a separate activity. 

Section 303 of Public Law 968, 84th Congress, reaffirmed application of GSA’s 
statutory responsibility to represent executive agencies in regulatory proceed- 
ings such as the SAGE program. 

Involving are rates to be charged for use of special facilities costing over $1 
billion and the fixing of liabilities under the termination provisions of contracts 
entered into with communications common carriers including rural coopera- 
tives. Annual charges for services under the contracts are estimated at about 
$100 million, and contingent liabilities for termination provisions are limited to 
an aggregate of $222 million for all contracts by specific limitation in the act. 

Initial operations during 1958 incident to 2 dockets now pending before the 
Federal Communications Commission are provided for by an allocation of $50,000 
from “Emergency fund for the President, national defense, 1958,” hence, are not 
reflected in the budgetary schedules or performance data. A supplemental esti- 
mate for transmission later in 1958 to provide $100,000 ($85,000 program activi- 
ties; $15,000 administrative operations) required for the balance of the year 
is, however, reflected in the performance data and as a separate item in the 
budget. The estimate of $170,000 for 1959 provides full-year staffing for the 
program activities apart from heavy legal participation for which an additional 
$30,000 is included under “Administrative operations.” 

In the field of regulation, neither the reasonableness of the rates charged for 
the service nor the contingent liability features of company tariffs have ever 
been subject to review and the proceedings before the Federal Communications 
Commission are therefore unprecedented. 





Performance cost j ; $81, 700 
Retirement +-3, 300 





85, 000 


JUSTIFICATION 


The issues which must be litigated before the Federal Communications Com- 
mission involve intricate problems of cost allocations, construction charges, 
terminating liabilities, ratemaking, rate design, and consider the rules and prac- 
tices of communication carriers in connection- with use of private line channels 
and services on a scale surpassing any prior Government or commercial experi- 
ence. The absence of prior FCC or other regulatory precedents will require 
special studies and research to aid in the development of proper administrative 
guides to insure protection of the Government’s interests in matters involving 
large expenditures and contingent liabilities. This will require the services of 
consultants and/or expert witnesses on an intermittent basis and provision is 
made in the language to authorize use thereof at not to exceed $100 per day 
each. 
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It is probable that the proceedings now pending before FCC will become greatly 
enlarged in their issues and that similar proceedings will be necessary before 
most of the State regulatory commissions involved: The total number of regu- 
latory jurisdictions involved is 88. The program outlined in this justification, 
however, is based on the assumption that the precedents established by the FCC 
and by the regulatory commissions of some of the larger States involved will 
reduce the actual number of cases to be conducted, thus limiting performance 
cost to the minimum consistent with the Government’s interest. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 

Personal services and staffing—$114,000 of which $100,000 is for 13 positions 
in the central office, and $14,000 for consultants and/or expert witnesses at not 
to exceed $100 per day. 


1957 1958 1959 








Positions... . sr See inthiien loa esieelincianeiatienaee Sain ; a 13.0 13.0 


Aworngs senbleenbs, .05-c Aucs body nn dn. ca Ses. CLL ue, Os 5.8 12.9 





Other objects.—$56,000, or 32.9 percent of total estimate, provides : 

(1) $27,000 for 1,174 travel days at $23 per day for technical specialists in 
connection with studies to be made of cost allocation methods and related mat- 
ters at the offices and headquarters of the communications companies servicing 
the SAGE program. 


(2) $15,000 for transcripts of the lengthy hearings anticipated before regu- 
latory bodies. 

(3) $2,600 for contractual services. 

(4) $7,400 for contribution to the retirement fund. 

(5) $4,000 for normal office expenses. 


AFTERNOON SESSION 
DEFENSE MATERIALS ITEMS 
WITNESSES 


HAROLD F. HOLTZ, COMMISSIONER, DEFENSE MATERIALS 
JOHN G. HARLAN, JR., ASSISTANT COMMISSIONER, OPERATIONS 
T. V. WILDER, SPECIAL ASSISTANT 
V. E. JOHNSON, DIRECTOR, STORAGE 
C. A. FREDELL, DIRECTOR, TECHNICAL RESEARCH AND DEVELOP- 
MENT 
G. K. CASTO, DIRECTOR, PROJECT ADMINISTRATION 
W. M. B. FREEMAN, CHIEF, INDUSTRIAL BRANCH 
H. H. PIKE, ASSOCIATE GENERAL COUNSEL 
H. V. LLEWELLYN, CHIEF, DMS BUDGETS 
OFFICE OF DEFENSE MOBILIZATION 


CHARLES H. KENDALL, GENERAL COUNSEL 
WILBERT G. FRITZ, CHIEF, STOCKPILE MANAGEMENT BRANCH 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
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STRATEGIC AND CrrricAL MATERIALS 


Program and financing 








Program by activities: 
1. Acquisition and rotation of materials: 
(a) Cost of new materials___-_-_- 
(6) Cost of rotated materials 
(c) Operating expenses ___- 


Total, acquisition and rotation of materials_..__- 


2. Custody of materials: 
(a) Storage and handling -_.__- 
(6) Physical inventory of mater ials_ 
(c) Operating expenses... i 


: Total, custody of materials_____- 
3. Service direction _ -- 
4, Administrative operations 


Total, obligations- 
Financing: 
Comparative transfers from (—) other accounts. - 
Unobligated balance brought forward_ 
Advances and reimbursements from— 
Other accounts Jed ue 
Non-Federai sources -- 
Recovery of prior year obligs ations 


U nobligated balance carried forward... __- 


Appropriation (new obligational authority) 


1957 actual 


$91, 700, 000 
88, 241, 000 
393, 220 


180, 334, 220 
14, 500, 000 


8, 748, 246 
1, 443, 480 


1958 estimate | 1959 estimate 


$115, 000, 000 
92, 121, 000 
395, 130 


207, 516, 130 


15, 100, 000 
8, 155, 000 
1, 425, 870 





24, 691, 726 
125, 900 

1, 378, 400 
206, 525, 246 | 


—8, 400 | 
— 198, 559, 846 


—100, 000 





24, 680, 870 
128, 000 
1, 375, 000 


233, 700, 000 


"76, 663, 006 


— 100, 000 
—81, 937, 000 
— 5, 000, 000 








70, 000, 000 


NOTE. a oe from non-Federal sources from sale of perishable materials under the rotation 


program (50 U.S.C. 


Object classification 


Total number of permanent positions 

Full-time equivalent of all other positions 

Average number of all employees. --............-.-.- 
Number of employees at end of year 


Average GS grade and salary 
Average salary of ungraded positions 
01 Personal services: 

Permanent positions 

Positions other than permanent 

Other personal services - - - - 


Total personal services-.--.-........-...+-2--- 
Travel. ? a 
Transportation of things... i de bE 
Communication services. .-- 

Rents and utility services_- 
Printing and reproduction -- 
Other contractual services - . - - 


Payment to “Administrative operations fund”’____- ~ 


Services performed by other agencies_...- 
Supplies and materials_. Sou. 
Equipment 

Lands and structures. - _..- 

Grants, subsidies, and contributions ._ 
Refunds, awards, and indemnities - - 

Taxes and assessments. ae 


' Total obligations 


2, 736, 928 





1957 actual 


426 


201 | 


596 


a 


, $60,826,487, and refund of employee terminal leave payments (5 U.8. C. 61 ()), 


| | 
| 1958 estimate | 1959 estimate 


oe 


458 
100 
534 
550 





3| 7.3 $5,756 | 7.2 


$4, 325 | 


$5, 687 





279, 030, 210 


$2, 045, 47 
626, 579 
64, 870 | 


$2, 232, 910 
739, 000 


— | ——$________ 


000 
6, 710, 000 
7, 000 

21, 000 

13, 938, 846 
1, 373, 400 
6, 000, 000 
175, 016, 000 


77, 226 
8, 682, 374 
43, 141 

7, 961 | 

5 _ 


41, 590 | 
8, 013, 500 | 
86, 


| 





201, 050, 000 
69, 400 


206, 525, 246 233, 700, 000 


We will take a look now at strategic and critical materials. 
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SUMMARY STATEMENT 


We will insert page 248 in the record at this point and also insert 
the chart on page 249, pages 250, 251, 252, 253, and the top of 254. 
erred to follow :) 


(The pages re 


Strategic and critical materials 
Program 
$206, 525, 246 
+27, 174, 754 


1960. ......~............ 4). SRE R OE ee ee ee 233, 700, 000 


GENERAL STATEMENT 


Organization and operations.—“The Defense Materials Service acquires and 
administers national stockpile inventories pursuant to the Strategic and Critical 
Materials Stockpiling Act of 1946, and has custody of the supplemental stock- 
pile established by the Agricultural Trade Development and Assistance Act of 
1954. Programs are administered in accordance with guidelines established 
by the Office of Defense Mobilization.” (From the budget for 1959.) 

By authority of Reorganization Plan No. 3 of 1953, effective June 12, 1953, 
ODM issues purchase directives to GSA which set forth the quantity, quality, 
and types of materials to be acquired within a specified period of time. These 
directives also set forth general provisions and procedures under which ma- 
terial is acquired, and prescribe criteria governing storage. 

Responsibility for administering the stockpile program is vested in GSA, 
which, through DMS, plans, develops, and coordinates procurement, inspection, 
disposal, and storage operations. 

Responsibility for transportation of strategic materials, including contracting, 
routing, and control en route is vested in the Transportation and Public Utilities 
Service, financed under appropriation “Operating expenses, TPUS.” 

Administrative operations to support program operations is supplied by the 
integrated staff offices of GSA, financed through the administrative operations 
fund by deposits from the strategic and critical materials appropriation. 

Stockpile operations of DMS are carried out through central office staff which 
develops policies to be followed in achieving the stockpile goal. While most 
of the purchase operations are conducted in the central office, a substantial 
portion of inspection, storage, and transportation personnel is located in GSA 
regional offices and at strategic and critical materials warehousing locations. 

Budgetary requirements.—“The requested appropriation of $70 million, to- 
gether with funds available from prior years’ appropriations estimated at $81.7 
million, will finance the acquisition of $115 million of additional materials for 
the national stockpile and $36.7 million for the custody and rotation of existing 
inventories. The $115 million for acquisition of materials will provide $18.8 
million for direct purchases in the open market, and $96.2 million for transfer 
of materials secured by the Commodity Credit Corporation through barter of 
surplus agricultural products. 

“Transfers to the national stockpile of materials delivered under Defense 
Production Act expansion programs have been halted in 1958 and are not pro- 
vided for in 1959 pending the completion of a review of stockpile policies and 
objectives currently being made by the Office of Defense Mobilization. This 
will require hoiding in the Defense Production Act borrowing authority account 
$194.9 million of material originally scheduled for reimbursable transfer to the 
stockpile during 1958 and 1959. Further financing will be requested for such 
transfers only to the extent the review indicates it is necessary.” (From the 
budget for 1959.) 





STRATEGIC AND CRITICAL MATERIALS 


STATUS OF STOCKPILE 
( Based on‘ June 1957 Prices ) 100% = ae <lamion sank 
’ . 5. = 00% 


MILLION DOLLARS YY), try 


36.8% $3,672. 
G 


PROCUREMENT PRIORITY LEVEL 
6,405.4 65.14% 


100% = $3,187.8 $3, 200.0 = 100% 
yg 


6/30/57 6/30/57 6/30/59 





Financial data is as follows: 


Status of strategic and critical materials apeps ee: 


ick leper or estimate 
Unobligated balance brought forward 
Recovery of prior year obligations 
Reimbursement from other aecounts- 


Reimbursement from non-Federal sources... _- 


Comparative transfers from: 


“Salaries and Expenses, Office of Administrator’. _.- 


Total 
Unobligated balance carried forw ard_. 


Obligations incurred 
Program by activities: 


1. Acquisition and rotation of materials: 
(a) Cost of new materials--_. 


(b) Cost of rotated materials... __.. 


(c) Operating expenses 


Total acquisition and rotation-__-.- 


2. Custody of materials: 
(a) Storage and handling._.__. 
(6b) Physical inventory of materials... 
(c) Operating expenses . 


Total custody 
3. Service direction 
4. Administrative operations_..-......_- 


Total obligations 


Status of acquisition program.— 


477, 590, 056 


-|— 198, 559, 846 
279, 030, 210 


191, 168, 571 
70, 230, 455 
321, 769 


261, 720, 795 
12, 649, 307 


, 927, 044 
1, 321, 332 


the stockpile at June 30, 1957, prices are expected to be as follows: 


Value of objectives: 
Procurement priority level 
Total objectives. __.....- 


Procurement for objectives—Inventory: 
Procurement priority level._..........-- 
Total objectives 
On order: 

Procurement priority level___- 


[In millions) 


Total objectives. __.......- sihicteitetiicalans, dakainiiod 


Balance to be procured: 


Procurement priority level___..................--..... 


Total objectives. ......- 


NotTe.—From the budget for 1959. 


| 
1958 estimate 


233, 700, 000 


115, 000, 000 
92, 121, 000 
395, 130 


207, 516, 130 
15, 100, 000 

8, 155, 000 

1, 425, 870 

” 128, 000 

1, 375, 000 

233, 700, 000 


“Based on existing objectives, the status of 


1959 estimate 








7 
4 
.2 
-9 


1 
1 





3, 327.9” 








316 


Relationship of other programs to the stockpiling activity.—In uddition to its 
functions under the Strategic and Critical Materials Stockpiling Act, the Gen- 
eral Services Administration has responsibility for contract administration 
and/or custody of inventory under the following programs: 

Legislation Acquired materials available for— 

. Defense Production Act of Sale to the national stockpile or to private 
1950, as amended. industry. 

. Agricultural Trade Develop- Sale to the national stockpile, or placement 
ment and Assistance Act of in supplemental United States stockpile. 
1954. 

3. Economic Cooperation Act of Placement in the national stockpile. 
1948, as amended. 

. Abaca Production Act of 1950_ Rotation of national-stockpile inventories. 

5. Domestic Tungsten, Asbestos, Placement in supplemental United States 
Fluorspar, and Columbium- stockpile. 
Tantalum Production and 
Purchase Act of 1956. 

. Texas City tin-smelter opera- Sale to the national stockpile or to private 
tion, Public Law 608, 84th industry. 

' Cong. 


Following is a brief description of each of the above programs: 

1. The Defense Production Act authorizes financial assistance to assure ex- 
pansion of production capacity and of material supply, including stockpiling, 
necessary for our defense. By agreement with ODM and the Bureau of the 
Budget, materials procurement requiring a delivery lead time of more than a 
year have been contracted for under the Defense Production Act, rather than di- 
rectly from strategic and critical materials appropriations. 

Most of the expansion programs have been contracted for and physical expan- 
sion completed. The plants are in production and contracts are in the admin- 
istrative phase, with the major problems being receipt, custody, and eventual 
disposition of the materials. 

Future deliveries will depend upon economic and business conditions, but are 
expected to be substantial. The current and future status of stockpile-grade 
materials under this act follows: 


{In millions] 


After 1959 


Inventory, beginning of year._...........-.-- 
OO se... a 


Subtotal___-_-_-- ; 
Sales: 
To industry --.----- od - 
To strategic and critical materials stockpile - ------ 
Total sales_._-_- 


Profit on sales_--.---- 





Inventory, end of year 





Breakdown of closing inventory: 
With eats OOIOCt 908. jueeccus -.-....-.....--......- 
Excess of stockpile objectives. .......-.....-----.------ “ 








Under the policy in effect through November 1957, materials of stockpile 
grade received under these DPA contracts and within stockpile objectives were 
provided for in strategic and critical materials appropriation requests. To the 
extent of available funds, they were transferred to the national stockpile on a 
reimbursable basis. Estimates of probable ultimate net cost under the borrowing 
authority provisions of the Defense Production Act have consistently assumed 
resale of such materials to the stockpile. As indicated in the preceding table, 
the policy determination to be made on future transfers to the stockpile involves 
materials estimated to total $932 million by the time all contracts expire. 
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Should it be determined that few or no additional reimbursable transfers are 
to be made to the stockpile, and materials held in DPA inventories indefinitely, 
it is likely that the $2.1 billion ceiling under the borrowing-authority provision 
of the Defense Production Act wiil have to be increased or other financing 
provided. 

2. The Agricultural Trade Development and Assistance Act of 1954 provides 
for barter or exchange of surplus agricultural commodities for strategic 
materials. 

Based on an agreement entered into on August 18, 1955, GSA advises CCC on 
acquisition of strategic materials and performs or contracts for inspection, 
handling, transportation, and maintenance in storage of all materials not im- 
mediately purchased for the national stockpile. 

Stockpile-grade materials within national-stockpile objectives acquired by 
the Commodity Credit Corporation under this program are provided for in 
strategic and critical materials appropriation requests and within funds made 
available are transferred on a reimbursable basis. Transfers to the stockpile 
during 1957 totaled $54.6 million. The current program is for transfer of 
$128.4 million in 1958 and 1959. 

Additional material, within national-stockpile objectives, now under Com- 
modity Credit Corporation contracts is estimated at $239.6 million. Under 
current policy, future strategic and critical materials appropriation requests 
would provide for reimbursable transfer of this additional amount. 

Section 206 (a) of the Agricultural Act of 1956, Public Law 540, 84th Congress, 
provides : 

“Strategic and other materials acquired by the Commodity Credit Corporation 
as a result of barter or exchange of agricultural commodities or products, unless 
acquired for the national stockpile established pursuant to the Strategic and 
Critical Materials Stockpiling Act (50 U. S. C. 98-98h), or for other purposes 
shall be transferred to the supplemental stockpile established by section 104 
(b) of the Agricultural Trade Development and Assistance Act of 1954 (7 U. 8S. 
C. 1704).” 

A review is made of strategic materials secured through barter, and trans- 
fers are made on a quarterly basis to the supplemental United States stockpile. 
No funds are provided under the strategic and critical materials appropriation 
for reimbursement to Commodity Credit Corporation for cost of materials trans- 
ferred. However expenditures for custody of the supplemental United States 
stockpile are included in these estimates under the “Custody of materials” 
activity. 

Materials transferred to the supplemental United States stockpile from this 
source as of June 30, 1957, were valued at approximately $216 million. Future 
deliveries under existing contracts which are planned for transfer to the supple- 
mental stockpile are estimated at $77 million. 

3. Under the Economic Cooperation Act of 1948, as amended, and the Mutual 
Security Act of 1951, ICA (successor to ECA) was responsible, among other 
things, for promoting increases in production of materials in which the United 
States was deficient and for purchasing such materials with local currency al- 
located to the United States Government. 

By agreement dated November 30, 1951, administration of contracts under 
this program was transferred to DMPA and, by extension dated December 18, 
1958, to GSA. 

Strategic and critical materials secured through this program are trans- 
ferred to the national stockpile without reimbursement. Stockpile-grade mate- 
rials derived from this source are considered in arriving at the stockpile- 
acquisition program. Deliveries valued at $69.1 million are anticipated after 
June 30, 1957, including deliveries of $27.2 million in 1958 and 1959. 

4. The Abaca Production Act of 1950, now administered by GSA, provides for 
production of abaca fiber on plantations located in Central America. 

Abaca, a vegetableg fiber, is subject to deteriaration in storage, and must 
be rotated periodically. Application of the essential rotation cycle to quantities 
needed during wartime would necessitate disposals in excess of quantities used 
by industry in peacetime and would involve substantial financial losses. There- 
fore, the stockpile in storage is maintained at the optimum level compatible 
with these factors, and to provide for immediate needs in an emergency. 

Abaca cannot be propagated from actual seed; rather, it must be planted 
from the roots or rhizomes of standing cultivation. The plantations maintained 
under this act represent the seedbed from which to expand in time of war and 
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harvest is performed to the extent required for replacement of stockpile material 
rotated out. 

5. The Domestic Tungsten, Asbestos, Fluorspar, and Columbium-Tantalum 
Production and Purchase Act of 1956, Public Law 733, 84th Congress, authorized 
the Department of Interior to establish and maintain a program through Decem- 
ber 31, 1958, for the purchase of these materials under specified conditions. A 
total of $27,700,000 has been appropriated for this purpose. 

The Department of Interior delegated responsibility for administration of 
the program to GSA effective July 19, 1956, and also transferred the $27,700,000 
in appropriations. As of November 30, 1957, $21,509,774 had been obligated for 
these materials. 

The act provides that the materials shall be made available to the strategic 
(national) stockpile or be turned over to the supplemental (United States) 
stockpile as determined by the Director of ODM. It is anticipated that none of 
these materials will be required to fulfill national-stockpile objectives, and that 
they will be transferred to the supplemental United States stockpile after fiscal 
year 1958. 

6. Public Law 608, 84th Congress, provided that the Federal Facilities Corpo- 
ration would continue operations of the Texas City tin smelter (not beyond 
January. 31, 1957) while action was being taken to dispose of the facility. Sec- 
tion 5 (b) of this act provides: “All tin acquired by the Corporation by reason 
of the extension under subsection (a) shall be transferred to the General Serv- 
ices Administration, which is authorized and directed to reimburse the Corpora- 
tion therefor at its cost.” 

Tin acquired by the Corporation and transferred to GSA under authority of 
section 5 (b) of the act totaled 9,173 long tons: The Corporation was reim- 
bursed from strategic and critical materials funds for 5,240 long tons that were 
placed in the national stockpile to complete the tin objective. The remaining 
3,933 long tons, for which complete reimbursement has not yet been made, are 
held in a separate inventory. 


OBLIGATIONS, 1958 AND 1959 


Mr, Tuomas. Last year the obligation program was $206,525,246. 


For 1959, it is $233,700,000. This shows an increase of $27,174,754. 


The Defense Materials Service acquires and administers national-stockpile 
inventories. pursuant to the Strategic and Critical Materials Stockpiling Act of 
1946, and has custody of the supplemental stockpile established by the Agricul- 
tural Trade Development and Assistance Act of 1954. Programs are adminis- 
tered in accordance with guidelines established by the Office of Defense 
Mobilization. 


That seems to tell the tale. 


Stockpile operations of DMS are carried out through central-office staff which 
develops policies to be followed in achieving the stockpile goal. While most 
of the purchase operations are conducted in the central office, a substantial 
portion of inspection, storage, and transportation personnel is located in GSA 
regional offices and at strategic and critical materials warehousing locations. 

The requested appropriation of $70 million, together with funds available 
from prior years’ appropriations estimated at $81.7 million, will finance the 
acquisition of $115 million of additional materials for the national stockpile 
and $36.7 million for the custody and rotation of existing inventories. The $115 
million for acquisition of materials will provide $18.8 million for direct purchases 
in the open market and $96.2 million for transfer of materials secured by the 
Commodity Credit Corporation through barter of surplus agricultural products. 

Transfers to the national stockpile of materials delivered. under Defense 
Production Act expansion programs have been halted in 1958 and are not pro- 
vided for in 1959 pending the completion of a review of stockpile policies and 
objectives currently being made by the Office of Defense Mobilization, This will 
require holding in the Defense Production Act borrowing-authority account 
$194.9 million of material originally scheduled for reimbursable transfer to the 
stockpile during 1958 and 1959. Further financing will be requested for such 
transfers only to the extent the review indicates it is necessary. 


You would be out of money if that Treasury authorization is not 
reinstated. 
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Mr. Floete, we have your people here, and we also have Mr. Gordon 
Gray, the Director of Defense Mobilization. We would like to hear 
from both of you on the status of the stockpile, its adequacy, your 
future plans, what your ae is, and, in that regard, 1 noticed in 
a newspaper here called the Wall Street Journal, of Wednesday, Feb- 
ruary 12, an article which is very interesting. I want to talk to our 
industrial reserve tools people about this article, too. It refers to 
them and civil defense. Have you read it, Mr. Gray? 

Mr. Gray. I have not. 


EXCERPT FROM WALL STREET JOURNAL 


Mr. Tuomas. Let me read part of it, and I will pass the paper over 
to you. We will insert the article in the record. This is entitled, 
“Defense Planners Push Ahead Furiously—In Divergent Directions.” 

This deals primarily with civil defense, but it has something to do 
with stockpiling. 

In Washington, one Federal agency wants to sell many millions of dollars of 
hoarded machine tools. Across town, the planners in another agency are con- 


vinced the Government should hang onto those tools, buy additional ones, and 
store them deep underground. 


Then he goes on to state the following: 


In New York City, the director of civil defense states the city will evacuate its 
8 million residents to neighboring cities. 


They do not say when, but I imagine they mean.5 years thereafter. 
In Congress, a House subcommittee declares mass evacuation of urban popula- 
tions is unworkable. 


These are the samples of a new and wild confusion surrounding one major 
defense problem. 


It states the problem as being this: 


Suppose America, despite all its efforts to arm for deterrence, really does suffer 
Soviet attack. How can the Nation survive? What preparations should be 
made now? 


Old answers are being abandoned. Fresh ones are furiously debated. 
This part is pertinent, particularly with the ODM. 


Until very recently, mobilization officials approached the problem in the light 
of World War II experience. United States factories seemed relatively safe 
from direct attack; the pace of war seemed relatively slow— 


slow based upon those two factors. 


So planning was founded on the relatively simple idea of being prepared to 


mobilize industry to produce the munitions to carry the attack back to the 
enemy. 


I am doing some paraphrasing here. 


This meant “phantom” orders to thousands of civilian factories, telling them 
in advance what munitions they would produce after mobilization. 

It meant Pentagon purchases of about $1 billion of machine tools, now held 
in idleness, but theoretically available for war production. It meant entire 
mothballed factories, such as tank plants near Detroit. It meant a $7 billion 
stock of strategic materials, ready to feed war industry during mobilization. 


The next heading is “No Time To Mobilize.” 


Every one of these vast Federal programs is now beginning to crumble away, 
or is being given searching reexamination. 


I don’t know what he means by that last word. 
22311—58—pt. 221 
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Reason: The pace of any future full-scale war, employing hydrogen warheads 
deliverable by missile or bomber, will leave no time for mobilizing industry. 
The battles must be fought with “forces in being.” 


This man seems to make a lot of sense. 


Already the armed services have begun unloading their machine tools on the 
market—about 15,000 of them in the latest batch. And complete production- 
line “packages” formerly in mothballs have been raided for particular machines 
usable for current production; millions of dollars of tools have been taken, for 
instance, to make the J-57 jet engine. Some 90,000 tools are still idle. 


How many do we have in the stockpile? 


At least 22,000 are considered prime candidates for disposal. 

The “phantom contract” scheme which had 35,000 firms signed up at the be- 
ginning of the Korean war outbreak has deteriorated by 17,000 enrollees. The 
Air Force gives every indication that it will junk its portion of the program ; at 
the top level of the Pentagon pyramid, officials of the Defense Department are 
studying whether the whole works should go. 

Government-owned factories, too, are getting close scrutiny and the Air 
Force men predict some will be on the auction block. 

As for defense stockpiling, a special committee of private citizens appointed 
by Gordon Gray, head of the Office of Defense Mobilization, urges a virtual 
end to mineral hoarding, already down to a snail’s pace, and disposal of some 
items now held. 

But while the men around Mobilizer Gray reluctantly agree that the whole 
“mobilization” idea is becoming largely obsolete, they say the time is ripe for 
an entirely new blueprint. 

This would concentrate on how to assure survival of a substantial propor- 
tion of the United States population after a devastating Soviet hydrogen- 
warhead attack, how to make a shattered civilian economy run again after most 
of its big cities have been blitzed and vast areas of the countryside drenched 
with radioactive fallout. 

In a full-scale nuclear war, explain defense planners, victory probably will 
go to the side best able to pick up the pieces after the radioactive dust has 
cleared. 


It states that under this new survival blueprint ODM officials are 
convinced the Government should not only hang on to the tools being 
disposed of by the military but buy other equipment such as earth- 
moving machinery and stash it underground, in caves, and all around 
the country. The tools would not be used for arms-making but for 
rebuilding the civilian economy following a nuclear attack. 

Then it states that the country that can pick up the pieces the best 
will be the country that survives. 

(The article referred to follows:) 


[From the Wall Street Journal, February 13, 1958] 


SugvivaL Muppite—Crivi. DEFENSE PLANNERS PUSH AHEAD FURI0OUSLY—IN 
DIVERGENT DIRECTIONS 


THEY DIFFER OVER EVACUATION OF CITIES, SHELTER DEPTH, HOW TO REBUILD 
INDUSTRY—-PROBLEM OF PUBLIC APATHY 


In Washington, one Federal agency wants to sell many million of dollars of 
hoarded machine tools. Across town, the planners in another agency are con- 
vineed the Government should hang onto these tools, buy additional equipment 
and store it all deep underground. 

In New York City, the Director of Civil Defense states the city will evacuate 
its 8 million residents to neighboring cities and towns in the event of a Russian 
hydrogen-bomb attack. In Congress, a House subcommittee declares mass 
evacuation of urban populations is unworkable. 

These are samples of a new and wild confusion surrounding one major defense 
problem. 
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The problem: Suppose America, despite all its efforts to arm for deterrence, 
really does suffer a Soviet attack. How can the Nation survice? What 
preparations should be made now? i 

Old answers are being abandoned. Fresh ones are furiously debated. i 

Until very recently, mobilization officials approached the problem in the light 
of World War II experience, United States factories seemed relatively safe 
from direct attack; the pace of war seemed relatively slow. So planning was 
founded on the relatively simple idea of being prepared to mobilize industry to 
produce the munitions to carry the attack back to the enemy. 

This meant “phantom” orders to thousands of civilian factories, telling them 
in advance what munitions they would produce after mobilization. It meant 
Pentagon purchases of about $1 billion of machine tools, now held in idleness, 
but theoretically available for war production. It meant entire mothballed 
factories, such as tank plants near Detroit. It meant a $7 billion stock of 
strategic materials ready to feed war industry during mobilization. 


NO TIME TO MOBILIZE 










Every one of these vast Federal programs is now beginning to crumble away, 
or is being given searching reexamination. Reason: The pace of any future 
full-scale war, employing hydrogen warheads deliverable by missile or bomber, 
will leave no time for mobilizing industry. The battles must be fought with 
“forces in being.” 

Already the armed services have begun unloading their machine tools on the 
market—about 15,000 of them in the latest batch. And complete production-line 
packages formerly in mothballs have been raided for particular machines usable 
for current production; millions of dollars of tools have been taken, for in- 
stance, to make the J—57 jet engine. Some 90,000 tools are still idle, and at 
least 22,000 are considered prime candidates for disposal. 

The “phantom contracts” scheme, which had 35,000 firms signed up at the 
Korean war outbreak, has deteriorated by 17,000 enrollees. The Air Force now 
gives every indication that it will junk its portion of the program; at the top 
level of the Pentagon pyramid, officials of the Defense Department are studying 
whether the whole works should go. 



























FACTORIES ON THE BLOCK 





Government-owned factories, too, are getting close scrutiny, and Air Force 
men predict some will be on the auction block. As for defense stockpiling, a 
special committee of private citizens appointed by Gordon Gray, head of the 
Office of Defense Mobilization, urges a virtual end to mineral hoarding, already 
down to a snail’s pace, and disposal of some items now held. 

But while the men around Mobilizer Gray reluctantly agree that the whole 
mobilization idea is becoming largely obsolete, they say the time is ripe for 
an entirely new blueprint. 

This would concentrate on how to assure survival of a substantial proportion 
of the United States population after a devastating Soviet hydrogen-warhead 
attack, how to make a shattered civilian economy run again after most of its 
big cities have been blitzed and vast areas of the countryside drenched with 
radioactive fallout. 

Under this new survival blueprint, ODM officials are convinced the Govern- 
ment should not only hang onto the tools being disposed of by the military but 
buy other equipment such as earth-moving machinery and stash it all in under- 
ground caves around the country. The tools would not be used for arms making 
but for rebuilding the civilian economy following a nuclear attack. 


PICK UP THE PIECES 









“In a full-scale nuclear war,” explain defense planners, ‘‘victory probably will 
go to the side best able to pick up the pieces after the radioactive dust has 
cleared.” 

This means an entirely new approach to the whole question of defense stock- 
piling. While the ODM officials ponder the special committee’s recommenda- 
tions for curtailing mineral hoarding, there is growing talk of a new cache of 
survival items. The ODM in conjunction with other Federal agencies already 
has drawn up a list containing nearly 300 items which planners think will be 


necessary to guarantee survival of that part of the population not killéd by 
blast, heat, or radioactive fallout. 

The list includes such items as bandages, surgical instruments, food, under- 
wear, sleeping bags, fuels for generating electricity, emergency sewage-treat- 
ment supplies, and bulldozers. The planners even.contemplate stocking emer- 
geney money in small-town banks. 

Many materials considered necessary for rebuilding devastated areas already 
are available in nontarget areas in sufficient quantities to take care of evacuees 
from bombed-out cities. These probably would not be stockpiled. But others, 
particularly medical supplies, quite probably will have to be stockpiled on a 
bigger scale than at present, officials say. 


HOPELESSLY INADEQUATE 


The Federal Civil Defense Administration now has $225 million of medical 
and engineering supplies, including 380,000 hospital beds, stashed away in non- 
target areas. But present medical supplies, capable of treating 5 million people 
for 3 weeks, are considered hopelessly inadequate. In a recent mock attack on 
the United States the “injured” alone totaled many times that number. 

The new survival blueprint also envisions the establishment of an emergency 
transport agency to restore communications with bombed-out areas. It would 
be set up on a standby basis, with officials around the country to be selected 
and trained ahead of time in much the same manner as military reserve officers. 
These officials, according to Mobilizer Gray, would direct specially clothed crews 
to run trains and trucks through contaminated zones and thus hook up isolated 
regions. 

Even more furious than the debate on how to plan for revival of the economy 
is the controversy raging over ways to assure survival of a large part of the 
population in event of an enemy attack. 

Take, for instance, the very fundamental question of whether evacuation, 
shelters, or both, should be the national policy. Even the Federal Civil Defense 
Administration, whose job it is to plan for national survival, seems to have 
trouble making up its own mind as to which it prefers, 

Two years ago FCDA officials took the position that evacuation was a 
primary national civil-defense measure. Shelter protection against the effects 
of high-yield nuclear weapons, it was contended at the time, would be prohibi- 
tive in terms of costs and materials. Early last year, officials did a complete 
flipflop and endorsed a nationwide shelter program. 

But now the FCDA appears to be wavering again. A bill introduced into 
Congress last year proposing a Federal shelter program has neither been en- 
dorsed by the FCDA or pushed by its officials. “It’s hard enough to get people 
to make a few emergency plans, let alone build a flock of expensive shelters,” 
Says one official. Costs of a nationwide shelter program have been variously 
estimated from $10 billion to $60 billion. 


OUTSIDERS DISAGREE 


Even outside authorities can’t agree on the issue. Eminent nuclear physicist 
Dr. Edward Teller thinks we ought to build a chain of deep underground 
shelters large enough to hold a thousand persons each. The equally notable 
Rockefeller and Gaither reports question the feasibility of deep underground 
shelters but urge a nationwide network of fallout shelters. 

Sinee about half of the casualties of a large-scale atomic attack, or between 
25 and 35 million people, might result from radioactive fallout, the Rockefeller 
report concludes that a fallout-shelter program could prevent such a calamity 
by reducing casualties substantiaily. 

Survival planning appears to be just as disorganized at the State and local 
level. As a case in point take New York where civil-defense programs prob- 
ably are as advanced as anywhere in the country. 

Gen. C. R. Huebner, director of the New York State Civil Defense Com- 
mission, states that “right now we're not prepared for evacuation from our 
major cities,” and adds, “we’re not going to put people in the countryside unless 
preparations have been made to receive them.” 

In another office a few blocks away Maj. Gen. (retired) Robert Condon, 
director of civil defense for New York City, declares that reception areas in 
nearby cities and States are prepared to house and feed New York’s 8 million 
inhabitants in the event of enemy attack on Gotham. He acknowledges, though, 
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that neither New York’s masses nor residents of the reception areas know about 
this. 

Why are civil-defense preparations in such a demoralized state? A number 
of causes are apparent, among them public apathy and weak local civil-defense 
organizations. But perhaps the most important is the lack of aggressive lead- 
ership on the part of the FCDA. Indeed, a House subcommittee last July 
severely reprimanded the FCDA for its failure to present a realistic and prae- 
tical program to Congress. 

So perturbed, in fact, was Congress that it slashed the FODA’s 1958 budget 
request of $180 million to a relatively piddling $39.3 million. Nearly 80 percent 
of this reduction was effected by the elimination of the agency’s stockpiling 
activities. The committee noted that the agency’s $219.5 million of supplies, 
some of which are 6 years old, are poorly located, President Bisenhower in 
his 1959 budget, submitted to Congress last month, is seeking $67.8 million for 
the FCDA in the fiscal year starting July 1. This includes an item of $26 
million for aid to States. 

Part of the trouble may stem from general misconception of the FCDA’s as- 
signment. Some critics argue that it not only should formulate a workable 
national civil-defense scheme but also should see that it is carried out at the 
State and local levels. The FCDA disagrees. It contends there can be no set 
national policy, that the only effective programs will be those devised at the 
local level. 

BLUEPRINT FOR PLANS 


In fact, it considers its primary responsibility to be the preparation of a 
continuity of government program. This, for all practical purposes, is nothing 
more than a blueprint for getting State and local governments to create plans 
to insure their continued Operation in Case of emergency. George B. Owen, 
acting director of the FCDA survival planning project, put it this way: 

“A disaster does not relieve government of its responsibility to function. In 
an emergency, people are going to look for guidance and assistance to the regu- 
larly constituted authorities—mostly the local police and fire departments.” 

As its contribution to this effort, the FCDA has hired expert planners to 
devise disaster plans for 45 participating States, Hawaii, Alaska, Puerto Rico, 
and the tristate New York metropolitan area. Final operation programs are 
due in the next few months. 

But unfortunately these plans will not get down to the hard business of 
how to meet an emergency. “The State plans,” explains Mr. Owen, “are 
basically the definition of the structure under which local communities must 
operate.” 


SOME DRAG THEIR HEELS 


Even if these plans did contain concrete proposals it wouldn’t mean much 
in view of the feeble condition of most local civil-defense organizations. “Some 
cities have no staffs, a number have only part-time officials, others are just 
plain dragging their heels,” concedes Mr. Owen. A few, mostly the larger 
east and west coast cities, are advanced in their preparations, he adds. 

But even in these instances, say civil-defense officials, planning is bogged 
down by the utter disinterest on the part of the public generally. Some folk, 
it’s contended, are apathetic because they believe they would not be in a target 
area. Others, more fatalistic, contend there can be no defense against the 
destructive force of a nuclear blast. 

Even if there is sympathy for the idea and aims of civil defense, there is 
an almost complete absence of information about what to do in case of an 
attack. This was painfully apparent in at least two instances in widely sepa- 
rated parts of the country where air-raid warnings were sounded accidentally. 
In both cases—one in Oakland, Calif., the other in Schenectady, N. Y.—the 
public showed a complete disdain for the air-raid warning signal. 

In the Schenectady incident (it occurred last July) only 1 man out of the 
100,000 residents knew what to do and did it. He bundled his kin into the 
family jalopy and headed for the hills. Even the mayor turned over and went 
back to sleep. More appalling to defense authorities was the fact that those 
frightened enongh to act, acted the wrong way. They jammed telephone lines, 
aurned on lights, and even left the shelter of their homes to gather in the 
streets. 

The Oakland fiasco was so alarming to officials they hired the Stanford Re- 
search Institute to find out why people reacted as they did. The survey 
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wevealed that although 75 percent of the residents heard the alarm only 
10 percent made any attempt to protect themselves. Another 10 percent made 
an effort to get real information by calling city officials or turning on the 
radio. Some 35 percent checked by looking out windows to see what others 
were doing, phoning newspapers or friends. A shattering 45 percent did nothing 
at all. 

More than three-fourths of those interviewed said that if such a thing hap- 
pened again, they would either pay no attention or would do the wrong thing. 

What, if anything, can be done to snap the public out of its lethargy? Some 
civil-defense authorities apparently think the problem is pretty hopeless. A 
New York State civil-defense official puts it thusly: 

“You know how the American people are, they never get excited about some- 
thing until it happens. We've got the organization set up and in event of an 
attack we won’t have to fight public apathy.” 

A former civil-defense official of a small eastern community says part of the 
public’s apathy can be traced to civil-defense directives. 

“One block,” he says, “arises from not knowing in detail how to prepare for 
home protection. That is not the people’s fault. I have studied Federal and 
State civil-defense manuals and none is complete, though most are verbose.” 

He proposes stern action to make individual-citizens assume their civil-defense 
responsibilities. “People must be given and made to absorb under penalty of 
heavy fine, a simple manual telling what to do and why,” he states. “From my 
own experience I know it can be set forth in a few pages.” 

In view of the dismal national civil-defense picture, some civil-defense au- 
thorities propose that the average citizen transform the basement of his home 
into a shelter area. They contend that people outside the immediate blast 
area—a large bomb would devastate a 10-mile area—would have anywhere 
from 1 to 5 hours to take shelter against radioactive fallout. 


A CELLAR LEAN-TO 


New York State civil-defense officials, for instance, suggest construction of a 
lean-to in the cellar of one’s home and stocking it with food, water, blankets, a 
battery radio, medical supplies, house repair material, and containers of drink- 
ing water. A Geiger counter is recommended by some so that you'll know when 
it’s safe to emerge. Experts reckon that this will be about 48 hours after the 
fallout hits your area. 

One conscientious citizen near an east coast city equipped his cellar for a 
30-day seige at a total cost of only $149. This included food, $98.60; army cots, 
$21.80; extra blankets, $14.35; medical supplies, $5.10, and window glass and 
board to seal basement windows, $9.15. 

Proponents of the home-shelter program argue that one civil-defense official 
in every community should equip his own house for survival, then hold demon- 
strations for all householders in the community. Attendance should be com- 
pulsory, they state. 

Others, not so optimistic, take a dim view of the home-shelter proposition. 
They say that to properly prepare a house for shelter there must be at least a 
yard of dirt or concrete around that part of the foundation that is above ground 
level. “With the public’s present indifference to civil defense, how many people 
do you think will disfigure the outside of their homes by piling dirt all around 
the foundation?” asks one skeptic. 

Even more perplexing—no one has come up with a solution yet—is what to 
do about the radiation “shine down” from fallout on the roof. Nuclear ex- 
perts state that unless some sort of sprinkler system can be devised to wash 
fallout off the roof, the lethal radiation will not only penetrate the roof but work 
its way right down to the basement shelter. 


ODM VIEWS ON THE WALL STREET JOURNAL ARTICLE 


Mr. Tuomas. Does anyone have a statement on that? 

Mr. Gray. From what you read of that article, Mr. Chairman, it 
seems to be a piece written by an individual who has talked to a great 
many people in various agencies. I think he has put together the 
thoughts of a lot of people. 
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I think I should say for the record that to the extent that this 
article quotes ODM officials or unidentified people around the Director, 
it has not necessarily expressed what our official views are. 

As to some of the points raised, you asked me whether the report 
that a special committee had made was news to me. The answer is 
“No”. Of course, I did see the report. 

Mr. THomas. How accurate is the article? You say it may or may 
not necessarily reflect the views of ODM. Does it reflect the views 
of the ODM? 

Mr. Gray. There are some statements in there that are absolutely 
correct about stockpiling, but as to ODM officials thinking, for ex- 
ample, that earth-moving machinery must be stockpiled deep below 
the earth, I have come to no such conclusion. These matters are being 
studied. 

This kind of thing certainly reflects notions that some people have 
held but this is not yet official Government policy. 

Mr.. Tuomas. What about the stockpile? What are the views of 
the ODM on stockpiling ? 

Mr. Gray. On the strategic and critical stockpile? 

Mr. THomas. Yes. 

Mr. Gray. We have, as I am sure you know, Mr. Chairman, been 
pureiing certain stockpile ee procedures, and criteria for a num- 

er of years, I think largely without change up until fairly recently. 
Before this report was made we had been proceeding, so far as our 
longer term objectives are concerned, on the basis of stockpiling against 
deficits which would arise in a 5-year war period. This was changed 
earlier, not earlier this year but last year, in 1957, so that our new 
procurement was based only against objectives for a 3-year war. 

There are other policies and procedures which we have been using 
over a period of years which I felt needed a critical look. Pleading 
guilty myself to the possibility that those of us who deal with these 
matters day in and day out get somewhat rooted in our views and 
accustomed to old patterns and habits, this fresh and independent look 
was taken. 

REPORT OF SPECIAL STOCKPILE COMMITTEE 


A report was made, it was released, and it is now formally before 
the interested and responsible agencies of Government for consid- 
eration; and I will have the responsibility of determining which of 
the recommendations I will accept and which I will not accept. 

I might say for your information that there has been some expressed 
interest on the part of at least one committee up here, and we have 
been requested to make no decision until we receive the views of one 
of the committees. So when I have these comments and suggestions 
we will act on them. 

In general this report confirms the notion of not stockpiling for a 
long war. It does, in effect, say that the metals and minerals stock- 
piling should not go on at the pace it has in the past, and of course 
this is — view we hides had as reflected by the budget which has been 
requested. 

e committee recommended a study of a new type of stockpiling, 
new at least to the strategic and critical stockpile, and that is what 
they refer to as survival items. Although they did not refer to such 
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things as earth-moving equipment, it could include that kind of thing. 
course, we will now proceed to study this new notion of a sur- 
vival kind of stockpiling. 

We have recently released for study and consideration a tentative 
list of so-called survival items which had been prepared by an inter- 
agency committee under the chairmanship of my office as a basis for 
determining whether there is a necessity for taking unusual steps to 
assure their availability in time of attack. 

_ A study is being made of distribution patterns, inventories, produc- 
tive facilities, stocks normally on hand, and so forth. 

Mr. Tuomas. If I may interrupt you, what are those items—medical 
supplies, blood plasma ? 

Mr. Gray. Yes, and clothing, elemental shelter, and six categories of 
such items. While this list should not be considered definitive, and I 
am sure it will be changed as a result of further study, it is a starting 
point to ask ourselves the question of what should we do, if anything 
is necessary, to insure the availability of this kind of item in the event 
of enemy attack. ; 

Might I make one other observation prompted by your question 
about stockpiling. While it is true that we must plan against the 
contingency of attack on this country, whether of a surprise nature or 
arising out of localized hostilities, or even with some strategic warn- 
ing, it is nevertheless true that we must still continue to plan against 
the possibility of limited war. This brings into focus certain consid- 
erations that would not necessarily apply in the case of an all-out 
attack on this country. So it would be very foolish, we think, to plan 
simply against nuclear attack. 

; is article as you read it indicated that the committee referred 

1 to recommendations on disposals, They did not recommend disposal 

now of metals and minerals in the stockpile. They recommended a 

consideration of disposal of low-grade materials which would be ex- 

eess, and I think they recommended disposal of perishables which are 
excess to our objectives. 

These recommendations are being carefully studied now, but I 
would like the record to show that they did not recommend dumping 
all the metals and minerals on the market. 

Mr. Tuomas. Specifically, did they recommend a rotation program ? 
Is that what you are saying? 

Mr. Gray. So far as perishables are concerned 

Mr. Tuomas. You get rid of those that are aging and decomposing. 

Mr. Gray. I am not sure about rotation, but they did not recommend 
that our present policy of rotation of perishables be changed. 














STOCKPILING GOALS 


Mr. Tuomas. We have about $7 billion and the goal is another $2 
billion or $214 billion. 

Mr. Gray. I think under the old 5-year concept it was a substantial 
Sagan, but under the 3-year concept as we are now procuring, gen- 
erally 

Mr. Trtomas. When was the 3-year concept adopted? Was it some 
time during the last calendar year? 

Mr. Gray. I believe it was in the spring. 
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Mr. Txromas. When you were here last year it was still the old 
5-year concept. 

Mr. Gray. Then it was in June. 

Mr. Tuomas. If we have an atomic war it certainly tekes a lot of 
imagination and a lot of hope to think we can survive 3 years. If 
we can survive an atomic war and if we can survive for 3 months 
we will be lucky, won’t we? 

Mr. Gray. I believe military planners can better answer that ques- 
tion, but it seems to me I recall, Mr. Chairman, back in about 1939 
when we thought in terms of blockbusters it was thought no city could 
survive mass bombing attacks. T am not sure what we can precisely 
predict. 

I will give you my own personal opinion which coincides with 
years—in a nuclear exchange we probably will not have a 3-year war. 

I would also say this, though, with regard to stockpiling policies : In 
such an event it would probably be extremely useful to use in our re- 
covery, as we go about it, to have the necessary materials on hand 
to redevelop our economy. 

Mr. Tuomas. There is something in that, all right. Certainly the 
transportation system will not be destroyed. The fleet will be at sea, 
and certainly that will not be destroyed. . 

I am wondering if we have enough. What is today’s value of the 
stockpile ? 

Mr. Frorre. As of December 31 the market value of the national 
stockpile itself was $5,868 million. 

Mr. Tromas. In terms of tmits how much does it lack from being 
completed? Is it 60 percent of being completed in the 5-year pro- 
gram, the original 5-year program ? 

Mr. Meptey. About two-thirds. 

Mr. Tomas. Some of the items are 90 percent, some 100 percent? 

Mr. Gray. That is right. 

Mr. Tuomas. Is it 6636 percent completed for the 5-year period? 

Mr. Meptey. That is right. 


INCOMPLETE STOCKPILE ITEMS 


Mr. ‘THomas. Why don’t we have enough under the 3-year pro- 
gram ¢ 

Mr. Gray. We have enough except in 12 categories. 

Mr. Tuomas. If you turn around and pursue a policy of rotation, 
perhaps you will have to sell some. 

Mr. Gray. We are proposing new procurement in only 12 categories 
out of approximately 75. 

Mr. Tiostag Do you have a list of those 12 items? 

Mr. Gray. Yes. 

Mr. Tuomas. Shall we be on or off the record ? 

Mr. Gray. What I am about to say is not classified, sir. 

As I have indicated we are limiting all new procurement to meet- 
ing a 3-year basis, with the exception of 3 procurement programs 
in process, which are in support of the mobilization base; these 3 
are lead, zinc, and synthetic manganese dioxide. 

I think I should say to you that as far as zinc is concerned we are 
practically at the point now of having met the maximum objective, 
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and as far as any stockpile procurement is concerned we will very soon 
be out of the business 0 procuring that. 

Mr. Tuomas. How about lead? We cannot even get into the ware- 
houses which have lead and zinc. 

Mr. Gray. We have not as nearly reached the objective in lead as 
we have in zinc. 

Mr. Tuomas. What portion of that is coming from outside the 
continental United States? Are not the lead and zinc people scream- 
ing their heads off and asking for tariffs? I assume most of this is 
coming outside continental United States for the stockpile? 

Mr. Gray. No; from domestic sources, Yes; lead and zinc people 
are requesting a tariff. Their request is a serious one, and it will 
probably be even stronger at the time we cease such domestic pur- 
chases. It is proposed now that we finish the zinc objective which I 
feel is almost on top of us. Pretty soon we will be out of the lead 
business. 

We expect to continue to procure synthetic manganese dioxide in 
fiscal year 1959. 

Mr. Tuomas. Is that also domestic now ? 

Mr. Gray. Yes,sir. Those are three materials. 

Mr. Tuomas. What will be the total dollar cost of those 8 min- 
erals for the fiscal year 1959? 

Mr. Gray. No lead and zinc in fiscal 1959 is contemplated. The 
synthetic manganese dioxide procurement as planned for 1959-—— 

Mr. Meptey. 3,642 long dry tons. 

Mr. Tuomas. What is the approximate cost per ton? Supply the 
exact figure later but give us an estimate. 

Mr. Fioere. $264 a ton for lead. 

Mr. Tuomas. You say 3,000 long tons? 

Mr. Gray. 3,600 long tons. 

Mr. Fiorre. Speaking of lead now. 

Mr. Mepixy. $674 for the synthetic manganese dioxide. That is 
the market price as of December 31. 

Mr. Tuomas. What is the total dollar cost? That really runs into 
money, does it not ? 

Mr. Meptey. 3,642 tons, $2,504,000. 

Mr. Gray. I should point out with respect to this particular ma- 
terial, Mr. Chairman, that we are approaching exhaustion of the 
natural battery ores. Defense maintains that manganese dioxide is 
important to produce batteries, which are important in the event of 
nuclear war. 

MATERIALS CURRENTLY BEING PURCHASED 


So far as the other materials involving new purchases are concerned 
there are the following: amosite asbestos, electrolytic chromium, dia- 
mond dies, metallurgical grade fluorspar, jewel bearings, muscovite 
block mica, muscovite film mica, selenium, and silicon carbide. 
These are the items involved in the current purchase program. 
Mr. Yares. Are these the only ones? 
Mr. Tuomas. Those are 13 items? 
Mr. Gray. Twelve, sir, including silicon carbide which is to be 
acquired by barter commitments. 
r. Toomas. What will be the dollar amount of the purchases here ? 
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Mr. Gray. Total is $18.8 million for all new procurement in 1959. 

Mr. Tuomas. We have far too much money, then. You show $81.8 
million. For rotation pur you have how much? 

Mr. Mepiey. We will sell approximately $82 million of materials 
requiring rotation and we will need approximately $92 million for the 
replacement of these materials. 

Mr. Tuomas. You will not replace them. Mr. Gray said all our 
purchases will be on those 12 items, $18.8 million. 

Mr. Gray. I merely said we rotate perishable products, Mr. Chair- 
man, which I did not classify as new procurement. 


ACQUISITIONS FROM CCC BARTER PROGRAM 


May I also point out that I think transfers from the CCC also are 
included in the total budget figure. 

However, so far as procurement of new materials going into the 
strategic stockpile—— 

Mr. Tuomas. You are not going to put the fresh money into CCC, 
are you ? 

r. FLoere. Surely. 

Mr. Tnomas. That is right, $96.2 million for the Agriculture 
Department. 

e took the position that that already is paid for. 

This is a very useful purpose that the CCC isserving. We thought 
they were taking a free ride on about 40 or 50 percent of the stock- 
piling, but Mr. Medley assured me that that is notso. They take the 
loss and the loss is charged to the Commodity Credit Corporation and 
we do not suffer any loss in the stockpile by virtue of the loss on the 
CCC commodity. 

Mr. FLoere. We show a paper profit as of December 31 of $5,900,000 
on the materials in the oce inventory. 


ROTATION OF MATERIALS 


Mr. Tuomas. Getting back to your rotation and your new com- 
modities, will not that S18 million and $19 million just about get the 
job done? 

Mr. Gray. I cannot answer that, Mr. Chairman. 

Mr. Tuomas. What is the nature of the commodities you will 
rotate? You do not spell this out. 

Mr. Evins. The reverse side of page 255. 

Mr. Tuomas. What about domestic tungsten, asbestos, fluorspar— 
what else do you have? 

Mr. Casto. Page 256, sir. 

Mr. Tuomas. Castor oil, coconut oil, feathers and down, fibers, 
magnesium, palm oil, shellac—these are standard items. We rotate 
these every year, don’t we? 

Mr. Gray. Yes, sir. 

Mr. Tuomas. Are we not in good shape there outside of the castor 
oil and the coconut oil and the palm oils? 

What about rubber? How about tin? 

What is this sperm oil ? 

Mr. Casto. From the sperm whale. 


Mr. Tuomas. Where do you catch them? 
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Mr. Casto. Off the coast of South America. 

Mr. Tuomas. From which country ? 

Mr. Castro. The Norwegians, sir. 

Mr. ‘Tuomas. I believe you set that out in your justification. 
Whereabouts is that oil storage? 

Mr. Jounson. Stored at Government-owned facilities in one of our 
tank farms. 

Mr. Tuomas. How many do you have? 

Mr. Jornson. Five. 

Mr. Tuomas. Where are the other four? 

Mr. Jonson. We have two at GSA-operated facilities. 

Mr. THomas. Where? 

Mr. Jounson. At Somerville, N. J. and Hammond, Ind. 

Mr. Tuomas. Where are the others? 

Mr. Jounson. Three at Navy installations in Mechanicsburg, 
Olathe, Kans., and Scotia, N. Y. 

Mr. 'THomas. Go ahead, Mr. Gray. 

Mr. Gray. I think I gave you the list of the new procurement items, 
Mr. Chairman. 

Mr. Tuomas. You think you ought to spend the $18 million cer- 
tainly on the new items? 

Mr. Gray. Yes, sir. 

Mr. THomas. And you think you should replenish our supply. Has 
this rotation program been looked over very carefully as to quantity 
and amount? 

Mr. Gray. The rotation responsibility belongs to— 

Mr. Tuomas. You have been rotating these items every year? 

Mr. Hotrz. That is right, sir. 

Mr. Tomas. What is the condition of the stockpile with reference 
to ultimate goals under the 5-year program and in what condition is 
it under the 3-year program ? 

Mr. Horrz. Certainly on some commodities we have-—— 

Mr. Tuomas. Oils won’t last but 3 or 4 years, as I remember. 

Mr. Hotrz. That is right. 

Mr. Tuomas. Then you have to rotate, 

Mr. Hourz. That is right. That is true of other items. The quan- 
tity of rotation is governed by the life of the product itself, but these 
have been gone over carefully. 

As a matter of fact, there may be others. 

Mr. Tuomas. How about tin and zinc and these other metals? 

Mr. Hoxrz. There is a tin disease. 

Mr. Tuomas. How about zinc? 

Mr. Honrz. There is an oxidation which occurs. Some of it. will 
have to be rotated. 

Mr. Txomas, How long, every 10 to 15 years? 

Mr. Hourz. No; as to zinc I would say nearer 10. 

Mr. Tuomas. I have seen a “zillion” tons of zinc in your ware- 
houses in open spaces. 

Mr. Hotrz. This is a very small amount that will be rotated in 
zine. 

Mr. Tuomas. What about tin? 

Mr. Hourz. The same with tin. It is that which has become dis- 
eased in storage. 
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LOSS ON ROTATION PROGRAM 


Mr, THomas. What does the program add up, to, $92 million? 

Mr. Howtrz. $10,184,000. ‘an 

Mr. Tuomas. Who gave us the figure of $96 million ? 

Mr. Casro. It costs us that much to repurchase the replacement 
materials compared to the amount shown, there in the table that we 
would get from sales, $81,937,000. 

Mr. Hourz. The net loss; $10,184,000. is the estimated net cost to 
the Government for the rotation of these materials in fiscal 1959, 

Mr. Yavres. Prices have dropped, then. 

Mr. Tuomas. What is your return for this material? You will sell 
$96 million worth of material? Is that, what you are saying? 

Mr. Hourz. No, sir; $81,937,000 will be sold. We will replace with 
new material costing $92,121,000. The difference between those 2 is 
the $10,184,000. 

Mr. Tuomas. You will turn around and buy back $92 million 
worth of material ? 

Mr. Hourz, That is right. 

Mr. Tuomas. You do not need any $96 million but $10 million, 
then. 

Mr. Horrz. In new money; that is correct. One is an income item 
and the other is an expense item, but the difference between the two is 
$10,184,000. 

NEW APPROPRIATION REQUIRED 


Mr. THomas. What will you do with the rest of the $70 million? 
Mr. Gray is talking about spending $19 million. You will need $10 
million on the rotation program. What will you do with the other? 

Mr. Hotrz. Out of this total program there will be $96 million—— 

Mr. Tuomas. 80 or 85 milhon dollars will be left unobligated. 
Why don’t we call it quits? 

r. Meptey. We estimate we will have an unobligated balance of 
approximately $77 million at the end of 1958. 

Mr. Tuomas. When I read the figures before it was $81 million. 

Mr. Mepiey. Next year we expect to squeeze out another $5 million 
from prior year obligations, which would be the $81 million. We 
will have roughly $82 million from the sales of the materials ro- 
tated. That plus the requested $70 million would make a total avail- 
ability of about $233 million. 

Against that we would acquire new materials, that is commodity 
credit, plus the open-market purchases that, Mr, Gray mentioned, 
totaling $115 million, 

Mr. Txomas. How do you get that? You have $19 million, and 
$96 million. Yes, that is right. 

Mr. Meptey. We have to pay for rotated materials. 

Mr. Trromas. No, you counted that. 

Mr. Meptry. We just counted income from. sale of old materials. 
Now we have to buy the new which would cost $92 million. 

. Our custody, .storage, and handling bill is approximately $24.6 
million, and our administrative costs are a little over $3 million, which 
makes a total obligation of $233 million which will use the income 


that we just itemized, including the $70 million requested appro- 
priation. 
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_ Mr. Tuomas. But you will buy in new material, a net for the rota- 
tion program of $10 million worth of and you will buy ap- 
proximately $19 million in new materials. Is that right, Mr. Gray? 

Mr. Gray. In 1959, yes. 

Mr. Tuomas. Plus $10 million rotation loss, plus the administra- 
tive expense, and that is the end of it, is it not? 

Mr. Hoxrz. Plus the $96 million we will have to pay for the CCC 
material. 

’ Mr. Tuomas. They have been paid for, haven’t they ? 

Mr. Hortz. By the Government. 

Mr. Gray. I believe the CCC transactions were made with the un- 
derstanding that the material would go to the strategic stockpile and 
the CCC would be reimbursed. 

Mr. Horrz. It has to come back. 

Mr. Tuomas. Not necessarily. 

That is a clear picture of it. Do-you have anything to add to that, 
‘Mr. Floete? You do not think we should dispose of any of this stock- 
pile material now? You think we ought to hold the level at about 
where it is when you get this $18 million and not decrease it below 
those levels? 

Mr. Fuiorre. The law requires, Mr. Chairman, that we not. dispose 
‘of materials in the stockpile except when they are obsolete without 
going to Congress with a definite plan of disposal. We cannot rush 
on the market at will, and it would not be a good thing to do, anyway. 

Mr. Gray. I would agree with that. Right now it would be very 
difficult. 


DEFENSE PRODUCTION ACT INVENTORY 


Mr. Tuomas. The aluminum le and the copper people are do- 
ing a little business with the stockpile now? 

r. Fuorre. A lot under DPA. You have to keep that separated 
all the time. 

Mr. Tuomas. Except the national stockpile gets it about 2 weeks 
later. 

Mr. Frorre. Not unless you give us the money to take it out. 

Mr. Gray. There is no money being asked in these figures for such 
transfers of materials from the DPA, Mr. Chairman. 

Mr. Tuomas. How much are you holding in reserve, about $194.6 
million ? 

Mr. Meptey. Just about that. 

Mr. Tuomas. So that is in addition to this $70 million of fresh 
money plus the $19 million; is that right ? 

Mr. Mepiey. No, I would not say it was in addition, Mr. Chairman. 

Mr. Tuomas. What will you do with it if it is not in addition? 

Mr. Meptey. Putting it that way, yes, it is. 

Mr. Tuomas. We are in this year in a big way even though it is not 
appropriated money. Is that right? 

Mr. Meptey. No, Mr. Chairman. I believe the committee has before 
it now a table which shows the inventory position on each of these ma- 
terials and in these various different categories of inventories, It 
shows what we have in the stockpile, what is in the Sup lemental 
stockpile, what is in the DPA inventory, what is in the &c barter 
inventory, what we have acquired as a result of the domestic purchase 
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programs, funds which were appropriated to Interior, and also RFC 
tin 


Mr. Tuomas. Have you a table for the committee showing what the 
content and quantity is of the DPA stockpile? 

Mr. Froere. It is listed here. 

aa Tuomas. Which have not been transferred. Of course, you 
will get it. 

Mr Hotrz. Roughly $402 million in the DPA inventory. 

Mr. Tuomas. Right now and which has not been transferred ? 

Mr. Hourz. That is right. There are $194 million of that which is 
stockpile grade which will have to be held in the DPA inventory if we 
do not get the funds, but actually the $402 million is the amount. That 
is market price. 

Mr. Tuomas. It is not stockpile quality ? 

Mr. Hotrz. Some of it is not. 

Mr. Tuomas. Eventually, in round figures, you have about $200 
million worth of material which you intend to get into the stockpil 

Mr. Hoxtz. That is the amount originally uled for 
1958 and 1959. That is not all of it. 

Mr. Tuomas. Why spend a dollar of fresh money for anything, 
then, when you have $200 million that is going in there sooner or 
later ? 

Mr. Gray. These are different materials, Mr. Chairman. 

Mr. Tuomas. That is why I am asking for the list. What are the 
materials in the DPA stockpile? 

Mr. Meptey. First, Mr. Holtz used current market value. The 
materials an stockpile objectives cost a total of $675 million. 

Mr. Hotrz. That is right. 

Mr. Mepiey. Those which are in the DPA inventory for which 
there is no stockpile objective, total $158 million, or a total cost of 
$833 million. 

Mr. Tuomas. The stockpile will have to put up about $675 million. 
It is just a question of time. 

r. Meptey. We are not making any more transfers this year. 
We did make transfers in 1958 of about $7.3 million but we will make 
no more and we plan no more in 1959. 

Mr. Tuomas Give us the class and the kind there and the name of 

the DPA stockpile. 
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ALUMINUM 


Mr. Meptey. Well, for example, there is aluminum, 208,000 tons, 
at a cost of $106 million. 

Mr. Tuomas. When did you acquire that? In the last 6 months 
or the last, 12 months? 

Mr. Meptey. During the last 12. 

Mr. Tuomas. The aluminum people really have been putting it to 
you, have they not? 

Mr. Fioere. Yes. 

Mr. Tuomas. What price? Is it current market value? 

Mr. Froere. 26 cents. 

Mr. Tuomas. Current market value price? 

Mr. Fiore. Yes, sir. _ 
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COPPER 
_ Mr. Tuomas. What about copper? I saw a lot of copper coming 


in. 

Mr. Meptey. We have a little under 25,000 tons at a cost of 
approximately $13.6 million. 

Mr. Tuomas. What price are you paying for copper ? 

Mr. Meptey. Variously 27 cents to 29 cents. 

Mr. Tuomas. Market value or premium ? 

Mr. Meprxy. Premium. Current market is 25 cents, 

Mr. Froere. And going down. 
_ Mr. Tuomas. Once the stockpile takes it you cannot sell it to the 
consuming industry. When the price is good they do not want to 
deliver to the stockpile but to their customers and let you take it out 
of the stockpile and take care of their business. 

Mr. Gray, getting down to brass tacks, it looks as though the 12 
items you mentioned are not covered in the DPA list. 

Mr. Gray. I think not. . 
~ Mr. Troms. They are separate and distinct. Are the items cov- 
ered in the DPA list all domestic materials? 

Mr. Meptry. With various exceptions including Canadian nickel. 


NICKEL 


Mr. THomas. How much do you have in Canadian nickel ? 

Mr. Meptey. We have a total DPA nickel inventory of 30 million 
pounds at a cost of $22 million plus. I cannot tell you at this mo- 
ment how much of that is Canadian. 

Mr. Tuomas. This is the way it looks to me, gentlemen: It seems 
to me it is $18.8 million plus the administrative cost, plus $10 million 
more for rotation, and you will have all you need because you will 
get $200 million just as you have it right now. It is merely a book- 
keeping transaction as to where you put it. 

Mr. Meptey. Plus the cost of custodial expenses which totals $24.7 
million. 


CONTRACT LIABILITY FOR COPPER AND ALUMINUM 


Mr. Tuomas. What is your outside liability on copper and alumi- 
num before you meet your contract requirements ? 

Mr. Fiorre. The overall? 

Mr. Tuomas. Yes, sir. 

Mr. Fiore. $391,697,000. 

Mr. Tuomas. For what? 

Mr. Fioere. The maximum financial exposure on aluminuin. 

Mr. Tuomas. $391 million? 

Mr. Fuorre. Yes, sir. 

Mr. Tuomas. What is it on copper? 

Mr. Fioete. $194 million. 

Mr. Tuomas. Roughly, then, it will be about $550. million before 
you are off the hook on copper and aluminum ? 

Mr. Froere. That is right. 

Mr. Yates. Where did you get the figure of $194 million on 
copper ? 
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Mr. Fiorre. At the bottom of the page. . You see, it includes both 
DPA and S. & C. M.. There is a total of 712 million pounds and 
$194 million. 

Mr. Tuomas. And that. $550 million arises by virtue of contracts 
made by ODM, not with appropriated funds but by Treasury au- 
thorization, and the Congress. did not pass upon each individual 
specific item ? 

Mr. Hourz. Those are contracts made by GSA and except for)twu 
small S. & C. M. contracts, they are all financed under DPA funds. 

Mr. Yares. Did the figures you testified to a few moments ago 
inelude your commitments under existing contracts ¢ 

Mr. Fuorre. Yes, sir; the ones I just gave from this sheet. 

Mr. Yates. The total amount of money that is necessary to meet 
commitments under the existing contracts / 

Mr. Fiorere. You mean when: we were talking about aluminum 
and. copper ¢ 

Mr. Yates. Not only that, but all of your products. How much 
money would you need from Congress in order to meet your current 
commitments under the metals contracts? 

Mr. Froers. Well, you see, we operate this DPA account opera- 
tion under a borrowing authority, and we do not come to you except 
to transfer the items from the DPA inventory to the stockpile. 

Otherwise, we use the borrowing authority and up to that point 
we do not come to you for an appropriation. 

Mr. Yates. Do you know. how much DPA is going to spend this 
year under these contracts 

Mr. F.orre. These figures are the maximum. We cannot guess how 
much we would get. 

Mr. Yares. Apparently I did. not make muself clear. I wonder 
what the Government’s liability for this year would be in connection 
with these purchase contracts. 

Mr. Fiorre. We feel, if we get them all 

Mr. Yares. You said the DPA is going to make the purchases, and 
you in turn will be asked to purchase, perhaps, next year, whatever 
the DPA purchases this year ; is that correct ? 

Mr. Fiorrr. We have to buy it. Whether we buy it under borrow- 
ing authority or by appropriated funds, we nevertheless have toe buy 
it. 

Mr. Tuomas. You are hooked, in other words. 

Mr. Fiorre. Yes, sir. 

Mr. Yates. Do you buy it or does someone else buy it? 

Mr. Fiorre. We buy it. 

Mr. Yates. Does ODM tell you to buy it? 

Mr. Forres. We buy it under this program. 

Mr. Yares. It is under a DPA fund; is:it not? 

Mr. Fuoere. Yes, sir; that is right. 

Mr. Yates. You buy it, and it is paid for under that fund; is that 
correct ? 

Mr. Frioere. That is right. : 

Mr. Yarrs. What is the amount that would come out: of this fund 
in particular under these contracts ? 

Mr. Fioere. Including a small amount of direct appropriations) itis 
$344 million from January 1 to June 30, 1958, if we get it all. 
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Mr. Yates. Will you not get it all? 

Mr. FLorre. We are trying to cancel some of these contracts. There 
are a few of them where the contractors are not delivering, but that 
is our maximum liability, if we get every bit of it. 


NEGOTIATED SETTLEMENT OF CONTRACTS 


Mr. Yates. Are you trying to cancel all contracts except those which 
were listed by Mr. Gray? 

Mr. Fuorre. No; we are talking to all the important contractors 
listed here in an effort to see.if there is any chance of making some 
kind of negotiated deal with them, and each one is a separate opera- 
tion. 

Mr. Yares. As I understood Mr. Gray’s testimony, he said these 
12 metals are the ones that are still required for the stockpile. In- 
sofar as the other metals are concerned, ODM has decided that they 
are no longer needed for meeting stockpile objectives; is that correct ? 

Mr. Gray. Yes, sir. 

Mr. Yates. Therefore, I would assume that Mr. Floete and.-GSA 
would be attempting to clear up those contracts; is that correct? 

Mr. Froere. We are working on them, but they are firm contracts, 
and it is not Government policy to just cancel contracts that are firm, 
legal obligations. 

Mer. Yates. That is correct; you cannot cancel them. 

Do they have cancellation clauses in them ? 

Mr. Froere. No, sir. 

Mr. Yares. None of them have cancellation clauses; is that right? 

Mr. Forte. No, sir; none of them. 

We have had some luck, and we are still trying. 

Mr. Yates. Have you canceled any contracts yet ? 

Mr. Fuoete. Yes, sir. 

Mr. Yates. Which ones have you canceled ? 

Mr. Frorre. Well, since last July we canceled some. They are 
not part of your program list, of course, because this was made up 
later. Here is one for chrome in the amount of $416,000. Then, 
there is one with Calumet on which the Government as of June 30, 
last year 

Mr. Yates. That is for copper? 

Mr. Fiorts. That is copper. 

Mr. Yates. Will you state what the metals are as you go through 
these contracts which have been canceled ? 

Mr. Frorre. Yes, sir; we canceled out a liability of $17 million 
in that case. 

Mr. Yates. How much did it cost you? 

Mr. Froerte. It did not cost us anything. 

Mr. Yates. The company just permitted you to cancel it out? 

Mr. Fuorre. Yes, sir. 

Mr. Hourz. We are not paying any cancellation costs at all. These 
are negotiated settlements. 

Mr. Friorrs. Here is another one of $1,365,000 with L. J. Buch, 
Inc. for manganese metals. Then we canceled 2 contracts amounting 
to $6.8 million. 
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Here [indicating] is one on molybdenum where we canceled it in 
the amount of $39 million-plus. A premium of $1.2 million was 
paid to the Government for cancellation. 

Mr. Yates. A premium paid to the Government ? 

You mean the company wanted to get out of the contract? 

Mr. Forres. Yes, sir; and’ we wanted to get out of it. We had 
no further need for molybdenum. 

Mr. Yates. They wanted to get out of it? 

Mr. Gray. They were not happy about it, but Mr. Floete did a 
very good job of negotiation. 

r. Fiorers. We also got another contractor to voluntarily cancel 
a project of $18,396,000. 
. Yates. Has the price of molybdenum been going up? 

Mr. Fioere. No, sir. 

Mr. Yates. What is the basis of their agreement? 

Mr. Fiorrs. Well, I think it is persuasion and argument that we 
do not. need it, and do not want it, and that they have a certain obli- 
gation as citizens of the Government. 


CONTRACTS FOR NICKEL 


Mr. Yates. Did this argument work with Freeport Sulphur Corp. ? 

Mr. Froers. No, sir; we are working with the nickel companies 
right now, and we have an engagement with them Monday week, and 
another one a week from next Monday, and we may get some relief 
on the nickel contracts. 

Mr. Hotz. We have already canceled an option on 30 million 
pounds of nickel, and that represented $22 million. 

Mr. Yates. Yesterday I got the impression when we were discussing 
these contracts for nickel that you had made an improvident contract 
with Falconbridge. 

Mr. Froers. I do not think you can say improvident. Maybe in the 
light of circumstances as they existed at that time, it was not im- 
provident. I do not know, because I cannot judge. 

Mr. Yates. The chart which has been given to me indicates that 
you have two contracts with Falconbridge. 

Mr. Fuoere. That is right. 

Mr. Yates. One which was executed on February 14, 1952, under 
the terms of which you are required to pay the current market price 
at the time of delivery ? 

Mr. Froers. That is right. 

Mr. Yates. You have another contract which was executed on 
March 27, 1953, under the terms of which you were required to pay 
$1.14 per pound. 

Mr. Fioers. Yes, sir; both of them were executed under the im- 
petus of the Korean war. 

Mr. Yares. But both made at different times? 

Mr. Fuionre. Yes, sir. 

Mr. Yares. That was before your time; was it not? 

Mr. Froere. Yes, sir. 

Mr. Tuomas. That was made by General Electric—Charlie Wil- 
son—in 1950. 

Mr. Froere. I am negotiating on both of those. 
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Mr, Yargs, This is 1993, and’ the first one avas 1952. | Thesecond 
one was March 1953. 

Mr. Forte. I am negotiating both.of those right noWe; 

Mr. Yares. For cancellation? ._ 

Mr. FLorrn. Yes, sir; and I will, get some concession, ‘but I do not 
know how much. , Howev er, L will.get some. 


HANNA. NICKEL 60. CONTRACTS... 


Mr. Yates. Then you have another nickel coritradt, I otice, by 
this chart, which was entered into on January 16, 1953, with the Hanna 
Nickel Co. 

Mr. Fioere. Yes, sir. 

Mr. Yarts. Urider which you pay prices ranging from 75 cents to 
$1.04 per pound. 

Wil you get any relief on that contract? i 
Mr. Fiore. No; and that is not all the story. The Government 
also has a very lar ge investment in that plant. If we cancel that 
contract, we get the ‘plant. 

Mr. Yates. Tell us what the story is. 

Mr. Froere. Mr. Pike, can you cover that? 

I can get it by searching through these papers, but. I thought you 
knew it. 

Mr. Yates. The Attorney General reports that the Hanna Co, re- 
ceived a couple of certificates of amortization along with that con- 
tract; is that correct? 

Mr. Frioerr. We have 45 of them, and I cannot remember which. 

Mr. Yates. You have 45 contracts with Hanna? 

Mr. Froere. No; we have about 45 of this nature, 

Mr. Yares. Well, page 30 of the report of the Attorney General, 
dated Angust 9, 1957 , a report made pursuant to section 708e of the 
Defense Production Act of 1950, as amended, has this to say: 


Hanna Coal & Ore Corp. Hanna is a newcomer to this field, attracted to 
nickel production by the expansion program. It produces a form,of ferronickel, 
and at present usable only by the steel industry. 


On January 16, 1953, two expansion contracts were entered with Hanna and 
its subsidiary, Hanna Nickel Smelting Co., covering the purchase and smelting 
of ore, and the delivery over a 9-year period of 125,.million pounds. of ferronickel 
at premium,prices. The contract with the subsidiary also called for capital 
advances of $22 million and advances of $3.75 million for working capital. 

‘ The gross value of these transactions are estimated at $112.5 million while 
probable ultimate net costs should run to almost $14 million. 

The Government not only entered imto+a contract for premium 
prices with Hanna Nickel but also gave them certificates of amortiza- 
tion and also loanéd money to them, did it not? 

Mr. Fuorre. Yes, sir; that is what my records show on that. 

Mr. THromAs. You mean all the Hanna Co. had was the desire? 

Mr. Yares. Apparently. 

Tell us about the contract, and why will the Government suffer a 
loss in the event it is canceled if you negotiate a cancellation of it. 

Mr. Pree. We have, really, three contracts with the Hanna people. 
One covers the mining of the ore for which we pay a price. The 
second one'is a refining contract with the Hanna Nickel Smelting Co. 
to refine the ore purchased under the mining contract, and we ‘have 
a third contract relating to the sale of the ore. 
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The price we pay under the smelting contract is essentially a cost 
contract with a ceiling on cost. 

Now, the cost includes the cost of the ore under the ore contract. 

Mr. Yarrs. You are required under the smelting contract to pur- 
chase all the ore from the Hanna subsidiary ; are you not? 

Mr. Pree. That is correct. 

Mr. Yarrs. At a certain price? 

Mr, Pre. Ata certain price; yes, sir. 

Mr. Yares. It is the same type you have with the Freeport Sulphur 
Co. under which you are required to purchase all the ore that Freeport 
uses in the plant that is going to be built by the Freeport Sulphur Co. 

Mr. Pixer. Except that the Freeport contract is in essence a “put” 
contract. The Harna contract is a firm contract. 

In other words, we automatically take title to it. 

Mr. Forte. We haye to buy it. 

Mr. Pixe: ‘The ferronickel that is produced. We use the Hanna 
companies to sell the ferronickel for us, and we reimburse Hanna to 
the extent of what is provided for in that contract. 

There is a ceiling on that cost. The rest of it goes back into the 
revolving fund, and we do adwanee the-capital to the Hanna Co. 

Now,, there is a provision in the contract whereby we can termi- 
nate this contract,at.an earlier date, but under that termination pro- 
vision we have to pay:a great amount of capital reimbursements for 
capital expenditure. 

Mr. Yares.. How much did the Hanna Co. invest in this property ? 

Mr. Pixe. I do not. recall the figure. 

Mr. Yarres. How much did the Government invest? 

Mr: Pree. $22 million. 

Mr. Yares. $22 million, plus its agreement to purchase a certain 
umount of ore, and I read the amount. a moment ago, at. these. pre- 
minum prices? 

Mr. Froerre. Yes, sir; we have actually sold it for more than the 
amount we paid for it up to this point, 

Mr. Yates. You haye sold the nickel? 

Mr. Prxe.. We sold the nickel. I do not know how much longer 
that can continue. 

Mr. Yares. You mean you sold it for more than you bought it for? 

How much did you pay for it? 

Mr. Fioure. These prices vary. We have tried to sell on a basis 
that will return us our cost. Actually, it has been a little higher. 

Mr. Yares. This involves the sale of nickel to private industry or 
to the stockpile? 

Mr. Frorre. To private industry. 

Mr. Yares. And private industry has paid more than 75 cents to 
$1.04 per pound for the nickel ? 

Mr. Forres. They have paid anywhere up to $1.15. It is now down 
to $1.05 or $1.06. 

Mr. Yates. What happens if you cancel it? What do you have to 
pay Hanna? 

Mr. Fuorrr. We have to pay or reimburse them for certain of their 
investments in the smelting plant, and also in the mining facilities. 

Mr. Yarrs. You do not know what that amount is at this time? 
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Mr, Fiorre. No, sir; I cannot say. 
Mr. Yares. Can you furnish that information for the record? 

Mr. Froere. Yes, sir. 

Mr. Yates. So, even if it is canceled, the Government will have a 
plant. 

Mr. Fioere. Yes, sir. 

(The information requested follows :) 


The Hanna nickel project at Riddle, Oreg., is covered by three contracts, which 
are briefly summarized below. As of December 31, 1957, the remaining com- 
mitment by the Government under thosec ontracts was $86,340,000. 


MINING CONTRACT 


Contract DMP-49 between the United States and Hanna Coal & Ore Corp., 
dated January 16, 1953. This contract provides that the contractor shall, at its 
own expense, open, develop, and equip a nickel mine in Douglas County, Orez., 
and sell to the Government therefrom the ore required for the operation of 
the smelter under contract DMP-50, a minimum of 99 million pounds of con- 
tained nickel and a maximum of 125 million pounds of contained nickel. The 
cost to the Government for such ore is based upon a price of 20 cents per pound 
of contained nickel for ore analyzing 1.5 percent contained nickel. 





SMELTING CONTRACT 


Contract DMP-—50 between the United States and Hanna Nickel Smelting Co., 
dated January 16, 1953. This contract provides for the construction by the con- 
tractor of a plant and the production therefrom of ferronickel from ore supplied 
under contract DMP-49. The plant has been built by the contractor through the 
use of capital advances from the Government now totaling $22,300,000 but which 
may eventually go as high as $22,875,000. In addition, the Government has 
made working advances. Working capital in the amount of $2,559,243 is now 
outstanding and may go as high as $3,750,000. The legal title to the plant is 
in the contractor, but the contractor has executed and delivered to the Govern- 
ment a mortgage covering the property. 

Under the contract the Government is to pay the contractor the cost of pro- 
ducing the ferronickel but not more than, at present, 75 cents a pound plus, 
with respect to the first 95 million pounds of contained nickel produced in the 
form of ferronickel, an amount (originally 28 cents a pound and now 2914 cents 
a pound) to be applied to amortize the principal and interest on advances made 
to the contractor. The contract terminates automatically on June 30, 1962, or 
when the contractor has delivered to the Government 125 million pounds of 
contained nickel in the form of salable ferronickel, whichever is earlier. Upon 
such a termination, the contractor has the option of conveying to the Government 
title to all of the smelting assets, including the land and buildings and other 
facilities, and thereby terminating its obligation with respect to any outstanding 
advances, or of retaining title to the plant upon the repayment to the Govern- 
ment of all unpaid capital advances and working capital advances (with accrued 
interest on each) plus a residual payment equal to 7% percent of the total capital 
advances, excluding advances for capital replacements. 





SALES AND GUARANTY CONTRACT 


Contract DMP-51 between the United States and Hanna Coal & Ore Corp., 
dated January 16, 1953. Under this contract the contractor acts as the selling 
agent for the ferronickel produced under the smelting contract, for which services 
it is to be compensated at the rate and in the manner customary in the trade. 
The contractor also becomes a surety for Hanna Nickel Smelting Co. in connec- 
tion with the expenditure of funds advanced to that company by the Government 
under contract DMP-—50. 


Mr. Yates. Will the plant be worth the amount the Government has 
invested in it? 

Mr. Fiorre. We have endeavored to get the Hanna Co. to purchase 
the plant from us; they have the right to purchase it at the end of the 
contract. We have tried to get them to purchase it ahead of that time. 
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Mr. Yates. Who owns he plant now? 
Mr. Fioere. The plant is Government-owned. 
Mr. Yates. You mean the Government owns the plant now! For 
$22 million the Government has taken title to the plant ? 
Mr. Meptey. I believe they own the plant. 
Mr. Prxe. I am not sure that title is in them or not. 
Mr. Yares. First, I want to find out about this Hanna contract. 
You do not know at this moment whether Hanna owns the plant or 
whether the Government owns the plant? 
Mr. Prxe. I am afraid I am not sure about that. 
r a Yares. Can you furnish us with that information at some later 
ate! 
Mr. Pree. Yes, sir. We will supply a complete statement on the 
Hanna contract. 
Res? Yares. Would you be surprised if the Government owned the 
ant - 
" Mr. Meptxy. Yes, sir. 
Mr. Froere. It is, I think, a capital advance to the Hanna Corp. 
gets Yates. Well, does the Government have the right to buy the 
plant 
Mr. Mep.ey. I do not recall those provisions of the contract. 
Mr. Yates. What protection does the Government have for its 
loan? Do you have a lien on the property ? 
Mr. Meptry. We would have a note from the Hanna Corp. and a 
lien on the plant. 
Mr. Yates. Does anyone know what protection you have? Do 
you just have an unsecured note of this subsidiary of the Hanna Corp. 
Mr. Meptey. If the Government does not own the property, I am 
certain that we have a secured note. 
Mr. Yates. Does not anyone know ? 
Mr. Meptey. We will find out about it, but I’m sure the Govern- 
ment’s advances are secured, 


GAO REPORT ON FREEPORT SULPHUR CONTRACT 


Mr. Yates. The reason I asked the question is that the GAO this 
year in its report to this committee indicates that for the plant that 
was built by Freeport Sulphur Co., Louisiana—a pilot plant for $3.5 
million—they want to know, and I think this committee would like 
to know, why the Government did not take title to that plant. The 
Government put up the money. 

Mr. Pree. That, in essence, was not a permanent type of plant. It 
was always contemplated that the plant would be dismantled at the 
end of that contract. 

Mr. Yates. Has the GAO made available to you its written criti- 
cism ¢ 

Mr. Pree. Yes, sir. 

Mr. Yares. I read for the record the report by the Comptroller 
General of the United States to this committee, dated December 1957 
at page 63 thereof: 
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GENERAL SERVICES ADMINISTRATION 
DEFENSE MATERIALS ACTIVITIES 


Vesting Title to Government Property and Contractor 


In a contract for the construction and operation of a pilot plant for testing 
the commercial technical feasibility of a new process for the production of nickel 
and cobalt from Cuban lateritic ores, GSA vested in the contractor title to the 
buildings, structures, and installations constructed at a cost to the Government 
of about $3.5 million, with provision for conveyance of title to the Government 
upon expiration, termination, or cancellation of the contract. This ultimate con- 
veyance was to be secured by the contractor’s delivery to the Government of a 
valid first and paramount mortgage lien upon the property. 

We asked GSA for an explanation of the unusual contract provisions which 
vested title to these facilities in the contractor, notwithstanding the fact that 
the Government had reimbursed the contractor for the costs involved. The 
GSA reply, however, furnished no explanation as to why title was vested in the 
contractor. Moreover, we learned that the required mortgage lien was not de- 
livered to the Government because the contractor was apparently reluctant to 
agree to any fixed amount being placed in the mortgage, as required by Louisiana 
State law, since there was no obligation on its part to repay the money paid 
by the Government for the facilities. 

In a report submitted to the Administrator, GSA, in May 1957, we stated 
that GSA had offered no good reason for transferring the title to the contractor. 
We also stated, in view of the inability of the parties to carry out the mortgage 
procedure called for by the contract, the contractor should have been requested 
to return title to the property involved when this inability became known, and 
we recommended that the Administrator take action to have title to the property 
conveyed to the Government. On October 16, 1957, GSA notified the contractor 
that the Government would make a written request for conveyance of the prop- 
erty not later than February 18. 1958, 1 month after the scheduled expiration 
of the contract. 


What happened to that ? 
Mr. Hourz, Mr. Fredell can talk to that point, Mr. Yates. Asa 


meus of fact, that date of February has been extended, I think, to 
ril. 


r. Yares. If it has been extended to April, I will go into that 
later. 


This $3.5 million plant—I shall read again from the Attorney Gen- 
eral’s report on page 32 about the Freeport Sulphur Co.: 


Although this company had operated Nicaro during the war years and had 
eontinued to furnish Nicaro with ore supplies from its Moa Bay, Cuba, deposits, 
it did not become an independent factor in the nickel production until 1954. In 
that year it entered a contract with GSA to construct and operate a pilot plant 
in Louisiana for the development of processes to recover nickel and cobalt metal 
from its Moa Bay lateritic ores. The Government was to receive nonexclusive, 
nontransferrable and royalty-free licenses—restricted to the use for national- 
defense production—to any resulting patents. Financing of the plant was to 
come from Government advances on the contract. 

At the same time GSA contracted with Freeport’s subsidiary, Nicaro Nickel 
Co., to purchase later production runs of the metals at plants to be built and 
financed by the latter in Cuba and Louisiana, if these new processes should be 
developed successfully. Under the contract the Government could purchase 75 
million pounds of nickel metal between January 1959 and June 1963 at market 
price, except that the first 15 million pounds would be sold at 15 cents per pound 
above market price to defray initial production expenses. The Government also 
had an option on an additional 75 million pounds during the same period. The 
contract was conditioned, however, upon Freeport’s determination from the pilot- 
plant data that the process developed was commercially and technically feasible 
and that a commercial-scale plant may be economically feasible. 

After a year’s operation of the pilot plant Freeport notified GSA that the 
process developed was commercially and technically feasible. However, it stated 
that operation of a full-scale plant was not economically feasible under the 
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market-price terms of the conditional production contract. After several months 


a sa negotiating revised terms a new production contract was entered on March 
, 1957. 


First, I want to ask about this pilot plant. What is the status of 
the pilot plant ? 

Mr. Frepeti. The pilot plant was constructed and operated and 
they proved up their process sufficient to go into a production plant. 

Mr. Yares. What happened to the pilot plant? You mean the 
pilot plant is evolving into a permanent production plant? 

Mr. Frepetu. No, sir. 

Mr. Yates. What do you mean, then? 

Mr, Frepeii. I mean that they are ready now to build a production 
plant based on that pilot-plant experience. 

Mr. Yates. What happens to the pilot plant? 

Mr. Frepex.. The pilot plant is still in being on the site, and nego- 
tiations are underway to dispose of it. 

Mr. Yates. To whom? 

Mr. Frepe.y. Freeport will probably buy some of it, and they have 
made an offer for part of it. 

Mr. Yates. Freeport has made an offer? 

Mr. Frepe... For a part of it; yes, sir. 

Mr. Yates. For how much? The Government has $3.5 million in 
this plant. How much will the Government get back ? 

Mr. Froere. I can give you a little history on it, but it is second- 
hand, 

The Freeport Sulphur people told me this: At the time this par- 
ticular contract was negotiated, they were strongly of the opinion— 
according to what they say—that no such plant was necessary, and 
that they were ready to go into full-scale production on this particu- 
lar process. However, GSA at that time decided they did not want to 
do it that way, and that they wanted a pilot plant. 

Mr. Yates. This was in 1954? 

Mr. Froere. Yes, sir; that is right. 

They, therefore, against the objections of Freeport, made the con- 
tract, and these facilities were built on Freeport land. So, I guess 
under the Louisiana law there could not be a mortgage of that char- 
acter and, so, the mortgage was not executed. 

Furthermore, as I understand it—and you correct me, Mr. Fredell, 
if I am wrong—it is largely a question of what salvage we can get 
out of this thing; is that correct? 

Mr. Frepe.u. That is correct. 

Mr. Friorre. And what that is, is very problematical. We are 
trying to make a deal with them, but we have not gotten it done yet. 

Mr. Yarrs. Freeport did not want this plant? 

Mr. Froere. No,sir. Mr. Williams told me that himself. 

Mr. Yares. The report. of the Attorney General is not based on 
fact, then; is it 

Mr. Froere. Well, that is what Williams has told me. 

Mr. Yates. Well, is anyone here who was with GSA at the time 
and helped negotiate the contract ? . 

Mr. Frenetu. That is correct. They wanted to go into a full-scale 
production plant, using a process which is generally known as the 
Chemico process. That process had been tried out and was being 
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worked on out at Salt Lake where they had been operating for some 
time without any success. 

Mr. Yates. Who required them to go ahead with the contract? 

Mr. Frepetit. The GSA did. 

Mr, Yares. Was this Mr. Mansure? 

Mr. Frepevi. He was Administrator at that time. 

Mr. Yates. Was he acting on his own, or was he required to do 
this for ODM, do you know ? 

Mr. Frepett. No, sir; I do not know. 

Mr. Yares. Well, as it stands now, the Government will probably 
lose its total investment except for its scrap value, will it not? 

Mr. Froere. From the way it looks. They bought recently, I 
think, some of the production of the plant. 

Mr. Freveii. They have proved out a process. 

Mr. Pixe. The Government at that time was unwilling to enter 
into a supply contract until it had been proven in a pilot-plant opera- 
tion of the nature that was constructed under this contract. 50- 
tons-a-day plant. 

They had previously piloted it on a 5-ton plant. The year of 
operation contemplated by that contract ended on October 18, 1956. 
The contract provided that it remain in a standby condition for 1 
more year, which has now been extended. 

Freeport Sulphur is now under that present contract, DMP 134, 
constructing a full-scale plant—a 50-million-pound plant. 

They are contemplating that they can use certain of the equipment 
and facilities out of this pilot plant, and we are negotiating with 
them as to what portion of it they can use. 

They have aiready purchased the cobalt and nickel that was 
produced at the pilot plant. 

Mr. Yates. They have purchased that? 

Mr. Prxe. Yes, sir; they have purchased that from the Government. 

Mr. Yates. At what price? 

Mr. Pree. If I recall, it was $1.15 a pound for the nickel, and $2 a 
pound for the cobalt. 


CUBAN AMERICAN /FREEPORT SULPHUR CO. CONTRACT 


Mr. Yates. Now, we come to the present contract which GSA has 
with Freeport Sulphur. This stockpile chart is classified, I suppose, 
and therefore I want to go off the record. 

(Discussion off the record) 

Referring to your chart on page 4, the chart entitled “Analysis of 
Government Exposure Under Active Raw Materials Contract,” you 
have a contract total there of 750 million pounds, approximately, 
that the Government has contracted for; is that correct ? 

Mr. Mepiey. Under the DPA account; yes, sir. 

Mr. Yates. That is correct? 

Mr. Meptey. Yes, sir. 

Mr. Yates. The Government has contracted for 750 million 
pounds? 

Mr. Meptey. Yes, sir. 

Mr. Yares. The production of Nicaro is not in that column; is it? 

Mr. Mepieyr. No, sir. 
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Mr. Yares. Nicaro produces what amount? 

Mr. Froere. 50 million pounds. 

Mr. Yates. A year? 

Mr. Fioers. A year, now. 

Mr. Yates. What was the necessity of entering into the contract 
= Freeport Sulphur, then? It is an incentive-type contract; is it 
not 

Mr. Froere. Yes, sir. 

Mr. Yates. Who was responsible for entering into it? Was it GSA 
or ODM? 

Mr. Froere. Well, the Defense Mobilization Board considered 
the whole subject of nickel and at that time it was felt that a further 
expansion of the productive goals were necessary and,. accordingly, 
they calculated that there should be as much as 144 million poun 
added to the annual capacity in the free world, and they authorized 
GSA to proceed with negotiations based on premium price contracts. 

Mr. Yates. Who was it who authorized GSA to do this? 

Mr. Fiorre. Well, directly, ODM, I assume, through the Defense 
Mobilization Board; is that right? 

Mr. Gray. It was a decision of the Director of ODM. I think he 
sought the advice of others. 

Mr. Yates. That is not quite accurate; is it, Mr. Gray ¢ 

Mr. Gray. I am sorry. 

Mr. Yates, That is all right. 

I show you a letter that you wrote me a short time ago, and your 
letter indicates the General Services Administration was prompted 
to do it. 

Off the record. 

(Discussion off the record.) 

ODM then instructed GSA to go ahead and enter into this contract ? 

Mr. Gray. I do not think there was such an instruction, May I 
say that all I can do—— 

Mr. Yates. How does GSA become activated, then? You do not 
do this on your own; do you? 

Mr. Fiorre. They determine the program. The initial determi- 
nation was that we needed 144 million pounds and they said, “You 
can enter into contracts based on a premium price.” Then, it was 
up to us to pick up the ball. 

Mr. Yates. Who do you mean by that? Do you mean ODM? 

Mr. Fuorte. Yes, sir; and it was up to us as the agent. 

Mr. Tuomas, They are the policymakers; are they not? 

Mr. Fuorre. Yes, sir. 

Mr. Yares. Did they give you a directive to go ahead with it? 

Mr. Froete. Yes, sir; in general terms, and we acted on that. 

Mr. Yates. Do you know the date of that directive? 

Mr. Fiorrs. It was in May 1956—about May 7—and the contract 
was completed in March 1957. 

Mr. Yates. This long-term stockpiling objective that we have dis- 
cussed off the. record was in existence at that time, and with the 
Nicaro production there would not have been any necessity for this 
contract in order to meet the stockpile objective; would there? 

I now have reference to the long-term stockpile objective. 

Mr. Fvoers. I think you will have to address that question to Mr. 
Gray. We did not decide that. 
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Mr. Gray. I think what we are talking about is the productive 
capacity rather than the stockpile objective, and as Mr. Floete has 
said, the Director of ODM, as I understand it, determined that there 
should be a certain quantity of productive capacity in the free world 
which was not necessarily related to the amount of materials that. we 
would have in the stockpile. 

The goal was set at this amount, and the GSA was notified and 
authorized to enter into contracts to achieve this goal, and that is 
what Mr. Floete proceeded to do. 

Mr. Tuomas. Is that really an accurate statement, Mr. Gray? The 
two problems of productive capacity and stockpiling must be practi- 
cally one and the same, because were it not true, private enterprise 
and the private market would have warranted the building of more 
productive capacity. 

Mr. Gray. No, Mr. Chairman. In reaching the stockpile objectives 
you proceed from what is required in a situation, and what productive 
capacity would be available to meet that requirement, and the prin- 
ciple is to stockpile the deficit which would exist. ; 

uring a period of time, I think, these nickel goals were raised 
several times on the basis of an increased requirement for nickel. Of 
course, the question of the supply of nickel today is quite a different 
thing than it was a year ago when nickel was in very short supply, and 
it seemed that everybody was worried about whether we had enough 
productive capacity to meet the requirement. 

However, now because of economic conditions, largely, I think the 
situation seems to have turned around and as of this moment it does 
not appear that the productive capacity which seemed necessary then 
is quite so compelling. 

Mr. Yates. The long-term stockpile objective for nickel, however, 
has been the same for the last 3 or 4 years, by the reports which this 
committee has received. 

Mr. Gray. T suppose that is so. 

Mr. Yares. Coupled with the fact that you talked about the free 
world having sufficient nickel production. ‘The chart indicates that all 
the nickel production is in the free world. 

Mr. Tuomas. No, no. 

Mr. Yates. The nickel production that we have contracts for is in 
the free world ? 

Mr. Hoxrz. That is right, but that is a different thing. 

Mr. Yates. Where else is nickel produced besides in Canada? 

Mr. Fiorre. New Caledonia is one large source. 

Mr. Meptry. Also, Mr. Yates, in connection with that table on con- 
tracts, the 750 million pounds is not an annual figure. That is a 
total figure. 

Mr. Yates. That is total? 

Mr. Meptey. Yes, sir. 

Mr. Yates. I am talking about long-term stockpile objective. Is 
that what you are talking about? 

Mr. Fuoere. But, Mr. Yates, under the Defense Production Act 
ODM is specifically authorized to increase productivé capacity quite 
apart from the stockpile, and that is what was being done in this case. 

Mr. Yates. All right; then. Let us go on to the next step on this 
contract. I am trying to find out why—— 
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Mr. Jonas. Off the record. 

(Discussion off the record) 

Mr. Yares. The Attorney General’s report, to which I referred on 
page 37, says this: 


During the course of the expansion program, five applications for expansion 
contracts were turned down. Two applications were received from Inco, cov- 
ering development of its Venezuelan and Moak Lake, Canada, holdings, while 
Falconbridge submitted a proposal with respect to its Brazilian properties. The 
others were from firms outside the nickel industry—Bethlehem Steel Co. and 
North Rankin Nickel Mines, Ltd., a smiall Canadian mining company. 


Then, skipping over one paragraph to the third paragraph, I read 
as follows: 


The denial of the Bethelem Steel’s proposal was the subject of a congressional 
inquiry— 


and there is a footnote which refers to hearings before the Joint. Com- 
mittee on Defense Production— 


and warrants more extended consideration. After July 18, 1956, this company 
submitted several variations of a proposal to construct a nickel plant in Cuba 
to produce up to 70 million pounds annually. Included in the plan was the 
organization of a Cuban corporation whose operations would not be subject 
to United States taxes. To finance construction, Bethelem proposed a direct 
loan from the BExport-Import Bank or some other Government agency. 


Does the Freeport Sulphur Co. pay taxes on its operations in Cuba? 

Mr. Fioere. They have a tax agreement. I do not know the extent 
of the taxes they pay. They have a peculiar law that gives them some 
exemption for the first 10 years. 

Mr. Yates. Do they pay any taxes in the United States? 

Mr. Fiorre. They pay taxes on their income coming into the United 
States. 

Mr. Yares. Resuming the quotation from the Attorney General’s 
report : 

However, the loan would be made to its Cuban subsidiary and Bethlehem 
would not be liable for repayment. 

It was proposed that the Cuban company would devote the entire net revenue 
of its operation to the repayment of the loan and that Bethlehem would transfer 
to the Cuban company approximately $10 million worth of existing facilities lo- 


cated on the property and 50 million tons of nickel-contained ore on a royalty- 
free basis, plus the use of the special Bethlehem recovery process at no charge. 


Mr. Yares. This 50 million tons of nickel-contained ore was security 
for that contract; is that correct, M. Floete? 

Mr. Fiorre. That is my recollection. 

Mr. Yares. Resuming the quotation: 


In addition, the Bethlehem Co. agreed to pledge all of the stock of the Cuban 
company to secure repayment of the loan. 

Bethlehem asked for no tender rights on any portion of its nickel or cobalt 
production. However, the Government was to have the option to purchase 50 
percent of the nickel produced annually at 10 percent below the market, until 
such time as the loan had been fully repaid. 


Mr. Froere. There was one amendment, to this effect: “But not less 
than the cost of mining, producing and transportation.” 

Mr. Yates. All right. We will accept that. I was just reading the 
Attorney General’s report. 

On November 8, 1956, Bethlehem Steel was notified that its proposal, based on 


a direct Government loan, was refused. On the same date ODM publicly ruled 
out recourse to direct Government loans, reaffirming its previous decision to 
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utilize only rapid tax amortization and Government-purchase contracts as in- 
centives for expansion of nickel facilities. Although some discussion of various 
proposals was continued for a few months, it is now believed that Bethlehem 
has decided not to undertake this development in the near future. 

In contrast to that, the contract, No. DMP 134, was entered into 
between the United States of America and the Cuban American Nickel 
Jo. on March 8, 1957. 

Mr. Frorre. Yes, sir. 

Mr. Yates. Well, this contract supersedes and replaces the letter 
agreement of March 8 because this contract is dated July 19, 1957. 

Mr. Fioere. It was effective from March 8. 

Mr. Yates. Under the terms of this contract the Cuban American 
Nickel Co., which is a subsidiary of Freeport Sulphur, received a 
tax-amortization certificate in the amount of 80 percent of $30 million 
which was the amount of its application for the construction of a 
smelting plant in Louisiana, and also another subsidiary mining com- 
pany received 80 percent of a tax-amortization certificate for 80 per- 
cent of its application for $65 million. 

Both of these were issued on May 6, 1957. 

What does that tax-amortization certificate entitle them to, Mr. 
Floete? Can you tell us? 

Can someone here explain the operation of that tax-amortization 
certificate ? 

Mr. Gray. This is the same as any tax-amortization certificate, Mr. 
Yates, which would enable the company to depreciate that portion of 
its plant which they had build as a result of getting a certificate over 
a 5-year period rather than over the normal depreciation period. 

Mr. Yates. And, which is a distinct advantage to the company : 
is it not? 

Mr. Gray. Well, I think it is an inducement. I think the program 
has been an inducement to companies to build facilities and a great 
many were built under the rapid amortization certificates. 

Mr. Tuomas. It does not hurt them. 

Mr. Yates. I know it does not hurt them. 

Mr. Gray. No, sir; I would not think so. 

Mr. Yates. I now read from page 34 of the Attorney General’s 
report : 


This contract, while an improvement over some of Freeport’s proposals— 


and then there is a footnote, and it says that the Freeport initial pro- 
posal called for a nickel price to the Government of 90 cents a pound, 
plus escalation on operating costs— 


still represented a less advantageous bargain for the Government than the 
preceding contract. Until June 30, 1965, Freeport could tender its entire mini- 
mum output between 1959 and that date of 271 million pounds of nickel at a 
flat price of 74 cents a pound. On its part the Government could call for up 
to 30 percent of production during each half year, payable at the current market 
price or 74 cents, whichever is higher. The agreement was based upon issuance 
of tax-amortization certificates covering 80 percent of the facilities to be con- 
structed. ‘ 

The gross value of these transactions entered with Freeport Sulphur has 
been set at $206,790,000. However, ultimate net loss to the Government is not 
expected to exceed much more than $6 million. 


I got the impression yesterday, Mr. Floete, when you testified, that 
there was a fixed price of 74 cents a pound. 
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Mr. Fiorrs. For any put rights. 

Mr. Yarves. For the tender rights? 

Mr. Froere. Yes, sir; but those rights are different. 

Mr. Yares. Those rights are the market price wherever the Gov- 
ernment wants to exercise its right up to 30 percent of the produc- 
tion, and you have to pay the market price, whatever the market 
price may be’ 

Mr. Fioere. Or 74 cents, whichever is higher. 

Mr. Yates. Whichever is higher? 

Mr. Fiorre. That is correct. 

Mr. Yates. Article V of the contract, I thought, was of interest 
because of the discussion that Mr. Thomas had with Mr. Floete yester- 
day about the price which the Government has to pay for the ore which 
it purchases from Freeport Sulphur Co. I think Mr. Floete agreed 
it was rather an exorbitant price and that you were still trying to 
cut it down. . 

Mr. Friorrse. Again, that is Nicaro. 

Mr. Yates. That is true. 

What is the price of that ore? 

Mr. Fioere. $1.70 a ton. 

Mr. Yarss. Article V of this contract says that all metals de- 
livered hereunder shall be derived exclusively from Cuban ores mined 
in the Moa Bay region of Cuba which were owned or controlled by 
one or more subsidiaries of Freeport. 

The nickel that is smelted and fabricated under this contract can 
be manufactured only from the ores that another subsidiary of Free- 
port owns? 

Mr. Froere. Yes, sir; but that was to prevent their shipping in 
something from some other source. We wanted to get the production 
out of that particular mine at that particular place. 

Mr. Yates. Well, that is the picture which I thought should be 
laced on the record, as a result of some experience which we have 
1ad before the Small Business Committee subcommittee, of which I 
am chairman. 

Mr. Tuomas. I think that clarifies the record; that is good work. 

Mr. Yates. Why should the Government enter into an incentive- 
type contract at this particular time? I am inclined, speaking per- 
sonally, to agree with Mr. Floete that, had they gotten the facts 
as we have seen them, and as they have been presented in the Attor- 
ney General’s report, and as he pointed out, that the Bethlehem 
Steel Co. would have been a much better contract for the Govern- 
ment, and I wonder whether or not Mr. Floete wants to comment, 
or Mr. Gray, as to whether or not a Government-loan contract rather 
than the incentive contract should have been approved. 

Mr. Gray. Any comment, Mr. Yates, I can make, is based entirely 
on hearsay because I really do not know. However, I would say 
that the encouragement throughout, or since the days of the Korean 
war, when the Government was concerned about the expansion of 
productive capacity in various fields, there were incentives which 
were used, including rapid amortization, purchase contracts, and 
guaranteed loans. 

As has been demonstrated in the record, I think the Director of 
ODM, after consulting the Defense Mobilization Board—which, of 
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course, is only advisory to him—indicated the policy of inducing 
nickel expansion without the use of guaranteed loans. That is what 
the ae shows. 

Mr. Yates. Was there a reason given as to why tax amortization 
certificates were considered to be more advantageous to the Govern- 
ment than guaranteed loans? 

Mr. Gray. I do not know what the reason was; no, sir. 

Let. me point out—as you are, I think, reading from the Attorney 
General’s report—that there are indications in certain of these agree- 
ments which were contingent on the issuance of rapid amortization 
certificates which were certificates earlier made, and they were finally 
issued in May by simply a rearrangement of earlier certifications. 
However, clearly, this was to be one factor in the situation which 
related to the construction of these facilities by the Freeport Sulphur 
Co 


Mr. Yares. There is one other point in regard to Niearo in an- 
other letter which I showed you, Mr. Gray. 

Mr. Gray. I have not had an opportunity to read it thoroughly. 

Mr. Yates. The question which comes to my mind in this: 

Mr. Floete indicated yesterday that he felt that his hands were tied 
because he could negotiate only with one person in connection with 
the nickel expansion program, inasmuch as ODM had deprived him of 
the possibility of negotiating any kind of a contract with Bethlehem 
Steel. It left only Freeport Sulphur to deal with. 

Mr. Gray. That may be true, but I do not know that he was de- 
prived of having anyone else to negotiate with. 

Mr. Yates. There was nobody else in the field, and this is what 
happened as a practical matter. 

Mr. Gray. The Attorney General’s report which you read pointed 
out that there were several interested people. I did not know that 
there were five, myself. 

Mr. Yates. Not for this particular program. 

Mr. Gray. I see. 

Mr. Yares. I will read from the Attorney General’s report. 

Mr. Mirus. I think the Attorney General omitted one of the com- 
panies—Eastern Smelting Co. 

Mr. Yates. I will read the paragraph which I did not read before, 
and if I have not included some part of this report. that should be in 
the record, I had just as soon someone else would offer it, but the 
paragraph I did not read is as follows: 


The Falconbridge, North Rankin, and Inco Venezuelan proposals were denied 
after a determination by GSA that the costs of production would be too high. 
Inco’s Moak Lake proposal was denied because it was believed that the company 
could proceed with project without financial assistance from this Government. 
Inco has since gone ahead with the development of Moak Lake independently. 
North Rankin has constructed independently a small nickel plant. 


Mr. Muius. That omits the company. 


Mr. Yates. Perhaps you should put a memorandum in the record 
at this point. 


(The memorandum is as follows:) 





In addition to the negotiations referred to in the Attorney General’s report of 
August 9, 1957, pursuant to section 708 (e) of the Defense Production Act of 1950, 
as amended, GSA discussed proposals for the expansion of productive capacity 
for nickel with the following companies: 
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Sherritt-Gordon Mines, Ltd. 
Washington Steel Co. 

Arcadia Nickel Co. 

Newmont Mining Co. 
Southwestern Engineering Co. 
New Manitoba Gold Mines, Ltd. 
Fano Mining & Exploration Co. 
Eastern Mining & Smelting Co. 

Its discussions did not lead to any proposals that were acceptable to GSA. 
Arcadia Nickel Co. did propose a nickel contract with a price of $1.35 a pound. 
In addition, on February 1, 1957, Bethlehem Steel Co. submitted to GSA a 
separate proposal that involved the construction of a 4% million-pound-a-year 
plant without a Government loan. That proposal involved the right to put nickel 
to the Government at $1.25 a pound and cobalt at $1.95 a pound. That proposal 
was not acceptable to GSA. 

Mr. Jonas. I think the record shows that the only way you could 
say that Mr. Floete was restricted to dealmg only with Freeport 
Sulphur was because Bethlehem voluntarily refused to entertain an 
incentive-type contract. 

Mr. Yares. Is that correct, Mr. Floete ? 

Mr. Frorre. I think so. 

Mr. Jonas. I do not think it would be fair to say that the ODM 
limited the right of GSA to deal with only company. 

Mr. Frorre. Here is what Bethlehem said on this subject: They 
stated that if a contract were to be entered into on the basis of a 
guaranteed price by the Government on all nickel produced over the 
5-year period, the guaranteed price would have to be at least $1.50 per 
pound escalated on the plant’s unit, labor, and materials cost. 

I would like to explain one thing that I think is correct with refer- 
ence to this tax amortization: You see, our contract with them pro- 
vides that the contract will terminate, among other things, when the 
cash return to the company reaches $98,121,000. The term “cash re- 
turn” means net profit, plus all noncash expenses such as depreciation, 
depletion, and rapid tax amortization. 

Rs, to the extent that they got rapid tax amortization, the cash 
return of $98 million will be reached quicker. This, in turn, will speed 
up the termination date of the contract, and therefore the rapid tax 
amortization will help the Government in this phase of the contract. 

So, it reduces our liability to that extent to purchase. 

Mr. Tuomas. It reduces their liability, too. 

Mr. Froere. No, sir; it makes quite a difference. 

Mr. Meptey. I think that it is important, Mr. Yates, for the com- 
mittee to recognize this cash-return figure is in this contract because 
it was one that was not included in previous nickel expansion-type 
contracts. This definitely limits the cash flow and it provides an addi- 
tional safeguard against. the company making exorbitant profits at the 
expense of the Government. 


NICARO NICKEL PLANT 


Mr. Yares. Now, we come to Nicaro, which I think should be coy- 
ered, and I read from page 32 of the Attorney General’s report. 

One paragraph says: 

Although some of these research efforts have yet te show any tangible success, 


the basic expansion and operation of Nicaro to date has been extremely success- 
ful. Reactivated in 1952 at an annual capacity of 30 million pounds, it has 
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now attained a capacity of 50 million pounds. More important, it is estimated 
that production in the last half of 1957 will run close to capacity. Further, 
these operations have been run at a profit. Although the gross value of all 
the contracts entered has mounted to almost $127 million, it is believed that these 
transactions, on the basis of present costs and prices, will result in no probable 
ultimate net cost. 

Mr. THomas. You mean net loss? 

Mr. Yares. The report says “net cost.” 

I wonder about the sale of Nicaro at this time. Are there any com- 
petitors to Freeport Sulphur in the field in view of the provision of 
the law which provides that you cannot sell a Government plant where 
it will create a monopoly. 

Am I correct in my assumption on that provision of the law? I re- 
member that this is one of the things we came into contact with when 
we sold the Government rubber plants. There was a clause in that 
law, to those selling it, I think Rubber Producing Facilities Disposal 
Commission at that time, against selling to a company where such 
sale would create a monopoly. 

Obviously under that situation I would think you couldn’t sell this 
type of a sleiet to Inco, if that provision is in the law, because I think 
it 1s generally accepted that International Nickel is a monopoly in the 
field. That leaves who else to compete with Freeport Sulphur for the 
purchase of this plant? 

Mr, F1oere. I think there would be several. 

ee Yates. Do you have several prospective purchasers for the 

ant 
re Mr. Froere. I think there will be. National Lead I know is inter- 
ested, Freeport Sulphur is interested, Union Carbide is interested, I 
think Bethlehem Steel has some interest. 

There are various combinations of smaller companies that are evinc- 
ing a great deal of interest. We would have to go to the Justice De- 
partment to get clearance under the Antitrust Act. 

Mr. Yates. That is the point I referred to. 

Mr. Froere. We would have to. They are putting up this new 
plant for 50 million pounds annually. If they should acquire Nicaro, 
they would have another 50 million pounds. I think Inco’s produc- 
tion at the present time is over 300 million. Whether Justice Depart. 
ment would regard Freeport as in a monopolistic position I don’t 
know. 

Mr. Yates. Was the sale of Nicaro your idea? 

Mr. Frorte. I won’t say it is all mine. I think we all felt we ought 
to get the Government out of the business if there was any good way 
of doing it. 

Mr. Yates. Because it is making a profit ? 

Mr. Froere. No, because I don’t think the Government should be in 
that type of business. I don’t think it was established for that pur- 
pose. It was only a Defense measure when it was established. Now 
we are in the commercial business. We have been selling to all the 
commercial people. It hasn’t been going directly to the Defense 
Department at all. 

a Yates. Will the Government take a loss on the sale of this 

lant ? 
: Mr. Froere. I don’t know. At the prem moment I don’t think 
it is a very propitious time to get a full price. We have felt all the 
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time the earnings justified a price of our depreciated investment, 
which is about $75 million. I think a year ago there wouldn’t have 
been any question. The demand for nickel was terrific a year ago. 

Mr. Vives If that be true, shouldn’t you take it off the market 
until you can get that price? 

Mr. F oer. It isn’t really on the market since it hasn’t been ad- 
vertised. I must say we have a lot of problems with it now. I don’t 
know just which way to turn. 

Mr. Yares. Is the Attorney General’s statement correct that you 
are making a profit on the operation of Nicaro? 

Mr, Fioere. Yes. 

Mr. Yates. What are the problems? 


NICARO PROBLEMS 


Mr. Fiorrz. The problems are: The present economic situation; 
(2) the contract that we have with Freeport for ore, which is exorbi- 
tant, in my mind, and most everybody else’s, and which we have not 
been able to negotiate downward to a satisfactory point; (3) the tax 
agreements with the Cuban Government, which our Government en- 
Joys, and which are an important factor to a purchaser. 

Mr. Yates, The question is raised as to whether or not the Gov- 
ernment must buy all the ore that goes into Nicaro from Freeport. 

Mr. Froere. No. The contract provides that we must buy one- 
third, or we must purchase one-third of the total amount required 
for the original 30 million pounds production. 

Mr. Yates. How long does this contract have to run? 

Mr. Frorre. Ten years more. We have acquired approximately 
30 million tons of ore in the vicinity of the Freeport deposit. We 
expect to start using it within the next 60 days. 

fr. Yates. Do you not have to buy from Freeport, really, as a 
practical matter, because of the proximity of the ore? 

Mr, Fiorre. At the moment, we do. As I say, we will start using 
our own ore in about 60 to 90 days. 

Mr. Tuomas. But you also have to buy one-third of the amount 
of that 30 million plant capacity. Is it one-third or one-half? 

Mr. Frorre. One-third. 

Mr. THomas. You always have to buy that from them? 

Mr. Friorre. That is correct. That will reduce the total a lot. 

Mr. Tromas. Have they reduced the exact price of the ore? 

Mr. Frorrs. Their last proposal did suggest about a 10-percent, 
as I recall the percentage figures, reduction, but there were other ele- 
ments of their proposal that were completely unsatisfactory. They 
would have tied us up completely. We can cancel the present contract. 

Mr. Tuomas. How much are you paying? 

Mr. Fiorere. We paid them about $4 million last year. 

Mr. Tuomas. You are using Government-owned ore, or is it all 
from Freeport ? 

Mr. Frorre. In about 60 to 90 days we will start using our own. 

Mr. Tuomas. How many years has this been going on now? 

Mr. Frorre. Six years. 

Mr. Tuomas. When did we build this plant? Was it 1939? 

Mr. Fioere. 1942. 
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Mr. Tuomas. We paid them how much per ton in 1942? 

Mr. Froere. At that time they didn’t get anything, did they ? 

Mr. Yates. They operated the plant at that time. They were the 
lessees. 

. Mr. Mepiry, We have had it since the plant was reactivated. 

Mr. Tuomas. What arrangements did we have with them in World 
War II? They ran the plant. 

Mr. Meptey. They ran the plant for the RFC. 

Mr. Tuomas. We paid them an operating fee? 

Mr. Mepiey. I think we paid them an operating fee, plus ore 
royalties. 

Mr. Tomas. What were the ore royalties? 

Mr. Meptey. I don’t have those figures now. 

Mr. Tuomas. Can you get those figures ? 

Mr. Meptey. We willtry. We will try hard. 

Mr. Douerry. Mr. Medley, the 1942 figures are not available. Those 
files of the RFC have been destroyed. 

Mr. Meptey. I can tell you what we paid them recently. 

Mr. Tuomas. We want to know what you paid them under RFC. 
Does anybody know? 

Mr. Frorrte. It is my recollection we didn’t pay them. 

Mr. Tuomas. You paid an operating fee and bought the ore from 
them. You paid for the plant. 

Mr. Frorere. We are not sure. We have a different opinion. 

Mr. Tuomas. What is the gentleman’s opinion ? 

Mr. Frorre. He thinks we did pay them. My recollection is that we 
didn’t. pay for the ore at that time. 

Mr. orig They didn’t give it to us. 

Mr. Fiorre. There was some peculiar deal. 

Mr. Tuomas. We paid for the ore and paid them an operating fee. 

Mr. Fioets. I am not so sure of that. 

Mr. Tuomas. That is where the easy money was. They made the 
easy money in selling you the ore and for the operating fee. 

Mr. Froere. That was during the war. 

Mr. Tuomas. How did we get the ore? 

Mr. Frepeti. They furnished the ores and they were to have been 
paid for, had there been a profit on the operation. There was no 
profit on the operation. 

Mr. Tuomas. I didn’t think Jesse Jones would let them charge $1.50 
or $1.60 a ton for that ore. 


PROPOSED SALE OF NICARO PLANT 


Mr. Yares. Mr. Floete, as a good businessman, are you in favor of 
selling the plant at this time? 

Mr. Froere. I think it is a very poor time to sell it. 

Mr. Yates. Why don’t you take it off the market? 

Mr. Froere. We haven’t put it on. 

Mr. Yates. I have one more question with respect to this letter. I 
read from the letter than Hon. Gordon Gray, Director of the Office of 
Defense Mobilization, wrote December 23. He said: 
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Recently undertaken expansions in nickel production in Cuba and Canada are 
on a relatively small scale in the United States and give assurance of adequate 
supply by 1960 or 1961. These developments in nickel-production capacity, to- 
gether with the general policy against operation of industrial plant by the 
Government, prompted the GSA to undertake, with my approval and that of 
the Secretary of Defense, to sell or lease the Nicaro plant. 

Mr. Gray. Would you read the date of that ? 

Mr. Yatrs. December 23. 

Mr. Gray. This is at a time when conditions for nickel were 
different. 

Mr. Yates. Was it different 2 months ago? 

Mr. Froere. It really was. We had no trouble in selling our nickel 
until November, at least ; not the slightest. We could sell every pound 
we could make. 

Mr. Yares. If there has been a change, why don’t you take the 
plant off the market ? 

Mr. Gray. As Mr. Floete has said, he has been talking with people 
about the possibility of sale or lease. I would suppose, as a good 
businessman, knowing Mr. Floete as I do, he is not going to enter 
into any disadvantageous sale or lease to the Government. 

Mr. Yates. Do you have any pressure on you to sell this plant by 
the White House or other Government agency ? 

Mr. Froete. No. 

Mr. Yates. It is entirely up to you? 

Mr. Fioere. It is my ie a 

Mr. Tuomas. You had better get congressional authority to sell it; 
and let’s get rid of this last vestige of Treasury authorization, and 
by that I mean authority to buy and sell. You are too good and too 
wise a man to take that on your own. You have an Armed Services 
Committee directly interested in it. You have a Public Works Com- 
mittee that is directly interested in it. Perhaps, as a last resort, you 
might come here. 


ROYALTY PAYMENTS TO FREEPORT SULPHUR CO. 


Mr. Medley, at this point in the record insert a table showing the 
price per ton and the dollar amount per year you have paid the 
Freeport Sulphur Co. for royalty for this ore for the last 10 years. 
Has it been 10 years? It is about 8 years. When did you reac- 
tivate it ? 

Mr. Meptry. The last 6 years, January 1, 1952, through December 
5, 1957. 

Mr. THomas. Was it activated in 1950 or 1951? 

Mr. Mepiey. It started in operation about the 1st of January 1952. 

(The requested material follows :) 
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Royalty payments to Freeport Sulphur Co. 














Average royalty 
Period Total royalty 
Per pound Per ton of 
of nickel ore used ! 
‘ produced 
| 
Cents | 
IES BOD on nn ndaecesvosairecercuncsnare= $2, 019, 276. 91 6.4 $1. 34 
I Ro a eh id EL aS hdd bode 1, 884, 447. 27 6.7 1.41 
Ta ll i ll ones a dane 2, 081, 599. 48 oe 1.49 
Fiscal year 1956__- 2, 210, 762. 09 7.1 1.49 
Fiscal year 1957_......... 2, 751, 711.48 7.7 1. 62 
I nn ee ancaaeoeth 2, 102, 3382. 45 8.5 1.78 
RS aaa wn vnn op ning Gn eanetdere<nstapemiied 13, 050, 129. 68 | 7.2 1.51 





1 The average recovery of nickel contained in this ore (approximately 28 pounds per ton) has been approxi" 
mately 75 percent, or 21 pounds per ton. Therefore, the calculated average cost per ton of ore is as shown 
in the table above. 


AMENDMENTS TO ALUMINUM CONTRACTS 


Mr. Yates. I have some additional questions that I would like to 
ask about the aluminum contracts. First, what is the amount of 
aluminum placed in the stockpile by the producing companies under 
the contracts for expanded facilities ? 

Mr. Mepiry. That is a hard question to answer precisely without a 
detailed analysis of the aluminum-inventory accounts in both the 
stockpile and the DPA. As of December 31, 1957, total deliveries 
under the expansion contracts are approximately 709,000 tons. As 
of the same date, there remains approximately 208,000 tons in the 
DPA inventory account, so that approximately 500,000 tons of alumi- 
num. have been placed in the susckrile as a result of production from 
the new facilities. 

Mr. Yates. What is the amount of money paid for the “put” metal ? 

Mr. Mepitey. As of December 31, 1957, GSA had paid $101,785,000 
to the producing companies for metal “put” to the Government. 
These payments cover a total of 417,200,000 pounds of such metal 
shipped to the Government: In addition to the payments made to the 
a ucers, GSA incurred costs for transportation of approximately 

3,900,000 with respect to such metal. 

Mr. Yates. How is the published price determined? What prices 
have been paid—dates and amounts of increases ? 

Mr. Merptey. Published prices are determined through public an- 
nouncements made by the individual primary producers. 

The prices paid by the Government for aluminum delivered with 
respect to production prior to April 1, 1957, have been the contrac- 
tor’s published prices in effect at the time of delivery. The prices 
paid by the Government from April 1, 1957, have been the lower of 
(1) the prices in effect at the time of delivery or (2) the prices in 
effect at the end of the earliest prior consecutive month with respect 
to which the producer was entitled to tender such quantity of metal. 
We will insert in the record a schedule of base prices of aluminum 
from January 1, 1949. 

Mr. Yares. Is any investigation done to establish that the Govern- 
ment does not pay more than published price? Have they ever found 
the companies to sell below pubtidhed price? 
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Mr. Meptey. Under GSA procedures, materials are inspected and 
+ epg amounts are verified against the producer’s published price- 

ists. 

During the course of our audits, GSA examined the contractors’ 
records relating to sales of pig, ingot, and billet to nonintegrated 
users made in accordance with the provisions of the contracts. We 
did not make detailed audits of the transactions, but we did examine 
or test their accounting records and other supporting evidence in 
order to determine that such sales were invoiced at the contractor’s 
published price at the time of delivery. 

During our examinations we found no evidence to indicate that 
sales to nonintegrated users were made at a price other than the pro- 
ducer’s published price for the applicable grade, form, size, and quan- 
tity of aluminum. 

Mr. Yates. What was the consideration, if any, for new contracts 
with the producing companies? 

Mr. Meptry. I assume this question applies to the contract amend- 
ments executed with the suppliers in September 1957. 

The principal consideration was the mutual resolution of certain 
differences arising out of the interpretation of the original contracts. 

Mr. Yares. What guaranty, if any, to protect the Government 
against imports? 

Mr. Mep.ry. The amendments provide for deducting the quantities 
contracted for importation from the “put” rights. Each of those 
deductions will be increased by the amount of additional imports. 

Mr. Yates. Was any action taken against utilization of scrap or 
scrap primary metals from either entering the stockpile or for being 
utilized in similar fashion to the Canadian imports? 

Mr. Mepiey. The amendments do not provide for deductions from 
“put” rights with respect to scrap acquisitions on the theory that the 
producers have historically provided for such scrap for use within 
the system. Furthermore, we found that the historical pattern of 
purchases of scrap has not been disproportionately increased during 
the production period of the supply contracts. However, the con- 
tractors fully understand that, if for any reason the purchase pattern 
for scrap should increase disproportionately, the whole matter will be 
reopened. 

Mr. Yares. In view of the renegotiated contract between Alcoa 
and Aluminium, what protection is there for the Government on 
the import contract? 

Mr. Mepizey. The reduction for imports represents the amount con- 
tracted for delivery—at the time of negotiations on amendments—from 
Alean during the remaining production periods under the supply 
contracts. The result is that exposure to the Government may not 
be increased by reason of deferring shipments of imports. However, 
the exposure would be reduced in the event Alcoa enters into other 
agreements for the purchase of primary aluminum from either foreign 
or domestic sources. 

Mr. Yates. Is Uncle Sam subsidizing the Canadian imports? 

Mr. Meptey. No. 

Mr. Yates What price is being paid by the Alcoa and Kaiser to 
Aluminum (Canadian firm) under the long-term contract? 

Mr. Mep.iey. Copies of the two contracts furnished to GSA provide 
for payment at United States market prices on date of delivery. 
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Mr. Yates. Is there a windfall due to the difference between the 
imported price and the American published price? 

Mr. Mepiey. On the basis of payment at United States market 
prices on date of delivery, there would be no windfall. 

Mr. Yares. What is the percentage of deduction for deducting the 
imports from the new production? Is it based on the production of 
the expansion plants? Or is it based on the surplus of the expansion 
plants? Which of the two is better for the Government? 

Mr. Mepiey. At least the full amount of imports is deducted. 
However, the deduction is not expressed in terms of percentages but as 
a deduction of fixed amounts by way of limitation of “put” rights. 

The deduction is applied to the production from the contract. facil- 
ities but is expressed as a deduction of a fixed amount rather than 
a percentage deduction. 

The deduction is not based on the surplus of the expansion plants. 
A deduction of actual imports, applied as outlined in this manner, 
would have enabled the companies to increase the Government’s ex- 
posure under present conditions through the device of deferring 
actual importations until after the completion of the put rights to 
the Government. It is the opinion of GSA that the method adopted 
in the recent amendments is demonstrating to be better for the Gov- 
ernment than such an alternative method. 

(GSA supplied the following information: ) 


Base prices of primary aluminum pig, Jan. 1, 1949—Dec. 31, 1957 
[Prices per pound] 








iT | 





| Alcoa | Kaiser Reynolds || | Alcoa Kaiser | Reynolds 
tl } } 

Jan, 1,1949..._..__| $0.160 |  $0.160 $0. 160 || Jan. 10, 1965.__..__|______._- aca $0, 215 
May 22, 1950__._.__ CMS 4552. 22D OR TOR TBI. JS ii Sb as shat. 
May 23, 1950_. Et . 165 || Jan. 13, 1955__..... | $0,215 |._... 99e<l-perbaees 
May 25, 1950 . 165 : -. || Aug. 1, 1955_- . 225 , vf 
Sept. 25, 1950.2. -.| .180 Seeceh sl AUB. 81068. nce. , 225 |... 
Sept. 28, 1950....__|____- y  $ omp ee sal oc... tL wed . 225 
Sept. 29, 1950. _____ EO Ws a . 180 || Mar. 26, 1956____- LSP se 52 OS 4 
Aug; 4, 1952.._...._/ . 190 ae onl i Mar, 29, 1956____. __| I Dk ee oie 4 
Aug. 22, 1952...____|- -190 || Apr. 9, 1956.7] [T940 
Jan, 23, 1953_...... 195 195 | .195 || Aug. 10, 1956... ....| Piel uci: bt 52 
July 15, 1953_....__| , 200 eee 1 ni balertenere 4° Grete 
July 20, 1953__---_-|.__- . 200 .200 |! Aug. 13, 1956___- --| Bindi weis tes 250 
Aug. 5, 1954__..._- Shani cniace- po Ua ae oeticeen aM Re DN as cece . 260 | . 260 | , 260 
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STATUS OF THE STOCKPILE PROGRAM 


Mr. Evins. In summary fashion, Mr. Gray, when was this ODM 
program initiated ? 

Mr. Gray. The initial expansion program ? 

Mr. Evrys. I am speaking about the stockpile, or strategic and 
critical materials program. 

Mr. Gray. The Strategic Stockpile Act was passed in 1946, and al- 
though I think that in the early years not much was done under it, 
there was not much money atte it has been going on since that 
time. 

Mr. Evins. How much has been appropriated to date under the 
stockpile program, in round figures? 
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Mr. Mepiry. Available for obligation $6,415 million. Obligated 
oh2 billion. Unobligated balance, $205 million. Expenditures, $6 

illion. 

Mr. Evtns. $614 has been appropriated to date in the stockpile pro- 
gram, in round figures? 

Mr. Meptey. Yes, appropriations plus rotation receipts. 

Mr. Evins. How far advanced is the stockpile program to the at- 
tainment of the ultimate objective? I know there are variations in 
different critical materials, but on an overall basis. Have you got the 
job about finished, 75 percent, 80 percent, 90 percent complete ? 

Mr. Gray. I would not want to foreclose the procurement and stock- 
piling of new and specialized metals and minerals which we don’t 
know anything about now, which may come up. 

Mr. Evins. In the rocket and missile age? 

Mr. Gray. Yes. Generally speaking, the kind of stockpile we have 
been working on is practically complete. 

Mr. Evrns. Total appropriations and purchases to date have been 
about $6.4 billion. 

How much has been the total amount of the grants and loans to in- 
dustry to induce them to get into the program / 

Mr. Gray. Grants and loans, I am afraid that we are going to have 
to supply that for the record, Mr. Evins. 

Mr. Evrns. I wish you would supply that figure for the record— 
the amount of advances, the amount of advances to build plants or 
pilot test plants, the amount of grants, the amount of loans, and if 
possible, the amount of repayment of those loans. 

(The information requested follows :) 


Total advances, loans, and grants for research and pilot-plant work and 
expansion of capacity for producing strategic and critical materials under 
the Defense Production Act have been approximately $380 million up to De- 


cember 31, 1957. Repayments have been $130 million leaving a net amount 
owed on that date of $250 million. 


Mr. Meprry. We don’t have any real late figures, We will bring 
them up to date. 


RAPID TAX AMORTIZATION CERTIFICATES ISSUED FOR STOCKPILE 
PROGRAM PURPOSES 


Mr. Eyrys. Bring it up to date, if you will please... Also, will you 
supply for the committee the amount of the rapid tax amortization 
that has been obtained in this program of inducement. Do you 
have that available now? 

Mr. Gray. I don’t have it with me, but I will supply it. 

Mr. Evtns. Could you give us an estimate? 

Mr. Gray. In round figures in the life of the program going back 
to 1950 I think there have been approximately 22,000 certifications 
issued, covering plant expansion totaling some $38 billion, but I 
would like the privilege of making this an accurate figure. This is 
in the order of magnitude of what the program amounted to. 

Mr. Tuomas. You may correct, your amounts. 

Mr, Evins. Thirty to forty billion? 

Mr. Gray. Yes. 

Mr. Evrns. $38 billion in rapid tax writeoffs? 
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Mr. Gray. Yes. Let me point out if I may that this is not all for 
stockpile. This is the Yondustive expansion across the board. 

Mr. Evrns. I am asking you about the stockpile and the strategic 
materials program. That is the one we are concerned with here 
now. We are not talking about rapid tax amortization for utility 
companies, and others. I am talking about the stockpile. 

Mr. Gray. The figure of 22,000 certificates, of course, is erroneous. 

Mr. Evtns. Could you give us any estimation at this time as to 
the amount of the value of the rapid tax amortization under con- 
tracts with these companies to induce them to get into this program 
for purchases for stockpiling of strategic material ? 

Mr. Gray. I could not give you that off hand. I will try to get it. 

Mr. Evtns. The overall is what? 

Mr. Gray. The overall, the whole program, was somewhere in the 
neighborhood of $38 billion worth of plant. 

Mr. Evrys. Will you supply the up-to-date figures on those values 
for this phase of it ? 

Mr. Gray. Yes. Forgive me if I am a little confused about the 

uestion. I don’t believe much of the tax amortization or rapid amor- 
tization was for stockpile purposes. 

Mr. Evins. To induce industry to get into the program. We are 
talking about the strategic and critical materials program. We have 
had various incentive-type programs. I am trying to arrive at a 
round figure as to how much was the value of the rapid tax writeoff 
for companies induced to get into this program. 

Mr. Gray. I will submit that for the record. 

(The information requested follows :) 

Total rapid tax amortization granted for expanding the supply of strategic 
and critical materials has been approximately $1.3 billion. 

Mr, Evins. I make no implications against any official of the GSA 
but I do want to say from an examination of the Attorney General’s 
report that the picture and impression one gains from reading the 
report is certainly not a wholesome one. You see stories of rapid tax 
amortization, writeoffs, grants, and loans, stories related of construc- 
tion grants; you also read of advances of funds for operating capital. 
Then you read from the report stories of the renegotiation of con- 
tracts and stories of guaranteed profits. Then there are statements 
about escalator clauses, with guaranteed profits if expenses are in- 
creased. Then we see the story of a formation of a Cuban corporation 
to avoid United States taxes. 

Then I see a citation in the report that the Government is limited 
to the purchase of only 50 percent of these valuable materials after 
we have made all these grants and concessions possible. 

Mr. Yates has spoken about the various specific contracts. I say the 
general picture one would get from examining the Attorney General’s 
report is not wholesome. 5 course those are generalities. This is the 
one program to my mind that has given this committee a great deal of 
concern. 

I don’t think the picture looks too good as far as the protecting of 
the taxpayer is concerned, and as far as the public interest is con- 
cerned. I am not favorably impressed with it. 
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TUNGSTEN PURCHASES 


Mr, Botanp. Are you purchasing any tungsten in 1959 4 

Mr. Frorre. From the strategic and critical materials contracts 
we are, yes. 

Mr. Tomas. Tell me why you are buying it now. 

Mr. Froere. Because of the long-term contracts that are still m 
existence, 

Mr. Tuomas. You have to under contract terms, not because you 
want to, It is running out your ears, is it not? 

Mr. Froere. Yes, sir. 

Mr. Botanp. Do you have to? 

Mr. Fiorre. Unless we absolutely breach the contract. That is 
the only out. 

Mr. Botanp. That has been the worst of all contracts for you, 
hasn’t it? The loss in tungsten is the worst of all of the strategic 
material purchases. 

Mr. Froere. I think it is. I have it here. 

Mr. Yares. He gives you a tough choice there, does he not? 

Mr. Botanp. That is the only reason you are purchasing it, because 
of contracts which have been heretofore ontnted into which you don’t 
want to breach ? 

Mr. Fioere. How much did we spend in fiseal year 1958 for 
tungsten? $15 million? 

Mr. Meptey. The $15 million was the amount of tungsten acquired 
under Public Law 733 during fiscal year 1957. 

Mr. Botanp. What is the purpose of Public Law 733 ? 

Mr. Meptey. To encourage the domestic production of certain raw 
materials. 

Mr. Botanp. How does it encourage it? All the money that was 
spent under Public Law 733 has been used for the purchase of foreign 
tungsten, hasn’t it ? 

All these contracts I note here for the purchase of tungsten that 
have been entered into concerns tungsten which has not been pro- 
duced domestically, but which has been imported by domestic com- 

anies, 

. Mr. Meptey. The contracts that you are referring to on that table 
I believe are those entered into under the Strategic and Critical Ma- 
terials Act, which was a different law. 

The tungsten purchased under the Public Law 733 was domestic 
tungsten. 

Mr. Botanp. It was domestic tungsten. You are sure of that? 

Mr. Meptey. Yes. 

Mr. Boranp. I don’t know whether or not you said what was spent 
in fiscal 1958 for tungsten. ; 

Mr. Meptey. The maximum exposure as of December 31, 1957, is 
$28 million, and based on the prices indicated, I would assume we 
would get most of it. 

Mr. Boranp. In 1959? 

Mr. Meptry. Pardon me. That is the total remaining exposure un- 
der the contracts beginning January 1, 1958. Value of tungsten ex- 


pected from these contracts in fiscal year 1959 is approximately $9.7 
million. 
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COST OF STRATEGIC MATERIAL ACTIVITIES 


_ Mr. Vursexx. I would like to ask Mr. Gray what number of years 
would this Attorney General’s report cover ? 

Mr. Gray. Iam sorry. I don’t know. 

Mr. Yares. Mr. Jonas has it. He can answer that question for 
you. 

Mr. Jonas. It covers the period, the entire period operated under 
the ‘Defense Production Act which was enacted in 1950. 

Mr. Evrns. The report is a report of the present Attorney General, 
Mr. Rogers, I believe. 

Mr. Vursetx. This is a report covering the operation, the whole 
operation from 1950 up to the present time ‘ 

Mr. Gray. Yes, sir. 

Mr. Voursexx. I think we have to take into consideration, have we 
not, that these negotiations were made when we were at war, or part 
of them were made during the Korean war, and to a certain extent 
they had to be liberal in their nature, and to a certain extent we were 
operating in crash programs generally during the military stress of 
the times. 

T think that would probably have something to do with making con- 
tracts that in normal times a Government representative would not 
make. 

I think by and large that, regardless of who has been in charge of 
these great negotiations, which seems to be necessary for the defense 
of this country, that they practically, probably in every instance, did 
what they felt was right under the emergency of the time. 

Mr. Yares. Is this true of last year, too? 

Mr. Vursetx. Beg pardon ? 

Mr. Yates. There wasn’t a war last year. 

Mr. Vursetit. We have been going through the most dangerous 
time, probably as dangerous as when we were in war, for the last 2 or 
3 years, in my judgment, and we are still in a very serious world 
crisis. We will still probably make contracts, and do things, and 
spend millions, spend billions, that are not economic investments, but 
we, believe they are in the best long-run interest of preserving the 
freedom. of this Nation. 

I would like to ask this question: Suppose we were to sell out, or 
had a ready market for it at the present market price of all the 
strategic materials we have stockpiled, and all of these materials we 
are talking about. How much would be the loss, or have we been in a 
rising market to the point where we might have a profit on these bil- 
lions of dollars worth of materials that we now have? 

Mr. Frorre. Our records show a $530 million loss, as of December 
31,,0n all of the material now in the national stockpile and the 
Defense Production Act inventories. 

Mr. Voursetxi. The whole matter? 

Mr. Frorre. At December 31, market prices contrasted with our 
acquisition cost; that is right. 

Mr. Vorsett. I am rather amazed that the loss wouldn’t be bigger 
than that. 

Mr. Froerer. That is right, isn’t it? 

Mr. Mreotry. Here are the details on each item. 
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Mr. Tuomas. You could add that figure to any other figure and it 
would be just as accurate. If you had a hundred million dollars 
paper profit today and you put the stockpile on the market, you 
would saturate the market in 2 hours’ time. You couldn’t possibily 
sell it. The figure doesn’t mean anything. : 

Mr. Vursett. What I mean is this: We are not going to sell it. 
We are going to keep the major part of it, but at the present going 
price we are only out about a half billion dollars. ; 

My next question is, considering the fact that. we may not get into 
war, and the further fact that if we did it might be a very short war, 
of short duration, have we reached the point with our immense stock- 
piles today where we should give serious consideration to curtailing 
further purchases? Is that a fair question ¢ 

Mr. Gray. Yes, sir. I think that the budget request for 1959 for 

new procurement before this committee is an indication that the an- 
swer to that question is “Yes.” If you think of what is in the stock- 
pile in terms of what the Government has put into it—and, remember, 
we are asking for these few materials $18.8 million, which to me is.a 
lot. of money; but I say, compared with these figures of $6.5 billion, 
it is quite some curtailment, and compared to appropriations in recent 
years. 
" May I say, sir, that I agree with you that the contracts for the 
tender rights that we have been discussing this afternoon, and which 
are causing substantial outlays of funds today, for the most part 
were negotiated under war stress. We might not be too happy about 
them today, but I am satisfied in my own mind that the people who 
negotiated them did so in good faith and a deep sense of urgency 
that they were doing something that was necessary for the security 
of this country. I am quite convinced of that. 

Mr. Voursett. I am in entire agreement with you. 

Mr. THomas. Everybody is. We do not think this was any mal- 
feasance on anybody’s part. 

Mr. Vursetu. I believe in times of stress that the integrity and 
patriotism of these people would almost prohibit them from entering 
into any contract but what they thought was a justified and honest 
contract. 

Mr. THomas. Will you put in the record, in reference to the profit 
or loss on the stockpile, a more realistic figure? Put in the cost of 
rotation, cost of storage and handling, and managerial cost. since the 
inception of the program. That ought to reflect reasonably accurately 
our loss on the stockpile. 

Mr. Vursetz. I think that is a good suggestion. 

(The statement referred to follows :) 


The Strategic and Critical Materials Stock Piling Act, Public Law 520, 79th 
Congress, was approved July 23, 1946. Beginning with the enactment of this 
legislation and during the period up to June 30, 1957; the net cost of rotated 
materials was $82,525,600, the cost of storage and handling was $228,731,400, 
and the cost of operating expenses was $35,139,300. The total of these 3 items 
for the entire period is $346,396,300. 


DPA REVOLVING FUND 


Mr. Jonas. I believe this question should be directed to Mr. Gray. 
But Mr. Floete will also be interested in it. Both of you gentlemen, 
of course, know that the Committee on Appropriations, on February 
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7, adopted a report which purports to put the DPA revolving fund 
out of business, if it is finally adopted. You are aware of that? 

Mr. Frorrz. Yes. 

Mr. Gray. I am aware, and at a time when I met, within the last 
24 hours, with the chairman of this committee and Mr. Andrews of 
the other committee, I understood from Mr. Andrews that the Bank- 
ing and Currency Committee had made or proposed to make a point 
of order, which Mr. Andrews indicated he thought was well taken, 
inasmuch as Mr. Andrews’ committee is not charged with the juris- 
diction of that legislation. 

Mr. Jonas. If this is not a fair question, strike it: Would the 
elimination of the revolving fund cripple your activities? 

Mr. Gray. I think it would be a mistake to eliminate it, Mr. Jonas. 
When you say “cripple our activities” you know that is a pretty 
strong word. 

Mr. Jonas. Perhaps I should have asked you if you would care to 
comment on the prospect of how it would affect your activities, not 
that we want to get into a controversy with some other subcommittee 
of the Appropriations Committee, but you are here before this com- 
mittee today. We are interested in this revolving fund and its use 
and in the stockpiling program. 

Mr. Gray. One comment I would make is that outlay for the “put” 
contracts, which Mr. Floete is now having to honor in itself is going 
to have the effect of limiting other activities under this revolving 
fund, because these are unanticipated expenditures. I cannot tell you 
at this moment whether we are going to be pushing the top of that 
revolving fund limitation by reason of these “put” contracts, but in 
general this revolving fund has been extremely useful. We are not 
doing nearly as much business under it today as has been true in the 
fairly recent past, except for these “put” contracts. 

T think my position, Mr. Jonas, would be that it would be a mis- 
take to eliminate it. 

Mr. Jonas. I am particularly interested, in addition to my general 
interest in the entire program, in mica, as these gentlemen on the 
committee and Mr. Floete know. 

Mr. Tuomas. I don’t quite understand, Mr. Director, how you think 
elimination of the revolving fund or the abrogation of the Treasury 
authority would cripple your activities. What is your objection 
to coming to-the Congress and justifying the funds you need, instead 
of going to the Treasury? If you need funds, the assumption is the 
Congress is going to supply the funds. The Congress is the body that 
laid down the operations, and the pattern under which you operate, 
anyway. I don’t see how in the world you could say your operations 
would be curtailed or limited. 

The only difference would be you would have to come to the Con- 
gress for your funds. 

Certainly you don’t object to that. You are an old hand at that 
business; aren’t you? 

You are a former Secretary of War and used to that procedure. 

Mr. Gray. If you will assume with me, Mr. Chairman, that at any 
given moment—and I hope particularly now—that the Director of 
ODM is an honest man 

Mr. THomas. What do you mean “assume”? 
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Mr. Gray. With that stipulation, I would say one difficulty is flexi- 
bility. We make up appropriation requests for specific objects, as 
you know. 

Mr. Tuomas. Every agency of the Government comes to Congress 
to get its money. What sets your agency apart from the rest of them ? 

Here are your coworkers here. They have to come here and justify 
their funds, Agriculture does. Everybody does, with a very few 
minor exceptions. When it comes to big money, why shouldn’t ODM 
come in and justify their funds just like everybody else? 

Mr. Gray. T don’t think there is anything we could do that is in any 
way concealed from the Congress. 

Mr. Tromas. None whatsoever. That is not even the point. It is 
not a question of concealing anything. When you were Secretary of 
War you justified many millions of dollars. You didn’t have any 
funds—maybe there are a few funds—but you had no fund set up 
except the ones that you justified. 

Mr. Gray. I did my best. 

Mr. Jonas. My other question would be directed to Mr. Medley. 


APPROPRIATION REQUIRED FOR STOCKPILE PROGRAM 


The record as it now stands, as made by the chairman of this sub- 
committee, in his usual fine fashion, indicates that you asked us for 
$70 million and you don’t need but $30 million. Do you want to 
leave that record that way? 

Mr. Meptey. If the record is so stated, that is in error, Mr. Jonas. 

Mr. Jonas. I believe when you read this record you will find that it 
shows that you don’t need but about $31 million and you asked for $70 
million. 

I would like to give you an opportunity to correct the record if you 
would like to. 

Mr. Mepiey. I will say that the easiest and quickest way to correct 
the record would be by referring to page 250 of our justification which 
was put into the record at the start of this session. It shows how we 
acquire the funds for the stockpile, that is, by new appropriation, by 
unobligated balances brought forward, by receipts, and rotation sales, 
totaling $233,700,000. 

Then we show that the obligation of a like sum, broken down into 
its various components, finally the $115 million for the purchase of 
new materials, which includes reimbursement to CCC; $92 million for 
the cost of rotated materials; and $395,000 worth of operating expenses 
attributable to those two activities. 

Then, under custody, $24,680,000; for Mr. Holtz’ office, $128,000; 
administrative operations, $1,375,000; making a total of $233,700,000. 

On the basis of these figures we would end up 1959 with an unobli- 
gated figure of zero. 

Mr. Jonas. I assume it is incorrect, then, to say you only need $18 
million for the acquisition 

Mr. Yates. That is an’embarrassing question put in that form. 
That is an embarrassing question for him to answer. 

Mr. Jonas. No. I want him to answer it that way—and $11 million 
for vour administrative expenses. As I added that up it made $31 
million. I was under more or less an impression that you agreed with 
him. 
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Mr. Mepiry. No. If those are the figures; no, sir. The correct 
figures are on page 250. 


RESPONSIBILITY FOR FREEPORT SULPHUR CONTRACT 


Mr. Fiorre. May I make a short statement? 

Mr. THomas. You can do anything in the world you want to. 

Mr. Frorte. I want to make it clear that I assume all the responsi- 
bility for that Freeport contract, it was not forced down my neck by 
ODM or anybody else. I did the best I could with that contract. 

Mr. Yares. I think that is true. 

Mr. Fiorre. And I stand on it. I don’t want any implication that 
anybody else tried to make me do this, or that I even went to the 
ODM and said “Is this contract all right ?” 

The most that Dr. Flemming ever said to me is that “This contract, 
I believe, is within the framework of my directive.” Is that right? 

Mr. Kenpatv. I think that is right. 

Mr. Yares. You received a directive from ODM to go out and get 
a contract. Then you started negotiating. It happened that the 
framework into which this contract fell, fell peculiarly into the pro- 
vince Freeport Sulphur operated and was the only occupant? 

Mr. Frorte. That was a circumstance. 

Mr. Tuomas. Did vou try to sell the doctor on the fact that you 
felt Bethlehem was a better contract for the taxpayer? 

Mr. Fioere. I didn’t say it in those words. 

Mr. Tuomas. Nobody ever accused the doctor, fine man that he is, 
of being a New York Wall Street banker. 

Mr. Fiorre. We knew it was a departure from the original directive. 

Mr. Yates. Did you write a letter to Dr. Flemming telling him you 
thought Bethlehem would be a better deal ? 

Mr. Fiorrr. We didn’t say it in those words. We said, “We rec- 
ommend this contract for consideration, although it departs from the 
framework of the original directive.” 

Mr. Yates. He wrote back to you and said, “You stay within it”? 

Mr, Frorre. He said it was a policy matter. 

Mr. Tuomas. The Secretary of the Treasury was carrying him 
around in his vest pocket in those days. Mr. Humphrey was carrying 
him around in his vest pocket. 


Did he discuss it with him? He discussed everything else he had 
with him. 

Mr, Fioerre. I discussed it only with Dr. Flemming. 

Mr. Yates. You don’t know whom Dr. Flemming discussed it. with ? 

Mr. Tuomas. We have had the pleasure of having a very able and 
distinguished gentleman, Mr. Gray, Director of ODM. He is a man 
of outstanding ability and well and favorably known by this com- 
mittee for former years. He is a former Cabinet officer. We are 
going into some, we will just say ordinary details now. We will be 
delighted to have you stay with us, but if you don’t want to stay we 
certainly wouldn’t want to ask you to stay for these details. 

Mr. Gray. I appreciate the invitation, but I have some other ap- 
pointments, Mr. Chairman. 

Mr. THomas. Thank you for coming to see us. 

You have been very, very helpful to us. 

Mr. Gray. Thank you very much. 


We appreciate it. 
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ACQUISITION AND RoraTion oF MATERIALS 


Mr. Tuomas. Insert pages 255 and 256 of the justification at this 
point. 


(The pages referred to follow :) 


1. Acquisition and rotation of materials 





“| 
| Average a 
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Amount i -mcncigrestincrees, 
Depart- Field | Total 
ment 
= - = ——E — Se Reem, —E 
| | | | 
a i ee se ee --| $180, 334, 220 | 48. 2 | 1.0 | 49,2 
ORME. oS 36 o ono le sk oh ae kona swananccdecc.| a, BE, 001 4} . 4 
SIN isco ene-=bsemeqntnnsiiel cea | 207, 816, 190 | 47.8 | 1.0 | 48,8 
HIGHLIGHT 


Covers cost of new additions of material to the national stockpile including 
transportation costs to storage.location, cost of rotating material subject to 
deterioration, and expenses of administration including purchasing, sales, and 
related operations at the central office and regional office. 

Costs are grouped into 3 components which permit justifications to be ex- 
pressed in terms of program and performance, The components are summarized 
below and each is discussed separately. 


} 1957 he 1988 1989 











' 
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Te) Cee Gn WOW MINNIE, ccc ccccoecannaeneeecedesen teers $191, 168, 571 $91, 700, 000 | $115, 000, 000 
(5) Cost of rotated materials (gross) _......-....------ -------| 70, 230,455} 88, 241, 000 | 2, 121, 000 
(6): Operation eufeneets pics ii ose be ees seg cet et 21, 769 | 372, 720 | 374, 130 
Performance cost...._._-....----------------- | zine 261,720,795 | 180,313,720 | 207, 495, 130 
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MPOURS GUE oan cocentieccans ecient cate ee ___| 180, 334, 220 | 207, 516, 130 
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JUSTIFICATION 
(a) Cost of new materials.—Strategic materials are being acquired from the 
following sources : 
Obligations 


{In millions] 


1957 actual | 1958 estimate | 1959 estimate 





—. acme } 





Opeth TeRRE, TE tina cnn <e netic ~ate<neeee $80. 0 $52. 1 $18.8 
Purchase of materials under Commodity Credit Corporation 
barter OpesateuMle... 202. 0S li0. SUL Se 54.6 32.2 96. 2 
Purchase of materials under Defense Production Act expan- 
GONE DOU cncianicedndenntq iebbes 56. 6 7.4 
IN I sicctacis tainting lihecichillacei teen lM a neat nial 191.2 91.7 115.0 


In addition to direct procurement, materials valued at $27.2 million are ex- 
pected to be acquired by free transfer from programs of other agencies such as 
the International Cooperation Administration. 
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Based on existing stockpile objectives, and the proposed budget, status of 
procurement of the 76 materials now on the strategic stockpile list is as follows 
(from the budget for 1959) : 





Number of materials 











1957 actual 1959 estimate 













Priority Total Priority Total 
level objective level objective 
Percent completed: 

BE Cbubdde tb cctud teu actebobésebicdencubsdbiwcens 55 59 33 

90 to 99......... Sook tcsugeeth 3 0 0 6 
STEELE. on <n sh'aiek gti -tpbthows aha win giannis ama 1 2 13 
SNE, sh niss <dublibbbignn adinwcinepgier abipbieehsehs dal 3 5 ll 

ian ithe Risin a:0sniahnir aint oanamp antinaive aie 4 2 8 
NY Didi shane ahitbetdpanieninaiuieraieenanpbisbtien 3 0 5 

Pa Se toe a hdc ene cnn cccctsbieninmienannl 66 68 76 


Major purchases during 1957 were metallurgical chrome from CCC barter, 
bauxite, copper, fluorspar, and metallurgical manganese under DPA contracts, 
and fluorspar, mica, lead, and zine in the open market. 

Major purchases in 1958 are expected to be bauxite, copper, and silicon carbide 
from CCC, and fluorspar, lead, mica, and zinc from the open market. 

Major purchases in 1959 are expected to be bauxite, metallurgical chrome, 
and diamond stones from CCC, and metallurgical fluorspar and mica from the 
open market. 

Estimate includes price of materials, transportation to permanent storage 
location, and any contractual inspection and analytical services necessary prior 
to delivery to stockpile. Detailed information as to the kind, quantity, and 
cost of materials is shown on tables classified as security information, available 
for reference as necessary. 

(b) Cost or rotated materials.—Inventories of such materials as rubber, 
fibers, and oils are rotated periodically to keep the inventory in prime condition. 
The volume of this program is expected to increase by 25 to 30 percent in 1958 
and 1959 over 1957 as shown in the following table (from the budget for 1959) : 








Description 1957 actual | 1958 estivnate | 1959 estimate 


Gross replacement cost of materials rotated................-.. $70, 230, 455 | $88, 241, 000 $92, 121. 000 
Receipts from sales of materials rotated. -............-.-.--...- 60, 826, 750 78, 020. 000 81, 937, 000 
Net cost to appropriation.................-...--4-...--- 9, 403, 705 10, 221, 000 10, 184, 000 


The net cost of rotation covers price differentials and transportation. Esti- 
mated rotation schedule with price differentials for 1958 and 1959 is shown 
on the opposite page. 

(c) Operating expenses.—‘An increase in workload of rotation and disposal 
of agricultural type strategic materials is offset by a decrease in the metals, 
minerals, and ores procurement activity” (from the budget for 1959). 





1957 1958 1959 
I ke nindnc cia dnipin esc ob dpe nt Qndpea<bpyoes $321, 769 $372, 720 $374, 130 
I eee ene, hn naenehewausannnon eres te > et eee dae ae +20, 500 +21, 000 
CUE CUNEO. 520.052 50k Bei thi sess. sans no t- ad. f 393, 220 395, 130 


Performance of the two foregoing subactivities requires operating services of 
various kinds. In order to describe and relate these operations to the program 
as a whole, they are brought together and discussed in detail in a subsequent 
section of this justification under the head “Operating Expenses.” 
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Mr. Tuomas. This covers the cost of new additions and materials 
to the national stockpile, transportation cost to point of storage lo- 
cation, cost of rotating material subject to deterioration and cost of 
new materials, 

Under the table it says cost of new materials $191 million for 1957 
in round figures; $92 million for 1958; $115 million for 1959; cost of 
rotating for 1958 is $88 million in round figures, for 1959 it is $92 
million; operating cost is $374,130 for 1959, against $372,720 for 1958. 


COST OF ROTATING MATERIALS 


What is your actual loss by virtue of rotation for the fiscal year 
1958 and what is the estimated loss for 1959 ? 

Mr. Hourz. The estimated loss for 1958 is $10,221,000, and the esti- 
mated loss for 1959 is $10,184,000. 

Mr. Tuomas. Where is that table? 

Mr. Hoxrz. That table is on page 256. 

Mr. Tuomas. Let’s set that table out in the record. 

(The table referred to follows: ) 
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STATUS OF STOCKPILE OBJECTIVES 


Mr. Tuomas. Let me call your attention, gentlemen of the com- 
mittee, to the table at the bottom of page 255. It is a very good one. 
It begins, “Based on existing stockpile objectives,” and this is given 
for both a 3- and 5-year program, and I would like to call your 
attention to this statement. 

You remember the testimony of the Director of ODM, Mr. Gordon 
Gray, saying that had been shoctaaed to a 3-year period. It reads: 

* * * the proposed budget status of the procurement of the 76 materials now 
on the stockpile list is as follows: 

Those of a hundred percent completed, 90 to 99 percent, 75 to 89, 
50 to 74, 25 to 49, and under 25 percent completed. 

On the 3-year program, how many are there below 50 percent? 
There are 7 in 1957. In 1959 that has been reduced to what, 2? 
Who can answer that question percentagewise ? 

Mr. Hourz. That is right. 

Mr. Tuomas. Is that 2 out of your 76 critical materials below 50 
percent at the end of 1959? 

Mr. Hourz. That is correct, sir: 

Mr. Tuomas. For those from 75 to 89 percent completed, in the 
fiscal year you have what ? 

Mr. Hourz. One in 1957. There will be two at the end of 1959, 
jewel bearings, and manganese, We can submit to the committee a 
classified table that identifies those particular commodities, but it 
should not be printed in the record. 

Mr. Tuomas. I think that is a good idea. Take this table and 
expand it by commodities. 

Mr. Hourz. We have it right here, sir. We will submit it for the 
record. 

Mr. Tuomas. Put it in with the table, then it is clear. 

Mr. Hourz. Yes, sir. 

Mr. Meptery. In the table we were discussing at the bottom of 
page 255, the column headed “Priority Level” is the 3-year require- 
ment, and the column headed “Total Objective” is for the 5 years. 

Mr. Tuomas. Say that again now. 

Mr. Mepuey. At the bottom of the page the column headed “Prior- 
ity Level” is for 3 years, and the leith headed “Total Objective” 
is for 5 years. 

Mr. Tuomas. That makes a difference. How are you going to fit 
that in with your tables ? 

Mr. Hourz. We have both tables. 

Mr. Tuomas. All right. 

(As the material is classified, it was supplied for the committee. ) 


OPERATING EXPENSES 


Mr. Tuomas. This table on your acquisition and rotation pregram 
shows your $10 million loss. Your operating expense is $395,130 for 
1959 against $393,220 for 1958. Is that correct? 

Mr. Hourz. Yes, sir. 

Mr. Tomas. I think Mr. Medley’s figures are wrong. The figure 
should be $31 million. 
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How much do you want to reduce that in administrative cost ? 

In the same proportion that would be reduced from $395,000 to 
$95,000; is that right ? 

Mr. Hoxrz. That would be pretty short handed, Mr. Chairman. 

Mr. Tuomas. You don’t need so many hands if you don’t need so 
many metals. 

Mr. Hourz. I would like to supply for the record a brief statement 
on that subject. 

Mr. Tuomas. Put it in when you review the transcript. 

(The statement referred to follows:) 


Strategic material acquired under the CCC barter program is procured, 
transported, and handled into permanent storage locations entirely at CCC ex- 
pense. The transfer of such material to the national stockpile is entirely a 
bookkeeping matter. Therefore the reduction in “operating expense” workload 
which would result from eliminating CCC transfers would be very limited. 

The workload in this section develops not only from new procurement but the 
administration of existing contracts of which there are presently nearly 1,000; 
from rotation contracts which are estimated at 4,400 for 1959; from renegotia- 
tions and amendments which we are sure will increase in volume as efforts are 
made to decrease present contract exposures. 


Custopy or MATERIALS 


Mr. Tuomas. Let us put page 258, dealing with custody, in the 
record. 
(The page referred to follows :) 


2. Custody of materials 


Average employment 





Program By. i 

Department Field | Total 
eG iciveecethubeenenss4 dishes Sica te $24, 691, 726 88.0 461.6 549. 6 
eR a ene Sib iia —10, 856 —1.4 —75.8 —77.2 








Aes iia aaihsduehthesti tno itiech: Rin 86.6 | 385.8 | 





1958 1959 





(a) Storage and handling. -____- $12, 649,307 | $14,454, 600 $15, 048, 900 
(b) Physical inventory of wuaterieds 222. 2 1, 927, 944 8, 748, 246 8, 155, 000 
> MORIN. soe nk i i ale cpcn pics emia qeekd~ nbn] 1, 321, 332 1, 368, 080 1, 350, 070 


eo oe ec ncctbdbenbeandscacteenshie 15, _— 24, 570, 926 24, 553, 970 
Retirement (direct payments) vestigated iain lectin he aia See +-120, 800 +126, 990 











Deter Geeeenee .. . 5. 55-5220 eb wad Uipicdel S aks 5calaledesitie Dae 2A, 691, 726 24, 680, 870 
| 











HIGHLIGHT 


“This covers handling, storage, and inventorying of materials delivered or 
transferred to the national and supplemental stockpiles. Deliveries of materials 
to the national stockpile during 1958 and 1959, including donated materials, will 
increase the value of materials in storage against national stockpile goals from 
$6,068.3 million on June 30, 1957, to $6,405.4 million on June 80, 1959. Trans- 
fers of $50.2 million of materials from Commodity Credit Corporation barter 
inventories and Interior domestic purchase program inventories to the supple- 
mental stockpile during 1958 and 1959 will increase the value of the supplemen- 
tal stockpile to $277.8 million as of June 30, 1959.” (From the budget for 1959.) 

The following categories of expense are included: 

1. Storage and handling at commercial warehouses and other commercial 
storage facilities. 
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2. Reimbursement for storage and handling by military departments at mili- 
tary facilities. 


3. Preparation of space to meet storage requirements and purchase of storage 
aids. 


4. Operation of Government warehouses, including maintenance and repair 
of buildings, trackage, and operating equipment, reconditioning of containers, 
and repacking of material. 

5. Inland transportation required to accomplish relocation of materials in 
conformance with changes in storage criteria. 

6. Inspections and testing activities in connection with stockpile materials 
including contract inspection. 

7. Physical inventorying of materials in storage on a periodic basis. 

The costs of this activity are grouped into three components which permit the 
justification to be expressed in terms of program and performance. The com- 
ponents are summarized below and each is discussed separately as follows: 

Mr. Tuomas. I have written: “Is this a cumulative figure?” 

Let me read this sentence: 

Transfers of $50.2 million of materials from Commodity Credit Corporation 
barter inventories and interior domestic purchase increase the value of the 
supplemental stockpile to $277.8 million as of June 30, 1959. 

Ts that a total figure, or just for those 2 years ? 

Mr. Liewettyn. That is a cumulative figure. 

Mr. TxHomas. That is the value of those two programs up to date? 

Mr. Liewettyn. That is for the United States supplemental stock- 
pile established by Public Law 480, total value up to June 30, 1959. 


EMPLOYMENT 


Mr. THomas. You want $24,680,870 for custody and 472.4 man-years 
for 1959 against—what did you have last year? You had 549 man- 
years ? 

Mr. Meptey. That is right, sir. 


STORAGE FACILITIES 


Mr. “SHomae Where are these materials located and why this de- 
crease 4 

“Storage and handling at commercial warehouses.” How many of 
those do you have? 

Mr. Jounson. 82, sir. 

Mr. Tuomas. How many do you have that are Government owned ? 

Mr. Jounson. Government owned: military 65, GSA operated 16. 

Mr. Tuomas. GSA operated 16. Does that cover them all? 

Mr. Jounson. No. We have 37 industrial plants sites. 

Mr. Tuomas. That makes 200. You have more locations than that. 
You had that many last year. 

Mr. Jounson. The budget presentation shows that as of June 30, 
1957, there were 224 locations, but as of January 29, 1958, we have 
a total of 218 locations. 
at TxHomas. You have accounted for 200. Where are the rest of 

em ? 

Mr. Jounson. There are 65 military, that is Army, Navy, and Air 
Force. There are 16 GSA operated; there are 6 other Government 
sites that are under lease. There are 37 industrial plant sites, 1 com- 
mercial tank storage site and 1 port storage site. 
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Mr. Tuomas. You don’t include them in your 82 commercial ware- 
houses ¢ 

Mr. Jonnson. No, sir. Those industrial plant sites are not in- 
cluded in the 82 commercial warehouse locations. 

Mr. Tuomas. In addition to the 218 mentioned ? 

Mr. Jounson. No, sir. 

Miscellaneous leases: There are 10. 

Mr. Toomas. What is a miscellaneous lease ? 

Mr. Jounson. They are leases covering storage of materials that 
were transferred to GSA or its predecessor agencies by RFC. 

Mr. Tuomas. Does this amount of money, $24 million, recover 
rental and salaries and wages and everything else ? 

Mr. Jounson. Yes, plus the physical inventory. 


STORAGE AND HANDLING 


Mr. Tuomas. Put page 259 in the record. 
(The page referred to follows :) 


JUSTIFICATION 


(a) Storage and handling 





| 1957 














rT] 1958 =| 1959 
Dh ee ae i Ca ee Se a ae sa 
| | 

(1) Storage of materials._...........--------2s.2L12-.22..J.L.-| $11, 020, 881 $13, 267,618 | $14, 129, 242 
(2) Handling of materials_ ty ote ciel Disigedoekios wepapithcaoh ening ty 1, 628, 426 | 1, 118, 482 | 919, 658 
(3) Acquisition of land___- eee ’ | 68, 500 |___.-- 
Performance cost___.___.--..-...-..-..--.---------.--.---...-| 12,649,307 | 14,454,600 | 15, 048, 900 
WIL GE i fo tee. ie) sya pox 13Lh) Jeb +45, 400 | +51, 100 


NO, saat inep eabonweuprdnenenemesniegdansan Plowkaoaee sa “14, 500, 000 | 15, 100, 000 
' 





“As of June 30, 1957, strategic materials were stored at 224 locations including 
24,262,000 square feet of closed storage, 66,388,000 square feet of open storage, 
and 1,875,000 barrels of tank storage. Total weight of the national and supple- 
mental United States stockpiles on June 30, 1957, was approximately 25,588,000 
tons * * *.” (From the budget for 1959.) 

(1) Storage of materiais—Covers all costs of storing stockpiled materials 
including operation and maintenance of GSA storage depots, reimbursement to 
DOD for storage at military facilities, and payment for storage at commercial 
warehouses and plant sites. Also covers transportation required in relocating 
materials to conform with ODM storage criteria and anticipated costs of operat- 
ing 3 military facilities which are to be declared surplus to military needs and 
transferred to GSA for stockpile storage. Army depots at Curtis Bay, Md., and 
Belle Mead, N. J.. are to be transferred in 1958 and at Jeffersonville, Ind., in 
1959. Costs for operating GSA warehouses include personnel for supervision, 
maintenance, and fire and police protection. 

Materials management surveys have been made at 47 GSA, military, and plant 
site locations in concentrated storage areas. On the basis of these surveys and 
information contained in periodic field inspection reports, 118 maintenance and 
preservation projects have been programed for accomplishment in 1959. These 
projects involve types and quantities of materials requiring rewarehousing, 
partial or complete repackaging, container rehabilitation and remarking, and 
actions for achieving adequate fire prevention and protection, also included are 
necessary preparation and repairs of existing structures and preparation of open 
storage sites for receipt of new material. Estimates of costs for these essential 
projects for the maintenance of storage facilities and the preservation and pro- 
tection of materials are included in nonrecurring costs. 

The costs of maintaining the stockpile have risen as the tonnage and age of 
materials placed in storage have increased. Not only are storage costs increased 
by the magnitude and maturity of the stockpile, but also by reason of aging 
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storage facilities, many of which are of World War II emergency-type construc- 
tion. Storage costs are also subject to the same inflationary pressures prevalent 
in other cost areas of the national economy. The increase in nonrecurring costs 
reflects these influences, the initial cost of operating surplus military storage 
facilities to be acquired by GSA, and the cost of replacing deteriorated short-life 
containers. The contained materials require repackaging in durable containers 
in order to be properly accounted for and to be immediately ready for shipment 
to consumers in time of emergency. 

(2) Handling of materials—Covers the costs for handling materials in and 
out of storage in connection with acquisition, rotation, disposal, and relocation 
programs. The overall costs of handling materials continue to diminish as the 
quantity of new deliveries decreases: The costs for storage and handling of 
materials are itemized on the following pages. 


COST OF STORAGE 


Mr. Tomas. In 1958 you had $13,267,000 for storage. You are 
buying additional materials. You have about a $900,000 increase for 
storage in 1959. 

Mr. Hourz. We are getting an increased input, all of which has to 
be looked after. 

Mr. Tomas. Coming from DPA? 

a Hou.rz. From all of the S. and C. M. contracts that are not com- 
pleted. 

Mr. Tuomas. You have about $200 million of DPA materials you 
are not charging to the stockpile, an the storage and handling 
cost. Youare charging that; aren’t you# 

Mr. Liewe.tiyn. Storage and handling cost, Mr, Chairman, for 
DPA materials is charged to the Defense Production Act funds. This 
only covers the cost of storing the stockpile materials. 

Mr, Tuomas. I am asking you then why do you have an increase of 
a million dollars in storage cost when you are going to have very little 
material to store ? 

Mr, Liewettyn. The primary reason for the increase in basic stor- 
age is additional materials are coming in on old contracts and 1959 
purchases. There is no output. 

Mr. Tuomas. There is $18 million worth of new purchases for 1959 
and it will cost approximately a million dollars to store it ? 

Mr. Lurwet_yn. That contemplates taking over material from CCC 


also. This budget provides for the $96 million from CCC, as well as 
the $18 million from open market. 


COST OF STORAGE SPACE 


Mr. Tuomas. What do you figure this space costs you per square 
foot? 


Mr. Jonnson. Per square foot at GSA operated facilities we figure 
warehouse costs about 2314 cents. 

We reimburse the military establishment locations on the basis of 
25 cents a square foot for warehouse space. 

Mr. Tuomas. Twenty-three cents for GSA per square foot, military 
25 cents a square foot. What is private? You mentioned 82 private 
warehouses a while ago. 

Mr. Jounson. We pay cost of storage on a ton-year basis. 

Mr. Tromas. How much ? 
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Mr. Jounson. The weighted average cost at all of our commercial 
facilities is about $10.11 a ton-year. 

Mr. Tuomas. Break that down into square footage like you pay to 
the Army, and GSA. How much is that:a square foot ? 

Mr. Jownson. That would depend on the area and the type of 
facility that you might be using. It could be in some facilities, as 
high as $1 a square foot. It is $1 a square foot if we predicate it 
on the space factors that we get in our own facilities. 

However, there are some areas, like up in New England, where we 
use the multiple-story buildings, which have small rooms, and low 
ceilings. Our criteria requires a limitation in the height of stack, 
distance from walls and sprinkler heads to protect the material in case 
of fire. In that type of building, as an example, for the storage of 
rubber or cordage fiber, it may take as much as 19 square feet per ton 
to store. 

Mr. Tuomas. What does that cost on a square footage basis ? 

Mr. Jonnson. On the basis of $10.11 per ton year that would be 
slightly over 50 cents a square foot. 


WAREHOUSE AT NEW BEDFORD, MASS. 


Mr. Tuomas. We went into one big warehouse and I think it was 
in New Bedford, Mass. We went in it in September. That was GSA 
operated. 

Mr, Jounson. That is right. 

Mr. Tuomas. What is the total annual rent you are paying on that 
warehouse ? 

Mr. Jounson. The building I think you refer to at New Bedford 
is Government-owned. Our operating costs there are approximately 
$75,000: a year. 

Mr. Tuomas. Do you have your records here? Is that the figure 
you paid last year, or will pay this year? $75,000. What does that 
cover? I refer to just the storage. 

Mr. Jounson. That isright. That is for 1958 or 1959 and it covers 
our storage operations costs. That is mighty low cost per square foot 
for that particular structure 

I believe it is around 700,000 square feet of space there. That is a 
building also with the small rooms and low ceilings, and the tonnage 
that we can get into the facility is quite small. 

Mr. Tuomas. How many tons do you have stored there? 

Mr. Jounson. 20,864 short tons of inside storage. 

Mr. Tuomas, I thought you paid rent on that building. I think 
we were told that. 

Mr. Jounson. That, of course, is GSA-owned, Mr. Chairman. We 
pay no rent there. The $75,000 figure that I stated was what we ap- 
proved for 1958 operations, which covers our personnel, our security 
guards—— 

Mr. Tuomas, Is anybody else besides GSA using that building? 

Mr. Jounson. No. It is used entirely for the storage of stockpile 
material, open and closed. We have considerable metal stored there. 

Mr. Tuomas. What is that piece of property worth? It is an old, 
abendowsd textile mill. Yousay there is 700,000 square feet of storage 
space 
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‘ Mr. Jounson. That is my recollection; there is about 700,000 square 
eet. 

Mr. Froere. Inside and outside, too? 

Mr. Jounson. That is the building itself. 

Mr. Tuomas. What can the property be bought for? 

Mr. Jounson. We own it. 

Mr. Tuomas. No; you don’t own it. You rent it. 

Mr. Jounson. That is Government-owned. We do have, I believe, 
some commercial storage contracts at New Bedford, also. 

Mr. Tuomas. I am talking about the old textile building that has 
been abandoned, right on the little stream. You have been renting it 
for 2 or 3 years. 


ESTIMATES FOR STORAGE AND HANDLING 


For handling of materials you have $1,118,482 in 1958 and you show 
a decrease to $919,658 for 1959, so you apparently do not intend to 
handle as many materials as you handled last year. Yet your storage 
space goes up. That means you had no excess storage space in any 
of these buildings which you occupied. 

Mr. Jounson. No, Mr. Chairman. The reason for the increase in 
the cost of storage is because of an increase in total quantity of mate- 
rials in the stockpile and also the increase in the security guard and 
fire protection personnel, the increase in prices on utilities, there are 
higher wage-board rates, and higher contribution to the retirement 
fund. 

WAREHOUSE PERSONNEL COSTS 


Mr. Tuomas. What is the personnel cost charged against the $15.1 
million? Is is not all rent by any means. You have storage, han- 
dling, and acquisition. How much of this $15,100,000 is salaries and 
wages ¢ 

Mr. Jounson. Our unit costs are predicated on the cost of the sal- 
aries and wages for the warehouse managers, typists, salaries of main- 
tenance personnel, salaries of the guards at facilities, salaries of the 
fire-protection people, cost of utilities, and ordinary maintenance. 

Mr. Tuomas. Are they per diem employees? 

Mr. Jounson. Many are wage Saale 

Mr. Tuomas. Do you know what your personnel cost is in this 
figure ¢ 

Mr. Jounson. Not offhand, sir. 

Mr. Tuomas. Then your whole item of $24,680,870 for custody 
of materials which is summarized on page 258—what part of that 
is personnel cost? Your storage and handling of materials is $15 
million of it. You have inventory, still about $8 million. Operating 
expense, all salaries, is $1,350,000 and retirement is $126,900. 

What part of the entire appropriation of $24,680,000 is salaries? 

Mr. Liewettyn. The amount of salaries paid directly to ware- 
house people is $725,000. That is only part of the personal services. 
Many of the personnel are military mi commercial which we don’t 
pay directly. For our own establishments it is $725,000. 
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OBLIGATIONS 





Mr. Tuomas. What was your obligation for the first 6 months of 
1958 under this item of “Strategic and critical materials” here, total 
cost of $24,691,726? What was the obligation for the first 6 months? 

Mr. LLEwEt.yn. Obligations for the first 6 months were $8,534,333. 
The rate for the last 6 months will be much greater due principally 
to the physical inventory project. 

Mr. Tuomas. We will reconvene tomorrow at 10: 30. 


Fromay, Fresruary 14, 1958. 
Mr. Tuomas. Gentlemen, will the committee please come to order. 


Service Drrecrion 


We have left for consideration a couple of items under “Strategic 
and critical materials.” 

We will insert page 266 of the justifications into the record at 
this point. 

(The page referred to follows :) 





8. Service direction 


a il Average employment 
| 











Amount 5 na eg ee tk ees gs ed 
Department Field Total 
OE ee <a ee ee $125, 900 | 5.0 | 8 | 13.0 
EE da 6 dito gpre nnee ren ohec-bersen™ +2, 100 | —,14=2+---------- -.1 
Wega d css dus : ti 128, 000 | 4.9 | 8 12.9 
| 
| 
HIGHLIGHT . 


General administration over all programs assigned to DMS is provided depart- 
mentally by the Commissioner, assisted by his immediate staff, including the Office 
of Executive Assistant. The Commissioner is represented in New York, Boston, 
Chicago, and Dallas by regional directors responsible for carrying out program 
operations in these areas of major DMS stockpile activities. 


JUSTIFICATION 


No increase in positions is required over 1958; small net increase in costs re- 
flects adjustments in distribution of expenses. 

The positions proposed represent the minimum staff required to provide 
direction and control of DMS programs. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 








(See activity data sheet.) 
Personal services and staffing.—$108,500 for 13 positions distributed as 
follows: 


Total positions 








Average employment._................... kins 
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Other objects.—$19,500, or 15.2 pereent of estimate, includes: 


(1) $3,500 for 80 travel-days for departmental and 60 travel-days for field em- 
ployees at $25 per day including transportation costs. 


(2) $16,000 for other costs, including $8,900 for normal office expenses and 
$7,100 for contribution to retirement fund. 


EMPLOYMENT 


Mr. THomas. You have a total employment of how many people? 

I note you have an increase of $2,100 over 1958, which brings the 
total up to $128,000 for service direction. 

How many people is that? Is it 13, 14, or 15? 

Mr. Horrz. It is an average employment of 12.9. 

Mr. Tuomas. I did not ask you that. How many people do you 
have? 

Mr. Hotrz. In service direction ? 

Mr. Tuomas. Yes, sir. How many jobs? 

Mr. Hourz. Ten filled positions. 


Mr. THomas. You mean that is how many souls you have on board 
now ¢ 


Mr. Howrz. Yes, sir. 

Mr. THomas. How many do you have appropriated for? Is that 
13, 14, or 15? 

Mr. Hoxrz. Thirteen, sir. 

Mr. THomas. You just have said you had a 12.9 average employ- 
ment. That does not check with these other figures. 

General administration over all programs assigned to DMS is provided de 
partmentally by the Commissioner, assisted by his immediate staff, including the 
Office of Executive Assistant. The Commissioner is represented in New York, 


Boston, Chicago, and Dallas, by regional directors responsible for carrying out 
program operations in these areas of major DMS stockpile activities. 


Are these people all located in the District of Columbia ? 

Mr. Hourz, No, sir. 

Mr. Tuomas. Do you need this money next year, in view of the 
probability of a curtailed program ? 

Mr. Howrz. Yes, sir. 

Mr. Tuomas. What do they do? 

Mr. Hourz. Well, in my ofice—— 

Mr. Tromas. Are these the buyers? 

Mr. Hourz. No, sir; those are people attached to my office—man- 
agement people. 

Mr. Tromas. You do all of the buying right there in your office, 
do you not ? 

Mr. Hourz. Not in my personal office; no, sir. That is done under 
the “Acquisition and rotation” spaneton, We have a group of peo- 
ple there who do the buying. These in “Service direction” are not 
the buyers. 

Mr. Tuomas. What do your people do then ? 

Mr. Hourz. Well, I, for example, am responsible for the overall 
management. 

Mr. Tuomas. We know that. What do the others do? 

Mr. Horrz. There are two in this group that are in my office, in- 
cluding the administrative assistant. 

Mr. Tuomas. Through this group of 13 people you keep your hand 
on the most important function and that is the buying; is it not? 
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Mr. Hourz. That is right; also the handling and storage. This is 
top management of the stockpile program, sir. 







ADMINISTRATIVE OPERATIONS 


Mr. THomas. We next come to the administrative operations under 
) “Strategic and critical materials.” We will insert into the record at 
1 this point page 267 of the justifications. 

| (The page referred to follows :) 







4, ADMINISTRATIVE OPERATIONS 









HIGHLIGHT 





Financial, administrative, and legal services, management supervision, re- 
gional direction, and legislative and information services to support this pro- 
gram are provided by the integrated staff organization of GSA financed by 
transfers to the administrative operations fund from funds provided for the 
respective programs. 

Funds provided for this support in 1957 and 1958 were based on the best 
estimates then available of the workload and costs involved. Since those esti- 
mates were made, the system of cost distribution required under administrative 
operations fund legislation has been installed, and reports of such costs during 
1957 became available for use in preparing estimates for 1959. 

This estimate is based on a projection of 1957 cost distributions to support 
operating programs proposed in estimates for 1959 and other factors, as follows: 















oe ns an mnteh adie tenemnbenigersaepecenseomsae’ $1, 312, 291 














Anticipated reduction in performance wep chs beck Fis Le shacs ceo. deasy —$il, 591 Saha 
OC ana ntens seetbabdeewsnnsesecehmemedannmdabens +74, 300 +62, 709 
a cecenanaa~sasceune=sobegraneniareinsaatia tana imaaael nd aon 1, 375, 000 
















The comparative transfer covers an appropriate portion of the cost of certain 
reorganizational changes effected between 1957 and 1959. 














Distribution of cost by subactivity 1957 per- 1958 fi- 1959 esti- 
formance nancing mate 





































i rE NN oon. cewcndudaoubinncstesssacuee $928, 562 $922, 700 | $920, 300 
(6) Administrative services... __.. ee Bc tsslteny seit ri eee 239, 518 237, 000 238, 100 
(c) Legal services.......--- Si aitainkss b ive tine cnihdteanadretppinaundeenas 94, 221 93, 100 | 92, 900 
(d) Legislative and information services. -.............-.-.---- 14, 684 14, 500 | 14, 500 
(¢) Management supervision. --...............---...-..--..-.: 35, 306 34, 900 | 34, 900 
Performance cost - - --- nus adcwencnapueeenaneetbing 1, 312, 291 1, 302, 200 | 1, 300, 700 
Te a a peesiabeapepenamar teen Select neces one te +-71, 200 | +74, 300 

de onc colondudwnsdayanh eves bonweu wet sebk hdSs 1, 373, 400 1, 375, 000 
Estimated man-year equivalent..............-..- Cl alain ‘Ti 205.6 | 206. 5 205. 4 

Workload for selected functions 1957 1958 =| (1980 












Financial services: 














Employees payrolled ---..__-. Sbhien <ahbb - een og kl 561 612 | 534 
ES MIN 6 oo 5 cn cccnnamevaddesysulsettdbenauas 29, 691 29, 500 | 25, 000 
Billings, collections, and miscellaneous documents proc- 
Mie dadakanceunceeccdbaqerricts ic il riers ca 11, 633 | 9, 000 | 9, 000 
Inventory transactions -__._. ‘ ies pa ambibe waco’ 49, 108 50, 000 50, 000 
Audits performed, internal_....._.......--..-.-. Lissa deer 276 343 | 356 
Administrative services: | 
Personnel, employees serviced --......--.---- dak aamet 561 | 612 | Aad 
Compliance investigations.__..........-.1--.--.--.1-.--.- 105 | 120 | 120 
Personnel security investigations - - - peereceeapeseesesel 1, 740 1, 495 | 1, 395 





Legal services performed... ...--....---.-----4.-----~--+----. | 5, 798 | 7,000 | 6, 500 
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Mr. Tuomas. We have Mr. Medley with us again. You are giving 
these people a bargain price, Mr. Medley. 

Mr. Mepiey. Yes, sir. 

Mr. Tuomas. I see you increased the ante on them by $1,600 over 
1958. How do you figure they get a bargain price, if you are going 
up on your price? 

Mr. Meptey. Mr. Chairman, that increase is all for retirement pay- 
ments. There is an awful lot of work in connection with accounting 
and paying bills, particularly the inventory accounts. 


Mr. Txomas. You think that $1,375,000 is a good bargain price for 
this Bureau ¢ 


Mr. Mepiey. Yes, sir; I certainly do. 


Apaca Freer Program 


Program and financing 





1959 estimate 





1957 actual | 1958 estimate 











Program by activities: 
os FO a oi bene dae en ae eins tee $56, 999 $34, 000 $34, 000 
2. Administrative operations_......_._.- Seeded 43, 000 13, 000 13, 000 
Total accrued administrative expenses poen ate | 99, 999 47, 000 47, 000 
Financing: Unobligated balance no longer available ____- . | 1] | : 4 
Limitation____.- iy. | 100, 000 47, 000 | 47, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 





Total number of permanent positions. .._.................. 


h pike 5 3 3 
Average number of all employees. ........___-...-_-.------ ee. 5 3 3 
Number of employees at end of year. _-..________._.-_.-.--..- 5 3 3 


Dib Aves w-an-ne--+----| 12.2 $8,860 | 11.3 Ser $9, 567 





Average GS grade and salary 








01 Personal services: 
Permanent positions..__................---.4..2--s.s. $49, 090 $27, 900 $27, 900 
Other personal services . __- F dean Sa 4, 203 100 100 
Total personal services....................-.-...-... 53, 293 28, 000 28, 000 
Be ak, . cee ith, oth Biden thnk tehsil be 2, 564 3, 400 3, 400 
04 Communication services____-. iaeieteerse fo be! 520 500 500 
06 Printing and reproduction .._._. pbs 2s hed 155 150 100 
07 Other contractual services _.....-..-- 0... 346 100 | 100 
Payment to “‘Administrative operations fund’’___. 43, 000 13, 000 13, 000 
Services performed by other agencies... SB . Se Tice etna tsb eave tdci 
08 Supplies and materials..__....................-.---2.L-.- 101 100 100 
11 Grants, subsidies, and contributions-_............. Jessie SEAT Gs antks-s 1, 750 1, 800 
Total program (costs—obligations) - aren tamesoatiahal 99, 999 47, 000 47,000 








Mr. THomas. Put pages 279 and 280 in the record. 
(The pages referred to follow :) 


“Apaca Finer PROGRAM” 


Administrative expenses 


Average employment 

















Amount —— 
Department Field | Total 
WE inci, ncinaipasnacpanicia wasabi ates oie $47, 000 Be cabitieivate | 3 
ee eS a ee obi onueiets a I ol oe 5 
Pee chaitinctterdanukionabitidinndina nde 47, 000 3 > 3 


: 
i 
{ 
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GENERAL STATEMENT 


This item prescribes the extent to which funds in the abaca fiber program ac- 
count may be utilized for expenses of administering the program during 1959. 
It provides for $47,000, the same as for 1958, a decrease of $52,999 from 1957. 

Description and financial details of the program are covered in statements 
which follow. 

APPROPRIATION LANGUAGE 


Abaca fiber program: Not to exceed $47,000 of funds available to the General 
Services Administration for the abaca fiber program shall be available for ad- 
ministrative expenses incident to the abaca fiber program, to be computed on 
an aecrual basis, and to be exclusive of the interest paid, depreciation, capitalized 
expenditures, expenses in connection with the acquisition, protection, operation, 
maintenance, improvement, or disposition of real or personal property relating 
to the abaca fiber program, and expenses of services performed on a contract 
or fee basis in connection with the performance of legal services. 


JUSTIFICATION 


Administrative expenses fall into two categories, as follows: 


1957 1958 1959 
1. Program supervision -----....-.-. ee ee ee $56, 999 $34, 000 $34, 000 
in Meme INAREEE CURBURCIONS i. nn nna mennnenccs see ennce 43, 000 13, 000 13, 000 
PEEL CRI dtd. onde gain pip Cho dogo un saceWn cake ieee 99, 999 47, 000 47, 000 
(Retirement mecldded direct)... 5... 22 sh Sas nn sis nde pag] ecwwens ceowanen (1, 750) (1, 800) 


1. Program Supervision.—Supervision of the program is provided by a staff 
of three, namely: Chief of branch; one production specialist; and one stenog- 
rapher. This staff has been ¢ut from a high of 11 in prior years, 2 positions 
being eliminated in 1958. Function of staff is essentially as follows: 

(a) Establishment of operating policy, and assisting Office of Defense Mobi- 
lization and other governmental agencies in development of plans and programs 
for meeting abaca fiber requirements in time of emergency. 

(6) Administration of operating contracts with United Fruit Co., under which 
plantation activities are conducted. This involves making day-to-day decisions 
concerning plantation management, establishment of uniform agricultural and 
production practices, liaison with other governments in countries in which plan- 
tations are located, determination of propriety and economics of all expenditures 
made under the contract (about $2.5 million per year), construction of plantation 
facilities, acquisition of materials and supplies required for plantation opera- 
tions, sale of excess facilities, ete. 

(ec) Secheduling of shipments of fiber from Central America for transfer to 
the stockpile, and sale to industry of material not required by the stockpile. 

Office of Defense Mobilization is now assembling new requirement data and 
has advised that it will notify GSA as to future action under this program early 
in calendar year 1958. Any further reduction in the scope of the program 
which may result from the ODM study would probably reduce cash requirements 
for plantation costs; however, there would be no effect upon fund requirements 
for administrative operations. The staff has been reduced to the barest mini- 
mum and would be needed through 1959 even if the program were ordered 
liquidated, inasmuch as orderly liquidation, including harvesting of all standing 
cutivations and disposal of remaining assets, valued at approximately $5 million, 
would require from 1 year to 18 months. 
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2. Administrative operations—Financial, administrative, and legal services 
and management supervision are performed by integrated staff activities of 
GSA as set forth under Consolidated Administrative Operations. 








Distribution of cost 1957 perform- | 1958 financing] 1959 estimate 
ance 


Financial services..__............---.-...4-- 

Administrative services.._...............--.-- 
Legal services... ..-.........-....- 
Management supervision. _-__.__- 


Performance cost _ - 
Retirement 


Total estimate ___....__- 


Estimated man-year equivalent. _- 





EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 


Personal services and staffing.—$28,000 for 3 positions for program supervision 
in central office. 


Other objects.—$19,000, of which $13,000 is for payment to Administrative 
Operations Fund for administrative operations to support the program; $3,400 
for travel; and $2,600 for other minor object expense. 


Mr. Tuomas. The next item for the consideration of the committee 
is the abaca program, 

You received $47,000 last year, and your request for 1959 fiscal year 
is in the same amount, $47,000. You have a total of three people 
located where? 

Mr. Casvo. Washington, D. C. 

Mr. Tuomas. Your justification states: 

This item prescribes the extent to which funds in the abaca-fiber-program 
account may be utilized for expenses of administering the program during 1959. 


You further state: 


Not to exceed $47,000 of funds available to the General Services Administra- 
tion for the abaca-fiber program shall be available for administrative expenses 
incident to the abaca-fiber program, to be computed on an accrual basis, and be 
exclusive of the interest paid, depreciation, capitalized expenditures, expenses in 
connection with the acquisition, protection, operation, maintenance, improve- 
ment, or disposition of real or personal property relating to the abaca-fiber 


program. 

_ You have the responsibility for supervising the program, the estab- 
lishment of operating policies, the administering of operating con- 
tracts with the United Fruit Co., and so forth. 


ACREAGE AND PRODUCTION COST 


How many acres will you have in production in 1959? 
Mr. Casto. 8,500. 
Mr. THomas. How many did you have in 1958? 


Mr. Casto. 8,500 at the present time, but we have an authorization 
of 15,000. 


We are operating 2 plantations, 1 in Costa Rica of 5,000 acres, and 
the other in Guatemala of 3,500 acres. 
Mr. Toomas. What was your production ? 


22311—58—pt. 2——-25 
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Mr. Casto. We anticipate producing 7 million pounds of abaca in 

oe year 1959. We will produce: 12,730,000 pounds in fiscal year 
958. 

Mr. Tuomas. 12,730,000 pounds? 

Mr. Casto, Yes, sir; that is brought about because we are butcher 
harvesting 1 plantation in Honduras. 

Mr. Tomas. What did it cost you per pound ? 

Mr. Casto. We now figure it will cost us, roughly, 21 cents in 1958 
and 28.2 in 1959 or an average of 23.9 cents per pound to produce, 

Mr. Tuomas. What is the market value? 

Mr. Casto. The market value is 26 cents. 

Mr. Tuomas. Can you buy all of this you want now from the Philip- 
pines, and at what price? 

Mr. Casto. Yes, sir; 26 cents. 

Mr. Tuomas. Is the price of 26 cents the price of it laid down in 
New York at your warehouse, or is it the f. o. b. price? 

Mr. Casto. It is f. 0. b., port of importation. 

Mr. Tuomas,. By the time you get it.laid down in your warehouse, 
what would it be? 

Mr. Casto. We figure $18 a ton, roughly, as an average freight cost. 
We import at New Orleans, at New York, and we also import on 
the west coast, but the average inland freight, we figure, is at the 
rate of $18 per ton. 

Mr. Tuomas. 23.9 cents is your production cost on the farm? By 
the time you get it in the warehouse, what does it cost you? 

Mr. Casto. That is our production cost laid down at New York, sir. 

Mr. Tuomas. It is? 

What increase do you have when you Jay it down in a warehouse? 
Do you have that figure? 

r. Casto. We drrare an average of $3 a ton for handling it into 
storage, and we figure, roughly, $18 a ton on the average for inland 
transportation. 

Mr. Tuomas. What is the state of the market now ? 

Mr. Casto. The state of the market is firm at the present time, in 
contrast to other commodities which are soft. Abaca is considered 
firm, sir. 

ROTATION AND STORAGE 


Mr. Tuomas. This is a product which you constantly rotate every 
year; do you not? 

Mr. Casto. Yes, sir. 

Mr. Tuomas. What is the life of it while in storage? 

Mr. Casto. Five years. 

Mr. Tuomas. We have reached the saturation point in storage; have 
we not ? 

Mr. Castro. Yes, sir; we have about as much as can be handled. 


NECESSITY FOR ABACA PROGRAM 


Mr. Tuomas. Would it be wise to wind up this program? 

Mr. Castro. Well, Mr. Chairman, that is a question that ODM would 
have to answer. 

The Department of Defense advises they cannot accept substitute 
materials; they must have abaca. We have figured that we are operat- 








0 
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ing at a bare minimum. Our act expires in 1960. We are not fertiliz- 
ing and we are not conducting any’reseatch and we want ODM to 
tell us whether or not it is essential to continue this program in the 
future. We would like to know that at the earliest possible date. 

Mr. Tuomas. Who is “we” now ? 

Mr, Casto. GSA. 2 Cab ios 

Mr. Tuomas. The United Fruit Co: is not inquiring about it; is it? 

Mr, Casto. The United Fruit Co. has indicated to us that they 
would not under any circumstances continue production of abaca in 
Central America in the event the Government goes out of the abaca 
business. 

Mr. Tuomas. Who owns this land? 

Mr. Casto. The United Fruit Co. owns it. 

Mr. Tuomas. Well, do they indicate that at the end of this contract 
they are through with the program ?. 

Mr. Casro. If we butcher harvest our holdings and go out of the 
program, they are finished with it. 

Mr: Tuomas. If you do what, now? 

Mr. Casto. If we butcher harvest‘at the end of our program—— 

Mr. Tuomas. Your program expires in 1960; does it not? 

Mr. Castro. Yes, sir. 

Mr. Tuomas. It is.a lease contract ? 

Mr. Casto. Yes, sir; that is right, and if the act is not extended, they 
have told us that they will not produce any abaca in Central America. 

Mr. Tuomas. What month in 1960 does this contract expire? 

Mr. Casto. The act expires March 31, 1960. 

Mr. Tuomas. Has the company indicated it is willing to extend this 


contract or a similar contract beyond 1960 if the Government extends 
the act? 


Mr. Casto. Yes, sir. 

Mr. Tuomas. The reason I asked that question is because the world 
supply now is ample to meet our present needs, is it not, and, of course, 
the purpose of this program is a little insurance policy in case of war? 

r Tcoees We are running the program, sir, as a seedbed from 
which we could expand the stockpile on the basis of military need to 
take care of the third year’s requirement. 

We could take care, roughly, of approximately 2 years’ requirements 
using abaca and forcing the military to accept sisal as a substitute. 
We could not take care of the third year’s requirement unless we had 
a seedbed in Central America from which we could crash-expand 
for the third year. 

Mr. Tuomas. That.is based on the assumption that the world supply 
in the Philippines and other places is cut off ? 

Mr. Casto. That is right. 


SUMMARY JUSTIFICATION DATA 
Mr. Tuomas. At this point in the record we will insert pages 283 


and 284 of the justifications. 
(The pages referred to follow :) 
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“ApacA Frspen PRoGRAM” 
GENERAL STATEMENT 


“Production and sale of abaca fiber is authorized by the Abaca Production Act 
of 1950 (50 U. S. C. 541). This fiber, otherwise known as manila hemp, is 
considered the best fiber available for the manufacture of ropes and cables for 
ships. _No satisfactory substitute has been found for this fiber, and since it must 
be procured from foreign sources, it is included in the Government’s stockpile 
of Strategic and critical materials. 

“Because abaca,; a vegetable fiber, cannot be stored indefinitely without deterio- 
ration, and because the quantities of abaca needed during an emergency are 
considerably greater than those used in peacetime by industry, the full wartime 
requirements of this fiber may not be stockpiled without incurring substantial 
financial losses periodically as the inventory requires replacement. 

“Under the existing program, the stockpile is maintained at that level at which 
surplus fiber can be consumed by industry as it is replaced with fresh fiber 
(rotation). The stockpile, though limited, would provide immediate needs in 
an emergency. Abaca cannot be propagated from actual seed; rather, it must 
be planted from the roots, or rhizomes, of standing cultivations. The Central 
American cultivations maintained under the abaca program represent the seed- 
bed from which to expand in time of war. 

“Budget program.—Highlights of past and contemplated program operations 
are as Satows ; 


1957 actual | 1958 estimate | 1959 estimate 


Acreage authorized by Office of Defense Mobilization f 15, 000 * 000 
Acreage in cultivation 8 500 
7, 000 one 
7,000, ~ 
Seles price per pound 23.5 


Li 22.5 .9 
DY BO BR cnc n-cntin dy babe teeeiede pounds... ‘ 5 1, 109, 650 


“Production operations are conducted by means of a contract with United 
Fruit Co., under, which the company is reimbursed for actual operating ex- 
penditures, plus a management fee. The operating projects are located in Costa 
Rica and Guatemala. Operations at the Panama project were terminated in 
1955. and the factory is being maintained in standby. On March 11, 1957, the 
Office of Defense Mobilization (which by delegation acts for the President with 
respect to acreage determinations under the program) directed that the 
Honduras plantation be liquidated and the factory placed in standby. Upon 
completion of final harvesting at Honduras, the program acreage will be reduced 
to 8,500—5,000 in Costa Rica and 3,500 in Guatemala. The program is under 
eontinuous review by the Office of Defense Mobilization with a view to adjust- 
ment of the acreage in accordance with current emergency plans. 

“Cash cost of all fiber to be produced in 1958 has been reduced from 26.3 
cents to 21 cents per pound, the reduction also stemming directly from the lower 
eost of production in Honduras, where costs are expected to average approxi- 
mately 12 cents per pound, as compared, for example, to 31.8 cents in Costa Rica 
and 28.8 cents in Guatemala. 

“Production and cost rates are estimated at substantially the same levels as 
in 1958 with respect to the two projects to be continued. Gross production and 
disbursements will be lower in 1959 primarily because of the elimination of the 
Honduras operation. Production in 1959 is estimated at 7 million pounds, at a 
cost of 28.2 cents per pound. All of this production is scheduled for delivery to 
the stockpile. at an average price of 23.5 cents per pound. The present price 
for top grades is approximately 27 cents per pound. Net loss for 1959, after all 
charges, is estimated at $762,033. 

“Present and projected program losses are attributable primarily to low 
production. Harvesting may be carried on only at rates which agricultural 
experts will certify as being consistent with the health of the cultivations ; other- 
wise the seed potential of the cultivations will be jeopardized. The condition 
of the cultivations must be kept at the highest possible level, since the primary 
purpose of the program at this time is to maintain a seedbed for expansion in 
time of emergeney” (from the budget for 1959). 
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Production and consumption statistics —World 


production and consumption 
of abaca is as follows: 





[In millions of pounds} 


Calendar 











Oalendar 
year 1956 
















Production: 
Pants. oi ine bcinn dé, hi hedne Mae dodanie 
Central America 
Other _...-. 









Consumption: 
Tare Wa nar «re ee ee ee eee 39 38 f 
BIT scosisdcscxasive onienchenineicscctbaninn inser alusigbeiinens Teaciaiataen inte, ae aaa eee 47 | 43 : 
ae, doe meme Es OA eno, 4 cists i msbltronddis ioaila menial ny nies a aaa aaaiitan 71 70 i 
SSSI oS 
etetiohaes trtaitaloon ee (ee 16 16 | 





The amount shown for Central America is under the Abaca Production Act. 
Production from this source is sold to the stockpile under the rotation program. 
Mr. THomas. Of course, your big production comes from the ; 
Philippines; does it not? . 
Mr. Castro. That is correct. 


GENERAL ITEMS 


WITNESSES 


JAMES F. LYNN, ADMINISTRATIVE ASSISTANT TO THE ADMINIS- 
TRATOR 

ALEXANDER M. LANKLER, SPECIAL ASSISTANT TO ADMINISTRA- 
TOR, CONGRESSIONAL AND PUBLIC AFFAIRS ; 

HAROLD W. SHEEHAN, ACTING DIRECTOR, FEDERAL FACILITIES 
CORPORATION 

THOMAS J. DOHERTY, LOAN EXAMINER (LIQUIDATION OF RFC) 








SALARIES AND Expenses, OFFICE OF THE ADMINISTRATOR 


Mr. Tuomas. We shall insert into the record at this point pages 
289 and 290 of the justifications. 
(The pages referred to follow :) 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 
















Programm by activities: Executive direction (total obligations) __ $162, 817 $200, 000 $200, 000 


Financing: 
Comparative transfers to other accounts. 1. 0.2 2-0 5-1 su. 225, 968 COG tS. sk 


Unobligated balance no longer available. ........_..---..- 


Appropriation (new obligational authority) -.._....__- 
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Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number of anent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average GS grade and salary... 


01 Personal services: 
Permanent positions 
Positions other than permanent 
Other personal services 


Communication services. .............- 
Printing and reproduction 
Other contractual services 
ices performed by other agencies 
Supplies and materials 
Equipment. | 
Grants, subsidies, and contributions...................-.- 
Refunds, awards, and indemnities 
Taxes and assessments 


Total obligations 


Se=Se QSF8 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 


Summary reconciliation of 1959 estimates to 1958 funds 


1957 appropriation $395, 000 
1958 budget estimate 


ige0 Geereorieeon in annual act................-.......-.....«---L 260, 000 
Comparative transfer to: 

Operating expenses, PBS 

Operating expenses, FSS 

Operating expenses, NARS 

Operating expenses, TPUS 

Strategic and critical materials 


Comparative total for 1958 
Total estimate for 1959 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 


GENERAL STATEMENT 


“Policy direction and coordination of all programs of the administration are 
provided by the Administrator with the assistance of a small central staff.” 
(From the budget for 1959.) 


APPROPRIATION LANGUAGE 


“Salaries and expenses, Office of Administrator: For expenses of executive 
direction for activities under the control of the General Services Administra- 
tion, including not to exceed [$8,000] $7,000 for expenses of travel, and not to 
exceed $250 for purchase of newspapers and periodicals ; [$260,000] $200,000.” 
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JUSTIFICATION 


The staff assists the Administrator with particular emphasis on (1) coordina- 
tion of all major GSA programs, (2) specialized review of major controversial 
transactions, and (3) performance of top policy assignments. 

For 1957 and 1958 this item financed the function of liaison with various 
agencies of Government, Congress, and commercial enterprises. For 1959 it is 
proposed that it be financed under the administrative operations fund, in the 
same manner as other staff functions. A corresponding net reduction of $60,000 
in this item has been made in 1957 and 1958 by comparative transfers, 


Performance cost 
Retirement 


Total estimate 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet.) 
Personal services and stafing.—$167,900 provides for average employment of 
20 man-year all in the central office as compared to 19.5 man-years in 1958. 


Distribution of employment 


Other objects.—$32,000, or 16 percent of total estimates, includes $7,000 for 
280 travel days, at $25; $10,600 for contribution to retirement fund; and re- 
mainder of $14,500 for normal office expenses, 

Mr. Tuomas. This item has already been discussed. “It seems as 
if it is a modest figure for the Office of the Administrator. I under- 
stand he does not work but 16 hours a day, and I am wondering what 
he does with those other 8 hours. 

Mr. Forres, I have never known how they got that figure up to 26. 

So far as I know, I have one person besides myself. 

Mr. THomas. You mean you have not found those others as yet? 

Mr. Forres. Of course, I have the Board of Review and messengers, 
and what not. 

_Mr. Txomas. Well, it is not quite 26. The figure here is 20 po- 
sitions. 
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Freperau Faciuirires Corroration Funp 
Program and financing 
1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 


et eedinginn == anathesacg = acceso teet nee $176, 917 $50, 000 $50, 000 
M, Cpmbsi id. Si ous sl SRI BU. 52h 85. 2238 SORE: «ak. 55 des} - Recccpae ag 
Total accrued administrative expenses__...-...-_-__- 393, 318 50, 000 50, 000 


Financing: Unobligated balance no longer available 
Limitation_._..__... Se ee ee a 425, 000 50, 000 50, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 





























Total number of ee i ar hidealin ieee avis teapots 68 9 6 
Full-time equiv t of all other positions.................._-- 5. 1... ee etn t ; 
Average number all employees --_-_._____- a tere ee Se 47 6 6 
Number of employees at end of year_..-......_..-._-.-...-_-- 23 6 6 
Average GS grade and salary___._._-..__..__- . on 10.0 $7,836 | 11.5 $8,977 | 10.3 $8,146 
Average salary of ungraded positions.._.._........_. Sakis J aon ah, saa 
4 01 Personal services: 
Permanent SE Co ened bieedamer inca amd ae ae aera $332, 058 $35, 675 $31, 975 
Positions other than permanent-_.....-...-....-..-- , eee Oe ahi TIA. 
i Other personal services... .................-.----.--.-- 4, 354 125 125 
{ Total personal services_-__._.._- fJer-dhetc. saute 343, 206 35, 800 32, 100 
; as. Siren near sinas meinenaeeoncneieten sania 5, 209 2, 000 3, 500 
a no cee nnsaapecnnsnesibe as 600 
04 Communication services_- 4, 163 800 1, 100 
05 Rents and utility services_ 24, 376 4, 800 4, 800 
06 Printing and reproduction. 179 100 600 
07 Other contractual services 2, 511 600 1, 100 
Services performed by other agencies ____--_- eae 12, 274 3, 000 3, 500 
GP“ Gaippaen Gee Geta -- =~ == 5 = 552-5 cess coccccccsscet es 814 500 600 
11. Grants, subsidies, and contributions._....................|......-...---- 2, 400 2, 100 
Total accrued administrative expenses. ----- eons 393, 318 50, 000 50, 000 


Mr. Tuomas. At this point in the record we will insert page 293 
of the justifications. 

This is anew activity for GSA, the Federal Facilities Corporation, 
which has been transferred to’you with four jobs. 

(The page referred to follows:) 


“FepERAL Factuit1gs CoRPORATION FuNpD’’ 


Administrative expenses 


Average employment 








Amount | pepe Nhe Edie eae 
Department Field Total 
RE se as ek ok Ls $50, 000 46 |..24. 
Ce Pe So ha ok ke ta pnb ome —.4 
ail iil ia cucteleiomemiartiscnd atbinnantiss 50, 000 | 4.0 | 





GENERAL STATEMENT 


The Federal Facilities Corporation was transferred to GSA pursuant to Ex- 
ecutive Order 10720, dated July 11, 1957. The functions of the Corporation 
are under the immediate supervision of a Director. In addition to the Director 
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and a secretary paid outside the limitation, it is anticipated that the program 
in 1959 will require 2 engineers, a secretary, and an accounting clerk, for which 
an administrative limitation of $50,000 is requested. 


Description and financial details of the program are covered in statements 
which follow. 


APPROPRIATION LANGUAGE 


“Limitation on administrative expenses, Federal Facilities Corporation: Not 
to exceed $50,000 shall be available during the fiscal year [1958] 1959 for all 
administrative expenses of the Corporation (including use of the services and 
facilities of Federal Reserve banks), to be computed on an accrual basis, and to 
be exclusive of interest paid, depreciation, capitalized expenditures, expenses 
in connection with the acquisition, protection, operation, maintenance, improve- 
ment, or disposition of real or personal property belonging to the Corporation 
or in which it has an interest, expenses of services performed on a Contract 
or fee basis in connection with the performance of legal services, and all ad- 
ministrative expenses reimbursable from other Government agencies.” (From 
the budget for 1959.) 


JUSTIFICATION 


The administrative expenses estimated for fiscal year 1959 provide for (1) 
semiannual inspections at each synthetic rubber plant, which was sold subject 
to the national security Clause, to determine if the owner is abiding by the 
terms of the sales contract; (2) servicing of purchase money mortgages ac- 
quired in the disposal of the synthetic rubber.plants and the tin-producing 
facility; and (3) handling miscellaneous liquidation functions in connection 
with claims and a lawsuit arising out of an operating agreement. 


PERSONAL SERVICES 


Mr. THomas. Where are these 4 people located? Are they over 
in your building in Government space, or private space? [Reading:] 

The Federal Facilities Corporation was transferred to GSA pursuant to 
Executive Order 10720, dated July 11, 1957. The functions of the Corporation 
are under the immediate supervision of a Director. In addition to the Director 
and a secretary paid outside the limitation, it is anticipated that the program 
in 1959 will require 2 engineers, a secretary, and an accounting clerk, for which 
an administrative limitation of $50,000 is requested. 

Where are these people located ? 

Mr. Fiore. They are in our building at 18th Street and New York 
Avenue NW. 

Mr. Tuomas (reading) : 


The administrative expenses estimated for fiscal year 1959 provide for (1) 
semiannual inspections at each synthetic rubber plant. 


GSA now has jurisdiction over the synthetic rubber plants? Is 
there anything else? 

I note you say this is for the purpose of determining if the owner 
is abiding by the terms of the sales contract. 

It looks to me as if we could very well wind this up and, maybe, 
keep one man here. 

The rubber plants have been sold, and the purchasers are happy. 
They have gotten, perhaps, a great bargain. They did not buy only 
some old equipment; they bought, perhaps, one of the best markets in 
the world, and that is the domestic market. 

Who has this item ? 

Mr. Froers. Mr. Sheehan will cover that. 

Mr. Tuomas. You do not need 3 or 4 people running around look- 
ing over these plants, do you? You could not take these plants away 
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from the operators with a shotgun. They would not give them up. 
They have already paid for them? | J 

r. SueeHan. Yes, sir; out of the $286 million received, all was 
cash except $9. million which is represented by 4 mortgages, and they 
are all good. 
Mr. esunte. You could not take them.away from the operators 
with a shotgun. 

Mr. Surenan. No, sir; the pu Mr. Chairman, as you will re- 
call, is that the Armed Services ‘ommittee wrote into the law a re- 
quirement. fora very rigid national security clause, so that for 10 
years from the date that those plants were sold—and the bulk of them 
were sold in 1955—we have to keep a semiannual check on those plants, 
which means a physical inspection. 

Mr. Tuomas. As a matter of fact, instead of those people letting 
those properties go down, they have improved them. 

Mr. Suernan. There has been a tremendous expansion. 

Mr. Tuomas. We see your problem. 

Mr. SuHeenan. Yes, sir; thank you, 


Reconstruction Finance Corporation LiguiatTion Funp 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


—_— —- 


Program by activities: 
1, Liquidation of World War IT assets and liabilities_____- 
2. Liquidation of Smaller War Plants Corporation 

Total 

Deduct portion not chargeable to limitation 


Total accrued administrative expenses 
Financing: Comparative transfers from (—) other accounts. _. 


Object classification 


1957 actual | 1958 estimate 


$55, 000 $54, 000 


Mr. Tuomas, At this point in the record we will insert pages 305 
of the justifications. 
(The page referred to follows:) 


RECONSTRUCTION FINANCE CORPORATION LIQUIDATION FuND 


Administrative expenses 
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GENERAL STATEMENT 


Liquidation functions in connection with (1) RFC assets acquired in its 
World War II activities, and (2) assets of the Smaller War Plants Corpora- 
tion, were transferred from the Secretary of the Treasury to GSA pursuant 
to Reorganization Plan No. 1 of 1957. This item prescribes extent to which 
funds may be expended for administering the liquidation functions. F 
Description aud financial details of the programs are covered in statements I 
which follow. 
APPROPRIATION LANGUAGE 


“Limitation on administrative expenses, Reconstruction Finance Corpora- 
tion liquidation fund: Not to exceed [$800,000] $54,000 (to be computed on 
an accrual basis) of the funds derived from [Reconstruction Finance Corpo- . 
ration activities (except those conducted under section 409 of the Federal 
Civil Defense Act of 1950)] liquidation of functions of Reconstruction Finance i 
Corporation transferred to General Services Administration under Reorganiza- ' 
tion Plan No. 1 of 1957 (22 F. R. 4633), shall be available during the current 
fiscal year for administrative expenses incident to the liquidation of said ; 
(Corporation, including use of the services and facilities of the Federal Re- 
serve banks] functions: Provided, That as used herein the term “administra- 
tive expenses” shall be construed to include all salaries and wages, services 
performed on a contract or fee basis, and travel and other expenses, including 
the purchase of equipment and supplies, of administrative offices: Provided 
further, That the limiting amount heretofore stated for administrative ex- 
penses shall be increased by an amount which does not exceed the aggregate 
eost of salaries, wages, travel, and other expenses of persons employed out- 
side the continental United States; the expenses of services performed on 3 
eontract or fee basis in connection with the termination of contracts or in the 
performance of legal services; and all administrative expenses reimbursable 
from other Government agencies: Provided further, That the distribution of 
administrative expenses to the accounts [of the Corporation] shall be made in 
accordance with generally recognized accounting principles and practices,” 


































JUSTIFICATION 


The employees performing the liquidation functions and transferred to GSA 
effective July 1, 1957, pursuant to the reorganization plan, were integrated 
with financial management and legal services personnel under the administra- 
tive operations fund. The integrated staff activities of GSA are set out under 
the consolidated administrative operations estimates for 1959. Little change is 
contemplated in the liquidation functions during 1959. 





Distribution of cost by subactivity 





1957 actual [1958 financing] 1949 estimate 













ce one koe es $32, 800 








$31, 900 

PuddglighedcsaduSagseuccacguhs oan sgedlneeeea ieee 19, 100 19, 100 

PUREED ClNG so a Setenceceseceséduschuneneeiiieesehaad 77, 900 51, 900 51, 000 
ROCIO iii nis ds inten ene bon david canada bsbaet SOeee Se +3, 100 +3, 000 















Mr. Tuomas. This covers the administrative expense for the Recon- 
struction Finance Corporation liquidation fund in connection with 
RFC assets acquired in its World War II activities: 


RFC PAYMENTS TO FREEPORT SULPHUR CO. 






In that regard I wish someone would. get out. the record and find 
out what the RFC paid to,.the Freeport Sulphur Co. for that lease.in 
Cuba on a tonnage basis. 
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Someone said yesterday that their records had been destroyed, and 
so forth and so on. 

Did you ascertain that information ? 

Mr. Meprry. Not yet. Weare trying. 

Mr. Tuomas. You do not mean to say that the GSA does not have 
enough curiousity to go out there and find out what its predecessor 
paid these people in the way’of royalties. I would think you people 
have more curiosity than that. 

Mr. Mepiey: We do.’ As a matter of fact, an old friend of mine 
who used to be controller of the Metals Reserve 'Company which, as 
you know, was a subsidiary of the RFC, is out in Detroit, and if we 
could not find out anything any other way, we propose to call him. 

Mr. Tuomas. I do not see how you could make'a contract anda 
to pay a certain figure for royalties for this year without knowing 
what the agency which made the original contract agreed to pay. 

Mr. Frorre. That was made 10 years ago, you know. 

Mr. Tuomas. That still does not make any difference. You would 
certainly want some kind of a yardstick to go by. My guess is that 
Mr. Jesse Jones did not pay anything like what you people are 


paying. 
Mr. Frorre. Mr. Fredell, could you respond to that? 

Mr. Frevert. Mr. Chairman, we are paying royalties under the 
agreement that was made by Metals Reserve Company. 

Mr. Tuomas, Well, that is what we are asking. What was that 
agreement? 

Mr. Frepett. The Metals Reserve Company made an option ar- 
rangement whereby they had’theoption to take the ore from the Free- 
port Co. property, at a price estimate, and it was. through the exercise 
of that option that we are now taking the ore, and that option deter- 
mines the present price that we are paying. In escalation, it now 
amounts to about $1.70 a ton. 

Mr. Tuomas. What did they pay for it when they were operating 
the plant ? 

Mr. Frepett. I do not think they paid 

Mr. Tuomas. They used thousands of tons of ore. What did they 
pay for that ore ? 

r. Frepers. At that time, Freeport Sulphur Co. itself was oper- 
ating the plant, and they were not paid in the form of a royalty. 

Mr. Tuomas. What were they paid? Were they paid a fee? 

Mr. Frepeit. They were paid a fee. 

Mr. Tuomas. They did not give that ore to the Government; did 
they ? 

Mr. Frepetu. Yes, sir. 

Mr. Tuomas. They gave the Government the ore? 

Mr. Frepetu. The arrangement was that the Government would 
pay on a basis of 30 cents base price for nickel, which was the price 
at the time these arrangements were made. The company did receive 
a royalty of 2.5 cents per pound of nickel contained in the ore, plus 
eight one-hundredths of a cent for each additional 1-cent increase in 
the price of nickel, and they were paid under their operating con- 
tract a fee for management—an operating-management fee—and 
then they were paid the cost of mining and producing the nickel. 

Mr. Tuomas. What was the fee on an annual basis? 
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Mr. Frepett. They received no fee unless their operation showed 
a profit, and during the period they operated there was no profit 
above costs; "that, is, the costs were im excess of the selling price of 
the nickel, and, therefore, there was no fee, 

Mr. Tuomas. What did they get for their ore? 

Mr. Frepett. They got nathone for the ore during the period they 
operated the plant during wartime. 

Mr. Tuomas. Yet you folks are buying it at how much a ton now? 

Mr. Frepexx. On that sliding-scale basis of the 30-cent base price, 
plus the 2.5 cents for royalties and plus the eight one-hundredths 
for the increase in price, brings it up now to 6 cents per pound of 
nickel, which is equivalent to about .$1.70.0n the present market: 

perce Eapenead That would be for a ton of ore, and not for the 
nickel 

Mr. Frepenz, Yes, sir. Ton of ore. 

Mr. Tuomas. And, when the RFC operated it, they did not pay 
bay tr 

r. Frepev.. No, sir; they did not pay anything. 

Mr. Tuomas. If you were operating it under that same contract, 
based upon. profit, I- imagine you would be paying them nothing 
instead of $1.70, also, would you not? 

Mr. Frepert, Except that we are not operating the plant now. 

Mr. Tuomas. I mean if it were operated on that basis of profit. 
It is easy to say that this costs you so much and the world market 
is so much, and, therefore, we are making so much profit. This is 
a monopoly proposition, and we set the market, do we not, or, rather, 
we are certainly a contributing factor in setting the market ? 

Mr. Frepetz. Yes, sir. 

Mr. Tuomas. That is water over the dam. So, there is no need 
crying over that. 

ADMINISTRATIVE EXPENSE 


Mr. Tuomas. What about this administrative expense of $54,000? 
For what, do you, need this $54,000,.and how many employees do you 
have? Youstate: 

The employees performing the liquidation functions and transferred to GSA 
effective July 1, 1957, pursuant to the reorganization plan, were integrated with 
financial management and legal services personnel under the administrative 
operations fund. 

You break this down into $31,900 this year for financial services ; 
legal services, $19,100; and $3,000. for retirement., "That, is a total of 
$54,000. . I note the estimated man-year equivalent is.7,6.,. Did they 
transfer any personnel, or was it, just,some paper transfer? 

Mr, Mepuey. No, sir; they transferred some personnel, Mr. Chair- 
man. 

Mr. Tuomas. How many? 

Mr. Mrpiex, I believe it was eight employees that they transferred 
to us. Mr. Doherty, who was one of the loan examiners.of RFC, 
transferred to GSA, is now on our staff; and he is here. 

Mr: Tuomas. : Please tell us about.this operation, Mr. Doherty. Mr. 
Doherty is an oldtimer, and well and favorably .kmown for many 
years. What about this item, Mr. Doherty? What are you going 
to do over there this year? 
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Mr. Donerry. I think you have me confused, Mr. Chairman, with 
Mr. Jim Dougherty, who was General Counsel of the RFC. 

Mr. Tuomas. You are still'a good man. 

Mr. Douerty. There are 6 employees at the present time, including 
myself, a lawyer, 2 stenographers, a file clerk, and 1 accounting clerk. 


WORKLOAD DATA 


Mr. Tuomas. What is your workload? What do you have left? 

Mr. Douerry. We have 15 industrial plants, which are under long- 
term leases. We have about 55 other pieces of collateral. 

Mr. Tomas. Let me read this into the record. This appears at 
page 307 of the justifications: 

It is anticipated that there will continue during 1959 the servicing of leases 
and conditional sales agreements covering 15 facilities, plus servicing of ap- 


proximately 50 other miscellaneous assets and five loans of the Smaller War 
Plants Corporation. 


So, that is 15, 50, and 5, which makes a total of 70. Then, you say: 


Financial and Legal servicing will also be required on approximately 25 
liabilities, plus approximately 100 cases in the hands of the Department of 
Justice under the complex food-subsidy program. 

I looked over some of your liabilities, and they really were not 
much of a lability. I saw one fellow listed whom I knew, and I 
called him over long distance, and talked to him about it. 

Off the record. 

(Discussion off the record.) 

Mr. Donertry. Well, the servicing of these plants, and the other 
miscellaneous items, plus numerous inquiries with regard to the many 
programs carried on by the RFC—— 

Mr. Tuomas. I note you have miscellaneous assets listed. Actually, 
what are they ? 

Mr. Donerry. There are approximately 55 of them—— 

Mr. Tuomas. What would you take in cash for those miscellaneous 
assets? Would you take $1.25 for all of them? 

Mr. Doumrry. No, sir; they produce about $20,000 a year. 

Mr. Tuomas. Now? 

Mr. Douerty. Now; yes, sir. 

Mr. Tuomas. That is worth hanging onto, then; is it not? 

Mr. Donerty. Yes, sir. 

Mr. Tuomas. How long are they going to produce? 

Mr. Douerry. Well, these plants are under leases which are sched- 
uled to expire in 1962. Some of them will run up to 1970. 

Mr. Tomas. Which one of these miscellaneous assets produces 
$20,000? 

Mr. Douerry. If you will look down there, you will see—— 

Mr. Tuomas. I see you have my city of Houston listed, which in- 
volves a sewer contract. 

Did you get any money out of those people? 

Mr. Dorerry. They hook a sewer up every now and then, and they 
Cee $250 for a connection. . 

. Tomas. For a year? 
Mr. Douerty. No, sir; each time they make a connection. 
Mr. Tuomas. And on an annuai basis how much would it be? 
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Mr. Douerry. I do not believe we have had a connection there for 
ts Tanne Le ha judgment against the F. & G. Cast- 
. (Homas. I note you have a ju en’ e¥., . Cas 
ing Co., of Brookl wv. = 
ow much is the judgment for, and how much will you get out of 
it, and when? 

Mr. Douerty. The judgment is for $2,500 and it attaches to several 
pieces of property which they sell now and then, and they pay us 
anywhere from $250 to $300 for release of the judgment. 

Mr. Tuomas. How much did they pay you last year? 

Mr. Donerry. Last year pa did not pay us anything at all, sir. 

Mr. Tuomas. How much will you get out of them this aoe 

Mr. Donerry. I cannot say. enever property is sold the judg- 
ment is paid on. 

pais Homas. For all of this $125,000 you receive about $20,000 a 

ear ' 
i Mr. Donwerty. Yes, sir. . 

Mr. TxHomas. How much does it cost you to get the $20,000? 

Mr. Donerry. $54,000 is all the expense under limitation connected 
with it, and the income from the plants is $660,000 a year. 

Mr. Sweeney. A number of lawsuits are very active, and we have 
attorneys working with the Department of Justice on it. 

Some of those involve liabilities to the Government and others in- 
volve possible recovery. 

Mr. Tuomas. How many do you have on the liability side? Is 
that 30? 

Mr. Donwerty. Yes, sir. 

Mr. Tuomas. What are those liabilities? Are they liabilities of the 
RFC, or liabilities of other people? 

I see you have General Motors Corp., Detroit, Mich., listed as one 
of your claims under the Davis-Bacon Act. 

Mr. Donzrrry. We pay a claim or two about every year. They send 
in a request when an old employee comes back and we process it. 

Mr. Tuomas. These are liabilities of the RFC ? 

Mr. Donerty. Yes, sir. 

Mr. Tuomas. We do not care to discuss those two liabilities. 

I note you have these lease agreements. Are they paying you? 

Mr. Doxuerry. $660,000 a year. 

Mr. Tuomas. How long will they last? 

Mr. Donerty. To 1970. They start to expire in 1962. 

Mr. Meptey. I think the lease agreements pay about $176,000, and 
the conditional sales contracts pay about $482,000 a year, making a 
total of $657,000 a year on both the leases and the conditional sales 
contracts. 

Mr. Tuomas. How many people do you have helping you do this? 

Mr. Douerry. Six is all, including myself. 

Mr. Evins. That is a small number running a big business. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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ConsoLIDATED ADMINISTRATIVE OPERATIONS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 












Program by activities: 


1. Financial services_._...........-.. eich pupliisaln sitet Milan cease eek $7, 651, 503 $8, 288, 500 $8, 493, 000 
S: eer EES LOTION sein iti eta ties seit 3, 199, 994 3, 543, 000 3, 633, 000 
OS Dame eee OS i lolli Wasi El 898, 469 1, 022, 000 1, 139, 000 
4. Legislative ead information services.-.......-...-.-..-- 99, 721 138, 000 146, 000 
5. Management supervision -_...........-.-.--..-.--:--..- , 000 


Total obligations 











Financing: 


Advances and reimbursements from other accounts: 
Included in limitation... _.-..........--...-....:------ 10, 645, 000 11, 100, 000 
Comparative transfers included above..___.--___- ; (60, 000)}__..- aan 
j Excluded from limitation. ..-__._........-.--...-.---. 2, 427, 866 2, 622, 500 2, 615, 000 
Comparative transfers included above. .-___...-- Z i ee ll I eat 
Unobligated balance no longer available __-..........-...- 28, 562 |... tts ish. de daees 
nr ue lennet 12, 088, 582 13, 267, 500 | 13, 715. 000 








Object classification 


j a wha 








1 | 1957 actual | 1958 estimate | 1959 estimate 


pe geen Se ——__ — —_ | —— ee 











Total number of permanent positions. ..............-.....-- yt 2, 003 | 2, 056 2,100 
Full-time equivalent of all other positions_.__._.....-......--. 21 5 3 
; Average number of all employees___...--.-.---.-. * 1,904 1, 997 2,045 
: Number of employees at end of year 1, 957 2, 052 | 2, 100 





7.0 $5, 549 


| 
| 
|= eee 
| 
| 


Average GS grade and salary 





5, 612 





01 Personal services: 


Permanent positions $10, 303, oe | $11,022,738 | $11, 439, 039 































Positions other than perm: anent____ (mint. wee $2, 5 19, 300 17, 000 

COREE, IGE OT VIONN oo on one ep cn cnn cqee ec equn san 218, 366 | 119, 862 55, 261 

Total personal services boon t3 ee ------+----| .. 10,608,981 ; 11,161, 900 | 11, 507, 300 

02 Travel Sdties de leteiedee : thd 155, 116 189, 600 | 244, 400 
03 Transportation of things B codices adel sangeet} cmeeeme i 13, 763 9, 600 10, 000 
04 Communication services pos nearer ae ; 160, 765 165, 800 | 161, 800 
05 Rents and utility services ~ccuss-phhean dae Bebn~es] 376, 779 427, 300 435, 600 
06. Printing and reproduction______...-_.._-.--.--- dumtioah 273, 583 271, 400 274, 600 
07 Other contractu4l services abs dee 8 S5 be 122,323 | 118, 600 113, 600 
Services performed by other agencies. rete dias estes 59, 258 55, 600 57, 500 

08 Supplies and materials / ao Naas aeons Peano 106, 083 106, 200 109, 400 
OO. Megipmiens «24.2. 225. 1 a ee cee 168, 479 28, 900 | 20, 100 
11 Grants, subsidies, acini ih 692, 100 746, 900 
13 Re funds, awards, and indemmnities_._........-.....-.-.---| 43, 055 35, 000 27, 000 
15 Taxes and assessments__.....__..-1..--.------.----s----- 5, 397 | 5, 500 | 5, 800 
Tobal obligetions. «2+ -st6<1 2222.2... eds cee 12, 088, 582 13, 267, 500 | 13, 715, 000 






















Mr. Tuomas. Mr, Reporter, this is a pretty good table. Put this 
page on “Consolidated Administrative Operations” in the record. 
This brings it all together under one head. It is page 325. 
(P. 325 follows:) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS OF GSA 


GENERAL STATEMENT 










This section of the justification is directed toward the “integrated staff organi- 
zation” of GSA, referred to as such in the “Administrative Operations” activities 
of each program appropriation in which financing for,.staff stpport is provided. 

There are 5 separate integrated staff organizations in GSA. Each provides 
services to support all operating programs of GSA in separate functional areas, 
such as financial, administrative, legal, and so forth. Although not all Central 
Office functions have counterparts in each of the 10 regional offices, almost 60 
percent of the employees are in the regions. 
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Each integrated staff organization is initially financed through the Adminis- 
trative Operations Fund as explained in the previous section of these justifica- 
tions. Financing and employment for the integrated staff organizations in 1957, 
1958, and 1959 as summarized below is also shown in greater detail by source of 
funds on the next page and is explained by subactivities in the text which follows. 





























1957 1958 | 1959 

|, Amount | Man- | Amount | Man- | Amount | Man- 

years years | years 
lta ltl tail attain aol BR tics ade Saas Caen OE * 
1, Financial services______-- $7, 651, 503 }1, 235.9 | $8, 288, 500 t 287.9 $8, 493, 000 1, 312. 3 
2. Administrative services_.... * 3,199,904 | 523.9} 3,543,000 | 548.2 | 3,633, 000 553.3 
3. Legal services_ >>| 898, 469 110. 4 1, 037, 000 122.7 1, 139, 000 136, 9 
4. Legislative and information serv rices_- 99, 721 10.7 138, 000 14. 4 | 146, 000 15.2 
5. Management supervision. “ é 238, 895 22.6 276, 000 _%. 5 | 304, 000 27.6 

|-—_—_——_——____-_—_— — -|-— -~—---—-} —}¥ ——$ $$} —__— 

Total. ______..---..| 12, 088, 582 [1,903.5 | 13, 282, 500 |1, 998.7 | 13, 715, 000 | 2. 045.3 
Within limitatio mn. wt .------| 9,682, 739 |1, 520.6 | 10,660,000 |1, 599.2 | 11,100,000 | 1,649.4 
Outside limitation... anaes 2, 405, 843 382.9 | 2,622, 500 | 399.5 2, 615, 000 395. 9 








The total for 1959 is $432,500 above that for 1958. This increase consists of 
the following: $60,000 for recodification of real property laws; $10,000 for 
statistical sampling of freight waybills for use in connection with traffic man- 
agement; $7,500 for the SAGE project ; $27,700 for annualizing payments to the 
retirement fund; and $327,300 for services required in connection with increased 
obligation program of $45.4 million over 1958, or 0.72 percent compared to the 
overall ratio of 1.7 percent for 1958 or 1.66 percent for 1959. 

_ Mr. Tuomas. This section of the justification is directed toward the 
integrated staff organization. It speaks for itself. 


SUMMARY OF PROGRAM 


Financial services for 1957 amounted to $7,651,503. We had man- 
years of 1,236. That was about 1,400 jobs. Then in 1958 Mr. Medley 
was giving them a bargain price. He went up to $8,288,500. His em- 
ployment went up proportionately. For 1959, never let it be said 
he ever stands still. He goes.to $8,493,000, and the employment goes 
up likewise. Of course, with administrative services and legal services 
and so forth it all adds up to about $11.1 million for 1959 against $10.6 
million within the limitation. 

The employment for 1958 was 1,599 against 1,649 for this year, 
and then outside the limitation there is another 400. Then he follows 
that with a very nice table on the financial arrangements under the 
administration operations fund. 

_ I doubt if it is advisable to put this in the record. It breaks it down 
into component parts. 

Put page 328 in the record, a consolidated table showing Financial 
Services. Follow that with the table on 338, showing administrative 
services. That is broken down. We poor lawyers come in last for 
only $1,139,000. Put page 346 in the record. 


22311—58—pt. 2——26 
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(The pages referred to follow :) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


1. Financial services 


Average employment 


Department Field 


HIGHLIGHT 


Complete financial services for all GSA programs are provided under this 
activity, including planning, installation, supervision and improvement of finan- 
cial systems and supporting services such as inventory accounting, cost account- 
ing, billing and collection operations, etc., that constitute an integral part of 
major program operations, some of which are the stockpile, stores depots, motor 
pool, and building operations. 

Financial services include all phases of budget administration; accounting 
and reporting services; credit extension and financial analyses; and conduct of 
audits. Governmentwide inventories of real property are developed and assis- 
tance is provided other executive agencies with property accounting systems. 

Financial services are performed in the central office through 7 principal sub- 
activities with operations of 4 extending to each of 10 regional offices under 
supervision of regional comptrollers. 


Distribution by subactivity 


1957 


ir 


{3} General supervision ! 


(6) Budget ! 
(c) Accounting 


(1) Accounting systems 
(2) Accounting reports 
(3) Accounting operations 


Eee 
33x 


BES 
Ree 


Bow 
orow 


8, 043, 600 
+449, 400 


8, 493, 000 


3, 774, 100 
4, 718, 900 


1 Components with regional counterparts. 


The increase of $204,500 in the estimate for 1959 represents an increase of 
2.5 percent over 1958 and is required as follows: 

(1) An increase of $67,200 to provide basic audit coverage for GSA activities. 

(2) Increases in such programs as sales of common-use items and motor pools 
will require an additional $82,000 for accounting operations. 

(3) Statistical sampling of freight waybills for use by traffic management 
activities is provided for at a cost of $10,000. 

(4) Retirement fund will require an additional $31,100. 

(5) Other minor net increases of $14,200. 





CoNSOLIDATED ADMINISTRATIVE OPERATIONS 


2. Administrative services 


| 


Average employment 


Amount . ES 
Department Field Total 
piahnndlidiimindbeaenaeee | 
FOG} EO eee $3, 543, 000 238.9 309.3 548. 2 
COIIN. dons a <2 nal aeagnnbeeeocod ance +90, 000 +2.3 +2.8 +65.1 
I ciacstnckedlnc paceaninutindaeia ee 3, 633, 000 241.2 312.1 553.3 
HIGHLIGHT 


Administrative services, under the direction of the administrative assistant 
to the Administrator, include (1) administration of a comprehensive personnel- 
management program; (2) performance of internal GSA office services of sup- 
plies, equipment, space, messenger, and communications service; (3) adminis- 
tration of the internal GSA records program; (4) administration of the agency- 
wide management improvement program, evaluation of organization, and com- 
prehensive issuance system for GSA regulations and other documents affecting 
internal and external operations; (5) maintenance and enforcement of a com- 
prehensive security program; (6) administration of a preventive-deterrent pro- 
gram to diminish incidence of fraud and related irregularities with respect to 
GSA programs, and detention of crimes in Government buildings; (7) admin- 
istration of the mobilization planning activities of GSA, including coordination 
of support services and assistance to other civilian executive agencies; (8) con- 
tinuing review of governmentwide procurement policies and methods, including 
methods for assistance to small business, and furnishing of procurement assist- 
ance and information to private business and the public; and (9) administra- 
tion and coordination of an agencywide management reporting system. 

Administrative services are performed in the central office through 8 sub- 
activities with operations of 5 extending to each of 10 regional offices. 


Distribution by subactivity 


1957 














1959 

Amount | Man- Amount | Man- 

years years 
(a) General supervision !_...............- $156, 156 16.8 $116, 800 12.9 
(b) Personnel t____ oni eigiemes a 1,078,168 | 181.4 1, 200, 700 192.7 
¢) Procurement and business services !___ 141, 223 15.6 172, 300 18.5 
yi Organization and methods !.________- 356, 862 44.7 418, 400 52.5 
(e) Administrative facilities !_.........._- 947,744 | 199.9 954, 500 200. 5 
% Ma ment Teperts......Jic......... 70, 399 6.9 69, 500 7.8 
a a Se 278, 589 35. 1 315, 400 42.8 
Car) GIG cn pusbbe thn < cee. Sette - 250 170, 853 23.5 178, 900 25. 6 
Performance cost........./.......- 3,199,904 | 523.9 3, 426, 500 553.3 

RR. candids on ncnnn dated ders oo. leave ccanssaieewwens +206, 500 |_.....- 
Total estimate_................-..- eins sere angerdpewwion iis 3, 633, 000 {...._... 

Distribution by location: 

Departments .tc2....... i0.525..... 1,531,419 | 221.5 1,717,500 | 238.9) 1,757,000 241.2 
WON hoes cag 1, 668, 575 | 302.4] 1,825,500 | 309.3) 1,876,000 312.1 


1 Components with regional counterparts. 


It is estimated that supporting administrative services will cost only an addi- 
tional 2.5 percent or $90,000. Of this sum, $12,700 is for the full-year pay ment 
to the retirement fund. 





402 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


3. Legal services 


Average employment 


} | 
Department | Field | Total 


1 $1, 037, 000 84.7 | 38.0 | 
+102, 000 +14.0 +.2 | 
98.7 | 38.2 | 





1 Includes $15,000 from proposed Giiall nental under operating expenses, TPUS. 


HIGHLIGHT 


Direction, supervision, and performance of all legal activities is provided, 
including legal counsel to Administrator and all service and staff officials, Legal 
services, under direction of General Counsel, are performed in central office 
through 6 subactivities, with field service provided under 10 regional counsels. 
Legal services required in support of programs of GSA differ for each major 
program area as set forth below. 





1959 
Distribution by subactivity | 
| Amount | Man- | Amount | Man- | Amount! Man- 
i , years 
(a) General supervision ius. -Tuuereeoees : ‘ 9.6 | $98,909 | 10.3 
(6) Real property services 328 Lf : |. 453 404, 100 | 53. 
(c) Persorial property services. ...............-- 90, 2 3 ; | 36.7 205, 200 | 28. : 
(d) Defense materials services_.- ; 1 .4 1 . 20.0 154, 000 | 18. 
(e) Transportation and public utili ties services... 67, 3 | 7,3 13.2 | 144,900 17. 
(f) Records and administrative services. ._.- E 51, 409 | ‘ | 8.5} 65,000 | 


Performance costs...._- tei | 98, 409 | 979, 200 | 122.7 |1,073, 100-4 
Retirement... ___- 7 57,8 +65, 900 


Total estimate awe : | , 037, | jt, 139, 000 





Distribution by location: | 
Departmental. -.__-- = jenjen 613, 331 ; , 500 | > 812, 200 
Regional ____- Secltisoa we csoeu bees <p 8A 1 5. 2 322, oa 326, 800 








Source of funds: 
Included in limitation: 
Operating expenses, PBS tS aOR $193, 064 $305, 200 $337, 100 
Repair and improvement. -_- bdo Se 65, 400 92, 200 79, 200 
Sites and expenses (lease-pi urehase) Bn. ts88 2S 31, 804 26, 400 37, 600 
Operating expenses, FSS... bab b ees 121, 968 85, 100 112, 100 
Expenses, supply distribution _-...............-.-. 81, 323 91, 900 102, 000 
Operating expenses, NARS. a be eweratiies 2s O0ws 19, 200 17, 000 17, 700 
Operating expenses, TPUS cs. ----- 2. 04. ---..---.- i 81, 465 193, 100 144, 900 
Strategie and critical materials . 94, 221 98, 600 9, 600 
Administrative expenses, abaca fiber program wows 4, 958 q 4, 500 
RFC liquidation fund _. se ‘ , 32, 100 20, 20,3 300 


Subtotal, included in limitation 





Excluded from limitation: | 
Expansion of defense prodtction _- : ; 25, 125, 000 
Brildings management fund ..| A, i, 6, 000 
Constriction services. whe ecwae 2, | 35, | 35, 000 
Federal Civil Defense Administration __ , 570 | 2, 2, 000 
Administrative expenses, foreign aid procurements 7,000 
Commodity Credit Corporation. - .. . 2, 000 
Acquisition of strategic minerals 8, 000 
Other miscellaneous reimbursements les: 





Subtotal, excluded from limitation.__..........___-_| 172, 966 | 192, 700 185, 000 


808, 466 1, 037, 000 | 1, 139, 000 





1 Includes $15,000 from proposed supplemental under operating expenses, TPUS. 
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Mr. Tuomas. Legislative and information. services have a spot. 
There is $146,000 ‘broken down. Then the top layer on the top, man- 


agement supervision is $304,000. Mr. Reporter put pages 353 and 356 
in the record. 


(Pages 353 and 356 follow: ) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


4. Legislative and.information services 





| 
Average employment 








Amount | 
Depart- | Field Total 
ment 
WO tO LOA. Vila aca es $138, 000 Oh 282. 14.4 
Chentes acsaK.- 3. estos s-ndds 25 - ee -e hae , 000 +-o8fT: .. ii deebed +.8 
Peg teas axnoaeaadcasehaapelimmdinettanaamne | 146, 000 | TTaE Lenoudetinecan 15.2 
HIGHLIGHT 


Direction, supervision, and performance of all legislative and information 
Services is provided, including legislative counsel to Administrator and other 
GSA officials, and dissemination of essential data for use im assisting the 
business public. 

Legislative and information services are performed in the central office and 
are distributed by subactivity as follows: 


Distribution by subactivity 









































1957 1958 1959 
| 
. Se ee en on a 
rr Amount t | Man-years| Amount | Man- years) Amount Man-years 
— ee ——— Seema — — — bs —— 
(a) Legislative__-__- | gaaarz | 45 | $74, 700 | 8.2 $77, 400 8.5 
(>) Information. _............| 6, 544 | 6.2 56, 800 | 6.2 | 60, 300 | 6.7 
Performance cost.....__| 99, 721 ia “10.7 130, 500 14.4 | 137,700 15.2 
ae eae ail ne +7, 500 in cpanel +8, 300 leranrs-? 
Total estimate__._-._._.|_- bE ahaa) 138, 000. | -. eas 146, 000 | | 
| | i i 
Source of funds 
1957 | 1958 1959 
performance financing estimate 
Included in limitations; 
Operating expenses, PBS. .........--.----------.---++---- $34, 056 $72, 600 $4, 200 
Repair and improvement ._..................- 170 200 
Sites and expenses (lease eee 15, 510 17, 800 18, i00 
Operating expenses, FSS _._._- ~e 16, 361 11, 400 15, 000 
Expenses, supply distribution. ...-...---.------ ; 3, 407 3, 800 14, 300 
Operating expenses: 
NARS....-..- 5, 534 4, 900 5, 100 
TPUS oe . 1, 931 2, 000 2, 800 
Strategic and critical materials........-__.- Shai 14, 684 15, 400 15, 400 
Subtotal, included in limitation _.......................- 91, 653 128, 100 136, 000 
Excluded from limitation: 
Expansion of defense production. _-..................-..-..- 3, 635 4, 400 4, 400 
I IE oats delin~ sun eeeirnnaeades 4, 317 5, 300 5, 300 
Administration expenses, foreign aid procurements-.__-_-- 116 200 300 
Subtotal, excluded from limitation_._............- pues 8, 068 9, 900 10, 000 
TWGile ta 34 on ek Bes aletingsitic aida wetn at 99, 721 138, 000 146, 000 
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‘ 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


5. Management supervision 


Average employment 


Department Field 


HIGHLIGHT 


The Management Supervision Staff provides top-level management service, 
advice, and counsel to the Deputy Administrator in carrying out his responsi- 
bilities for continuous improvement in the organization and operational effi- 
ciency of GSA. The primary responsibility of the Management Supervision 
Staff is to make recommendations for continuing management improvement 
based upon (1) evaluation of all components of GSA in the execution of policies 
and programs as well as the operational management of central and regional 
offices; and (2) appraisal of the overall effectiveness of GSA’s services to cus- 
tomer agencies. 

Management supervision services) are performed by a small staff in the 
central office. Direction and coordination of all programs in the field are pro- 
vided by a regional commissioner in each regional office: 


Distribution by subactivity 


1957 ' 1958 1959 
| 


years years | years 


i 
8 $89, 800 A 
s 197, 400 20. 
Performance cost 5 22.6 ; 287, 200 27. 
SE oT Onn oo ich a cincnccaua ies » 700 | > +16, 800 |.......... 


Total estimate _-_._.- inion anomie gine es beter aiehebediie | 
Distribution pete: 


Management pipes vision... , 2 
b. Regional commissioners_. aednvene 19 


v. 


Amount Man- [Amount Man- Amount | Man- 
\ 
| 


40, 715 





Source of funds 





Included in limitation: 


# 
eas 
Ss 


338 


perating expenses, 

gaan supply distribution 

OF | - : TPUS 
Operating expenses, 

Strategic and critical materials 
Administrative expense, abaca fiber program 


Total, included in limitation........ Diintiahiiiaihindenadiennnnhaiindsiadaie 


$3 oo 


Soe 


Sears 
$| $88sssSss 


s| ssezesseg 


3 
: 
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LIMITATIONS PROPOSED ON OPERATING EXPENSES, PUBLIC BUILDINGS 
SERVICE 


Judge Medley, we have in mind, for your information, taking your 
administrative expense under Public Buildings Service and putting 
three limitations on it. One for rent itself, one for operating an 
maintenance of the buildings, and one on construction and repair. 

Do you have any comment? We are trying to on up with you. 
That is our thought at this time. Then you may get by for another 
4 or 5 or 10 million dollars not under limitations. 

Mr. Meptey. Do you mean, Mr. Chairman, that in the Operating 


Expense Se er for Public Buildings, you propose those 
limitations 


Mr. Tuomas. That is right. 

Mr. Meptey. Well, sir, that would—— 

Mr. Tuomas, Put you out of business? 

Mr. Meptey. It would have us coming up here more frequently 
for adjustments of the limitations to meet, unforeseeable changes in 
workloads which we now can handle administratively. 

Mr. Tuomas. We don’t object to that. We would like to see you. 
What other serious defects would it have? It wouldn’t put you out 
of business, would it? 

Mr. Meptey. It wouldn’t put us out of business; no, Mr. Chairman; 
but I do think that it would certainly put some additional controls 
on what Mr. Floete or Mr. McConihe do. 

Mr. Tuomas. What is wrong with that? 

Mr. Meptey. It would put controls on what they do in the busi- 
ness of managing buildings. 

Mr. Tuomas. You are spending 40 or 50 million dollars of funds 
from transfers or reimbursements that nobody keeps up with. The 
Congress doesn’t keep up with it. It is the Congress’ job to appro- 
priate money and keep up with the expenditure of it. 

Mr. Mepiry. We have felt, Mr. Chairman, in that connection that 
the detailed tables that we submit you each year which the committee 
examines very carefully, is keeping up with it. 

Mr. Tuomas, You mean oie the horse is out of the barn, it is 
a little late to close the door? Isn’t that it? 

Mr. Meptey. No, sir. 

Mr. Tuomas. We will be glad to have your comments after you and 
Mr. Floete and Mr. McConihe think it over. You might contact us 
in a day or two. 

Mr. Meptey. Additional limitations means more bookkeeping. 
Furthermore, Mr. McConihe needs some flexibility since the total pro- 
gram doesn’t always work out precisely in accord with the budget 
estimate. So I think additional limitations would be inadvisable. 


POSSIBLE CONSTRUCTION PROJECTS FOR 1958 AND 1959 


There is one further matter that we would like to clear up, and that 
is: Do you have a table right now that you can hand us showing the 
approved construction projects that you can put under contract if you . 
had the money during the remainder of fiscal 1958 and 1959? 

We would like to fare those projects, their names, their location, 
and the type of building. 
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Mr. Fuorre. Do you want that on a fiscal-year basis? I have it 
here on a calendar-year basis. 

Mr. Tuomas. Let us see that, please. 

We will take it. This is what you have on a calendar-year basis. 
You have here on a calendar-year basis, first: the seven projects that 
the committee is already familiar with. ‘Then you have 52 more for 
the year 1958. Then you have a list here for calendar year 1959, proj- 
ects Nos. 60 through 83, which are 24 additional, making a total, ‘that 
you can put under contract during the calendar years 1958 and 1959, 
of 83 projects, including Rock Island; is that correct ? 

Mr. Meprey. Eighty-three, I think. 

Mr. Tuomas. At a total construction cost of what? You gave us 
2 figures the other day—$300 million or $320 million. 

Mr. Fuoete. $320 million. 

Mr. Tuomas. These projects are ready to be put under construction 
contracts. Sites and planning money fe heretofore been provided 
or is contemplated being provided in the 1959 Appropriation Act; is 
that correct? 

Mr. Froere. We are still short $30 million to complete sites and 
expenses for the 92 projects. 

Mr. Tuomas. You are still short $30 million for sites and expenses 
over and above the $20 million requested for 1959 ? 

Mr. Frorre, Yes, sir. 

Mr. Tuomas. These propects have been approved by the legislative 
committee ? 

Mr. Frorere. Yes, sir. 

Mr. Tuomas. How many more projects have been approved, in 
addition to these 83, by the legislative committee? How much will it 
cost in dollars and cents in construction money? You said the $30 
million for sites and planning will take care of these projects. 

Mr. Froere. That is right. 

Mr. TxHomas. How much in addition will it take in construction 
money and sites and planning money to take care of them, and how 
many are there? 

Mr. Frorre. There are 9, and the estimated cost of them is $207 
million. 

Mr. Tuomas. $207 million and the sites and planning money? 

Mr. Meprny. The appropriate portions of the $30 million are in- 
cluded in the $207 million. 

Mr. Tuomas. That takes care of them. 

Mr. Frorrr. Yes, sir. 

Mr. THomas. No sites and planning money. Just $207 million 
for 9 projects? 

Mr. Frorte. Yes, sir. 

Mr. Tuomas. Is it $207 million or $208 million? 

Mr. Fiorte. $207,735,000. 

Mr. Tuomas. Name the nine projects. 

Mr. Fiorre. Geological Survey, Federal Office Buildings Nos. 5 and 
8 in Washington, Denver, Colo., Baltimore, Boston, St. Paul, New 
York City, and Pittsburgh. 
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LEASE PURCHASE PROJECTS AT FRANCONIA, VA., AND PORTLAND, OREG. 


Mr. Tuomas. What are these projects on page 4 of the list you just 
handed us, Portland, Oreg., oi Viana ve. 

Mr. F.oere. Portland and Franconia were approved under the 
lease-purchase program, but we have been unable to make a deal with 
these people because of the nature of the lease contracts under which 
they are now operating. 

Mr. Tomas. You don’t have money for them, either ? 

Mr. Fiorre. They won’t deal with us on a lease-purchase basis. 










SMITHVILLE, TENN., AND BREESE, ILL., PROJECTS 


Mr. Tuomas. What. about. Smithville, Tenn., and Breese, LIl., 
projects ? 

Mr. Fiorre. Those are the 2 projects you authorized us to spend 
$500,000 for direct.construction last year, Breese, Ill., and Smithville, 
‘Tenn. 

Mr. Tuomas. They are completed, or they are under contract? 

Mr. Fiorre. Smithville is under contract and Breese will be in 
about a week or so. 















FEDERAL OFFICE BUILDING NO. 7 IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. Tell us about the District of Columbia, Federal Office 
Building No. 7. 

Mr. F.oere. That is the controversial one down on Jackson Square. 

Mr. Tuomas. Has it been authorized? 

Mr. Fuorre. It has been authorized. We have acquired the 
property. 

Mr. Tuomas. There is no money for construction ? 

Mr. Fioere. No, sir. In this year’s budget we have asked for $1.2 
million for plans and specifications. 

Mr. Tuomas. The United Nations Building is direct appropriation. 
Mr. Froere. Yes, sir. 





SUSPENSION OF FURTHER LEASE-PURCHASE CONTRACTS 

















Mr. Tuomas. That clears up that matter, gentlemen. We request 
you not to enter into any further construction contracts in the District 
of Columbia, or outside of the District of Columbia, of any kind or 
character dealing with any of these 98 projects until you hear from 
the committee. You will hear from the committee ina few days: 

Mr. Froere. Mr. Chairman, I want to point out that that kind of 
puts us—if we can do it in a few days it is all right, but we are taking 
these bids. We are taking a bid today. I think we took \one yester- 
day, a construction bid. 

Mr. Tuomas. You don’t have tomake any awards. 

Mr. Fiorete. We don’t have to make them immediately. 

Mr. Tuomas. You have been waiting on it 3 years. Another few 
days won’t hurt. We will have some word for you. 

Mr. Frorre. We took 1 yesterday at Durham and 1 at Burlington, 
Vt., today. 
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Mr. Tuomas, We understand your position. We will try to get you 
some definite word in a very few days. 

Thank you very much, gentlemen. 

It is nice to hear from you. 


CONSOLIDATED ADMINISTRATIVE OPERATIONS BUDGET 


Mr. Meptry. May I please make a short statement, Mr. Chairman ? 

Mr. Tromas. ‘Why, we would not think about adjourning this com- 
mittee without hearing from our old, distinguished friend. 

Mr. Meptxy. I think the record as it presently stands shows that the 
chairman stated that the consolidated administrative operations was 
too much. I would like to say for the record that this is a tight budget. 

Mr. Tuomas. That isa bargain; isn’t it? 

Mr. Meprry. We are doing only what we have to do. Unit costs 
are declining across the board which means there are no frills in it— 
just the work we have to perform. Being a tight budget this covers 
the hardest working group of employees that I know of. I know the 
committee is anxious to finish, so we won’t dwell in details other than 
to reiterate that this is a very tight budget, Mr. Chairman. 

Mr. THomas. We thank you very much for your expression and 
your interest. We receive all statements in here, self-serving or any 
other kind. 

Mr. Mepier. Granted that it is a self-serving statement, it happens 
to be very true, Mr. Chairman. 

Mr. Tuomas. For the record, we are very proud of this group. 


They have a tremendousl ON job to perform. 
0 


They work at it and they do a fine job. The committee is very 
devoted tothem. We think they doa good job. 

Mr. Evins. I want to endorse that statement, too, Mr. Chairman. 

Mr. Vorsett. So do I. 


Monpay, Fesrvuary 17, 1958. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 
WITNESSES 


LEO A. HOEGH, ADMINISTRATOR 

RAOUL ARCHAMBAULT, JR., EXECUTIVE ASSISTANT ADMINISTRA- 
TOR 

WILLIAM 8S. HEFFELFINGER, ASSISTANT ADMINISTRATOR FOR 
GENERAL ADMINISTRATION 

HUBERT R. GALLAGHER, ASSISTANT ADMINISTRATOR, CONGRES- 
SIONAL LIAISON AND STATE RELATIONS 

WILLIAM R. WILSON, ACTING DIRECTOR, BUDGET AND FISCAL 
OFFICE 


Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us this morning the Federal Civil Defense Adminis- 
tration, very ably represented by its Administrator, Gov. Leo A. 
Hoegh; Mr. Archambault, Jr., Executive Assistant Administrator; 
Mr. William S. Heffelfinger, Assistant Administrator for General 
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Administration; Mr. Hubert R. Gallagher, Assistant Administrator; 
Congressional Liaison and State Relations; and Mr. William R, Wil- 
son, Acting Director, Budget and Fiscal Office. ; 

Governor, it is nice to see pe. and your staff. However, I am afraid 
you are trying to bring with you a reproduction of your beloved Towa 
weather. As far as I am concerned, I would rather have such weather 
in July and August than right now. 

If you have a statement for us, we will certainly be delighted to 
listen to you. 

GeneRAL STATEMENT 


Mr. Horan. I have no written statement to submit to you, sir, but I 
would like to make an oral statement, Mr. Chairman. 

Mr. Tuomas. You present your statement in any manner you desire. 
It isa pleasure to have you with us. 

Mr. Horner. Thank you, sir. 

Today we are here to discuss our budget for fiseal year 1959. This 
is the first budget that I have submitted since I have become Ad- 
ministrator. 

The mission that the Congress has assigned to us under Public Law 
920 is complex, and itis quite a difficult one. 

We feel that today while we could not accomplish that mission, yet, 
in time, we will be in a position toaccomplish the mission. 

The mission is to protect life and property from attack, as you know, 
and from major natural disasters by preparing for and carrying out 
cia functions to prevent, to minimize, and to repair injury and 

amage. 

We feel that if our budget is approved for fiscal year 1959 as we have 
submitted it, that we can gradually improve and strengthen civil de- 
fense and make it much more effective, and that in time it will enable 
us to accomplish our mission. 

How to. accomplish this mission is not an easy answer. 


NATIONAL CIVIL DEFENSE PLAN 


As we have pointed out, I feel that it is necessary to have an overall 
direction for civil defense.. We must. know today what we are to do, 
and we must know years ahead what we are to do. For that reason 
we have spent. considerable time in. preparing what I call a national 
civil defense plan. This plan would set. up a,channel of coordination. 
In other words, from the President of the United States as Com- 
mander in Chief, to the Governors and then the mayors. The Civil 
Defense Administrator and like people would be. primarily: chief 
staff officers for their respective commanders. e feel that up 
through this channeled coordination would come requests for assist- 
ance, 

Also, in this plan we set forth national courses of action. We set 
out the roles of the States and the,xqle of the people. What advantage 
is performed? Let me give you an example: 

For instance, in warning, as you know, our agency has people that 
sit in NORAD around the clock. We sit with these military people 
and obtain the same information that they have. As soon as an at- 
tack is imminent, dur people could: pick up thetelephone and by “our 
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defense network we can notify today 200 critical points throughout 
the Nation within 90 seconds. 


ATTACK WARNING EXPANSION 


We propose in fiseal year 1959 to increase that.capacity. We feel 
that we should add.76 additional target cities to receive that simul- 
taneous warning and in addition to that..we want, to increase it so 
that. we can give this warning by an extension arrangemet. to 88 radio 
stations and the 12 radio networks. That is a part of our proposal. 
This is part of the Federal responsibility which I mentioned. 

The States’ responsibility in our plan is pointed out. They get 
this information and they hhave the duty to notify their respective 
communities and then the communities will have the responsibility 
of disseminating the warning to the people. The latter function will 
be with our coordination and assistance. 

For instance, the contributions program that you have approved in 
past years has been very helpful. Sixty-five percent of our money has 
rone to improve the communications throughout the States, and the 
ocal communities. To give you another example on this plan, I will 
refer to the food situation. 

Tn our plan we state that the individual has ‘a responsibility of pro- 
viding his own sustenance for the first 2 weeks, the State and local 
governments to support the people the next 2 weeks, and the Federal 
Government would the in a position to support them starting the 5th 
week, 

That shows you briefly what we proposed to do in this plan. 

In addition, communications is vital, and it is based similarly to 
that of the military—the Federal to the regions and the regions to 
the States. That is the Federal responsibility; then, the States to 
the local communities, and the communities to the people. 

That is their responsibility. We phase that in this national plan. 

In fiscal year 1959 we want to improve our communications as a 
national responsibility. Instead of just having telephones and tele- 
types, we want to back that up with radio from the national, to the 
regional and so forth. Then, in fiscal year 1960 and 1961 we want to 
come over and ask you people to support a strengthening of our com- 
munications system to the States with radio backup. 

Again, through the contributions program you have strengthened 
the communications at the State and local level. Now it is a matter 
for us to catch up with the States. 

This plan—the national civil defense plan—has been approved by 
our State and our loeal directors. They have executive committees 
and all of our advisory councils have been called in. We have dis- 
cussed it with them and they have given us suggestions and recom- 
mendations. We have followed those, and now the plan is in the 
process of being coordinated within the Federal Government. 


STATE AND LOCAL PLANS 


Based upon this national plan and based upon the survival studies 
that you have permitted the States to have these past 2 years, the 
States and local governments are going to be busy this coming fiscal 
year in perfecting their own operations plans. Of course, it is going 
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to mean that we in national civil defense are going to have to work 
very closely with the States and local communities to see that they 
are on the right track and that we give them guidance and assistance. 

In fiscal year 1959 this national plan will be improved and strength- 
ened. There are many annexes that have to be prepared yet, by other 
Federal agencies, but we will be working with them to strengthen it. 


CONTINUITY OF GOVERNMENT PROGRAM 









































Another key poimt in our program for 1959 is strengthening the 
capacity of government at all levels to perform emergency functions. 
We call this our continuity of government program. We have asked 
the States and the local cities and governors to set wp lines of sue- 
cession 4 or 5 deep for key personnel; including leidiaetve, judicial 
and executive, so that we can be assured of continued leadership and 
direction m case an attack would come. 

I can point out to you that the State of California has done much 
in this field. They have, I think, 14 successors to the Governor. ‘The 
city of Milwaukee has provided for succession to the mayor, [ think, 
seven deep, and in Montgomery, Ala., that has also happened. I can 
name other communities which have started this program. 

Also, in the continuity of government. we urge that these govern- 
ments preserve records not only for the operation of the community 
function, but also for the preservation of the rights of individuals; 
wnd second, to protect their property rights; and third, we advocate in 
this program that they have an alternate site—particularly the State 
governments and target cities—and, fourth; we want governments at 
all levels to make maximum use of all government personnel resources, 
facilities and property in the role of emergency operations or civil 
defense. 

In other words, we want the police departments to be responsible 
for law and order, and also that volunteers fit m this police depart- 
ment to augment and strengthen it so that it can operate. This par- 
ticular part of our 1959 program has been discussed with Governor 
Harriman, chairman of the Governors’ Conference, Civil Defense 
Committee, and with the Governors, and they are all in accord with 
this program. 

Also, it has been presented to the mayors and to the American Mu- 
nicipal Association and they likewise have endorsed this program. 

In the past few months we have had conferences with Governors 
in 15 States. The Governor calls his key personnel in—legislative 
leaders, executive leaders, and local government leaders—they come in 
at his call and our people go there, discuss this program and have a 
question-and-answer period so that we can resolve any differences 
there might be. We have done this in 15 States, and we have 33 to go. 

We are continuously doing that so that we can strengthen the 
capacity of the Government to function. 

We, of course, lave worked on model legislation along with the 
(;overnors’ Conference, and that is being presented to some of the 
legislatures that are now meeting. It will have to be presented this 
coming year. Most legislatures meet in 1959. ' 

So, we will need additional personnel and additional funds in order 
to carry forward this program to the respective States. 
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RADIOLOGICAL DEFENSE 


The third phase in our program, or the third important part of our 
1959 fiscal year pro, , 1s that of radiological defense. 

We want to que op a national radiological monitoring and defense 
CARREY. throughout this Nation. 

o date, in our radiological training we have trained 77, 261 people 
as of December 31, 1957. We have radiological instruments that you 
have provided us in the past, We have purchased 818,000-plus. Of 
those 386,000 have been delivered to us, and then we in Federal civil 
defense are delivering these: instruments to State and local govern- 
ments. 

By the latter part of March 1958 we will have 90.percent of those 
delivered. We keep back a turnover supply of 10 percent for mainte- 
nance and repairs. As we receive them, we ship them out to the local 
and State governments. 

We have had radiological instrument teams that go throughout the 
country to teach people radiological defnese. We particularly have 
been stressing teaching teachers so they then will go back to their 
respective communities and teach students. For instance, I was in 
Minneapolis in December, this past year. There were 6 States rep- 
resented, and 31 people attended the course. 

Those that attended were, first, professors of science in high schools, 
or a professor of science in universities and colleges of these six dif- 
ferent States. Then they go back to their local communities and 
instruct students. By that method we eventually will have a tre- 
mendous radiological defense instruction capacity. 

In fiscal year 1957 we conducted 12 courses, and taught 301 
instructors. 

In fiscal year 1958 we will have conducted 14 courses, teaching 371. 

In fiscal year 1959 we propose to teach 1,200 instructors. These 
instructors, after they have been given this teaching, will go back 
and then they will instruct 50, and then these 50 will Tite an obliga- 
tion to go on and instruct another 25, and by that method we hope in 
fiscal year 1959 with the budget that we have requested here to be 
able to come up with 600,000 addiGonal people informed on radiologi- 
cal defense, and how to use the instruments. 


RADIOLOGICAL KITS 


We also are going to have instruments sent to 15,000 out of the 
80,000 high schools this fiscal year 1959. The science teachers will 
conduct the instruction in these respective schools. We send them 
radiological kits made up of 10 instruments with a course of instruc- 
tion, and then the respective schools conduct the courses in their 
science classes. By that method we hope to have 1 million additional 
paomt informed on radiological defense. 

That training includes not only detecting and measuring, but also 
the hazards of radioactive fallout. 

Then through our cities and States we hope to have radiological 
defense courses conducted in the local governments. 

For instance, I was in Montgomery, Ala., the other day; the civil 
defense director there has the city fire department and the police de- 
partment taking radiological defense instruction. They have a 
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20-hour course. When that is completed, they get their volunteers in 
and have them take the same course of instruction. 

By that method, throughout the Nation we hope to have 102,000 
people instructed. 

his, of course, indicates that it is rather a broad program, and it 
is. | We feel that the radioactive falloutisa real hazard. Someone has 
to be prepared to meet it in case there ever should be an attack, and 
we hope there will not: be. 

There are other things I could say with reference to this program, 
but I want to point to this other matter: 

We work closely with the Commerce Department, particularly, the 
Weather Bureau. The Weather Bureau with its 540 stations provides 
us the fallout forecast twice a day, and it is very helpful. That fore- 
cast is disseminated to the radio stations and all newspapers with wire 
services, to our State regions; and to certain target cities. 

The total request that is before you today is $41,800,000 as com- 
pared with the appropriations that you granted us last year of 
$39,300,000. 

We, as I have previously mentioned, gave this our most careful 
attention. When Lf preparedithe budget, I prepared it with the view 
in mind of keeping 1t to the lowest dollar, so that I could give to the 
people of this Nation the best civil defense for the low dollars spent. 


SUMMARY OF OPERATIONS PROGRAM REQUEST 


In our operations for 1958 you gave us. $17 million to carry out 
the programs that I have just previously set forth. 

We have asked for fiscal year. 1959 the sum of $19.4 million. . Some 
of the expenditures will be, as I.mentioned, for communications and 
warning in the amount of $1.6 million. 

The Washington, D. C., area does not have a good warning system. 
Someone has to assume the responsibility, and we feel that we should 
do it. We have asked in this request that. $1.6 million be expended 
for that purpose. 

For the radio backup that I mentioned, $425,000 is requested. 

For the administration. of the radio warning we have requested 
the sum of $230,000; for electric computers, $150,000; and for the 
national communications system extensions, $216,000. 

We want to strengthen our regional offices. We need radiological 
defense people in these regions, and we need to strengthen their ca- 
pacity. They are going to have a great deal of liaison work with 
State and local governments; therefore, we have asked for an increase 
of approximately $1 million to be expended for our training and 
education in the field of radiological defense, and in setting up 
training. 

For those items we have asked for an additional $1 million. 


TRAINING SCHOOLS 


With reference to the training centers, you in fiscal year 1958 gaye 
us sufficient money to set up the physical structure of one additional 
training center. This year we are asking for the financing of an ad- 
ditional training center and for the personnel required to support 
these two training centers. 
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As of this date we have one training school which is located in 
Battle Creek, Mich. In visiting with the governors and in visiting 
with the mayors, the greatest plea that I get is “Please have one closer 
to our area.” 

They are the ones that have advocated very strongly that we have 
1 on the east coast, and 1 on the west coast. ‘The States and the local 
governments finance the expenditure of aaa ate to the college. 
It makes it more acceptable to them, and I think is a wise policy. It is 
also economical in the long run. 


MAINTENANCE OF CIVIL DEFENSE STOCKPILE 


Now, with reference to the stockpile, last year you provided us 
with $3.3 million, and this year we are asking that you give us the 
sum of $18 million. 

Now, we are not asking for any new stockpiling. The reason we 
are not asking for new stockpiling is that I want to be sure, and so 
does my staff, that we know ultimately what we must have in the way 
of medical and other critical items in our stockpile. 

In addition, we want to know what supplies we have on hand in the 
industries today so that we can make full use of the supplies that are 
in the respective industries. 

It is for that reason that we have not asked for any additional 
stockpiling, but we have asked for money to properly sustain the 
stockpile that we have today. 

For instance, in maintenance, for relocation of warehouses, and 
balancing of stock, we have some warehouses that are antiquated. We 
have to get our equipment and our materials out of them in order to 
be properly economical, and also to be able to sustain a good general 
support program. So we need to rotate some of our antibiotics that 
we have now under contract, and it costs money to continue that rota- 
tion and testing. For that function we ask for $4.5 million. 

The request for this appropriation also includes rental in the amount 
of $2.5 million. 

PREPOSITION OF HOSPITALS 


We want to preposition hospitals. It is good to have hospitals but 
it is much better to have these hospitals out in the areas where if some- 
thing neppene they can be used. For that reason we are asking that 


you provide us approximately $1 million in order that we can preposi- 
tion 1,200 hospitals that we now have on hand. 


That will get them out into the area, where they can be used, should 
the occasion arise. 


REWORKING OF BLOOD PLASMA 


The other item under stockpiling is the reworking of stored blood 
plasma. 

At this time, gentlemen, we have 1,305,000 units on hand. That cost 
the people of this Nation $35 million. They were purchased back in 
1951, 1952, and 1953. It had a 5-year potency. ‘The potency now has 
terminated. In other words, we have $35 million worth of dried blood 
plasma that has to be reworked so that we have a definite asset instead 
of a hability. 
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The reworking of it by using the proposed heat treatment process 
means that we will lose none of the units and that we will keep the 1.3 
million units, but it will cost us $9.60 per unit, or $12 million-plus. 

The National Academy of Science and our own Medical Advisory 
Committee have urged that. we take immediate action to get that done. 

Another reason that I am asking that it be done is that a year from 
now we were going to know what the ultimate is, and what we need 
in the way of medical supplies and medical critical items for a proper 
civil defense program. 

Then, I would hope to come in here and ask for one-tenth of it each 
year. I feel that it should bea 10-year program with a capability of a 
crash program should it ever become necessary. 

If I can have this money provided at this time, it will not get in our 
road when we come over and ask for a proper acceleration of our stock- 
piling program. You can be assured we will-bring that to you only 
after we have it properly staffed and know where we are headed, and 
why. 

‘ RESEARCH AND DEVELOPMENT 


Then in our research and development this past fiscal year you gave 
us $2 million and we ask this year for $4.4 million. The reason for 
this research and development is that: we want to improve shelter de- 
signs and standards with particular emphasis on economy to find out 
the most economical method of construction. We want to improve 
our medical techniques, the radiological monitoring system which I 
have referred to above, and also constantly improve warning and com- 
munications. 

CONTRIBUTIONS 


Now, with reference to contributions, we are asking for no addi- 
tional appropriation. You gave us 2-year money and we have funds 
on hand as of January 1958 in the amount of $26.5 million. 

You might ask why are we not using this contribution money. 
There are two reasons: The first. is that about 15 months ago we started 
participating in the SUT PLODOTAD program. You know that the 
military discards about $2 billion to $4 billion a year, and education 
has a priority, and we also have some claim on it. In this way the 
States have been able to obtain $16 million in supplies through the 
surplus program. That has cut down their need for contributions 
and, secondly, money to match it is not so easy to get back in the States 
and the local governments. I think that also has added a contribution 
to. this reduction. For that reason we have sufficient. funds on hand 
and we, therefore, are not asking for any additional money. 


DISASTER RELIEF 


With reference to the disaster relief, we have sufficient money on 
hand. We have as of this date, or in January, $23.5 million. We 
feel that that would be adequate to finance this phase of the operations 
for the coming fiscal year. 


22311—58—pt. 2——27 
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DELEGATE AGENCIES 


That briefly covers the situation with the exception of the delegate 
agencies and I think I should explain it this way: 

Last summer they told us that within the executive branch we 
would not ask for funds for the respective agencies, but that the dele- 

te agencies would do so. That, however, now has been changed. 
Mr, Gray, of ODM, and myself, and the representative of the Bureau 
of the Budget came over to see Mr. Thomas the other day, and we 
have seen and discussed this matter with other members of the Appro- 
priations Committee. We will later be prepared to come in and sup- 
port the delegate agencies and their request. 

Mr. Tuomas. That is a very fine statement, and very much to the 
point, as well as understandable. 


. PROGRAM CHANGES CONTEMPLATED IN 1959 BUDGET 


Governor Hoegh, just in what respects have you changed the pro- 
gram this year as compared to what we have had in the past? 

Mr. Horeu. For fiscal year 1959, sir? 

Mr. Tuomas. Yes. 

‘When we say “this year,” we mean 1959. 

Mr. Hogren. One thing, as I mentioned, is that we now are exercising 
overall national direction through this national civil defense plan. 
That means that the States and the local governments are going to 
have operational plans and we, therefore, are going to have a great 
deal to do to make sure that the overall direction is sustained and is 
maintained. It is going to mean that we will have to devote a great 
deal of time in keeping close liaison with State and local governments. 

Secondly, we are putting emphasis on this continuity of government 
which I think is ¢ritical and which is vital. We are building civil 
defense within governments so that it is the mayor’s péeponsibility; 
it is the governor’s responsibility, it is the President’s responsibility, 
and we in civil defense are their expert staff officers to help to coordi- 
nate and to see that their wishes are sustained and maintained. 

That continuity of government program is not new. The thing is 
that we are putting much more emphasis on it, sir, and it means that 
we are going to have to devote a great deal of our time in seeing that 
the States and the local governments understand it, and then carry 
it forth. 

Mr. Tuomas. You are shifting your emphasis for fiscal 1959 from 
some other parts of your program to continuity of government, and 
what is the other item ? 

Mr. Horeu. Radiological defense. 

Mr. TxHomas. What is the other item which you mentioned earlier ? 

Mr. Hore. The overall direction of civil defense—the overall, 
long-range direction. 


STATE AND LOCAL RESPONSIBILITY 


Mr. Tuomas. What is that? What is your change in emphasis 
there? You have your overall direction, continuity of government, 
and radiological defense. However, what is your shift in your overall 
direction, if any ¢ 
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On reading through your justifications I must have written no less 
than 30 different times “why cannot the local communities do this?” 
and I was hoping in your changes that you would particularly place 
emphasis on your radiological defense against that and health gen- 
eral , as well as your continuity in government along the National 
and State lines, but I did not gather that there was much change in 
the overall direction. In my judgment that is where you are going 
to have to make the change. 

As we often have said in here, “No bureau in Washi n is going 
to save the life of anyone sitting out in Des Moines, lowa, if it is 
raided. 

If that fellow is saved, it is going to be through his own initiative 
and any change, in my humble judgment, in your program should 
be a shifting of that emphasis from the national headquarters to the 
roe, rome of the local individuals and only that change is going to 
make your program workable. 

Mr. Horex. Well, sir—— 

Mr. Tuomas. I did not notice any change. Can you detail your 
changes? 

Mr. Horeu. Yes, sir. 

Mr. Tuomas. I have read this justification —s carefully, and I 
have put a good many hours on it, and I wrote in here not once, but 


about 30 or 40 times, that you are retaining the emphasis on the na- 
tional level and weakening the position of the local man. 

In other words, if you start on a spoon-feeding operation from 
Washington, it simply will not work. 

Mr. Horcx. I do not subscribe to that. In other words, definitely 
with the overall pian we set forth the role that is performed by the 


States and by the local communities. For instance, take police. That 
is primarily a local responsibility. It is, therefore, fixed that way 
so that they can strengthen their capacity in the local communities 
with State support if it is needed. For instance, they may need the 
patrol to come in and help the respective communities, but the respon- 
sibility in this plan fixes it definitely in the local community: The 
same thing is true with reference to fire: The same thing is true with 
reference to food, as IT mentioned to you initially. 

W even go so far as to say it is an individual responsibility first, and 
then it is backed up by the communities and by the States, and ulti- 
mately by the Federal Government. In other words, we feel the peo- 

le themselves should do something about their civil defense and the 
ocal communities must do something, but they do need this overall 
direction and, Mr, Chairman, they have asked for this overall direc- 
tion. 

Mr. Tuomas. We agree with you. There is no difference in our 
ean and I think I speak the sentiment of the committee in that 
regard. 

Ve will agree with you if you are going to make it a local responsi- 
bility. The situation may be something else in the supply of certain 
functions for certain jobs, but after all, it is going to Be the local 
responsibility and you cannot do it out of Washington 

Mr. Horen. No, sir; out of Washington they want guidance and 
they want leadership. We are going to exert that, but the condition 
of that and participation gets so founded that it is the citizens” busi- 
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ness, it: is the loeal government’s business, itis Federal, State, and 
loeal community in joint action. 

Mr, Tomas. That is right. You are certainly hitting it on the 
head, but; if it ever reaches the point where a national emergency is 
called, and the local communities cannot do anything until Wash- 
nga ives the signal, well, Lord help us, __ yy 

r, ome. This plan eliminates that. kind of thing, because it is 
strictly loca] initially, but through these channels of coordination. we 
set up and if the people need help, the local government should give it, 
and if they cannot then they go to the State, and if the State cannot 
then ultimately they come in and ask for assisance from the Federal 
Government, but everyone should assume that full responsibility first. 
{ think that is why the governors and the mayors like this approach 
because they feel that basically they have something to do in civil 
defense, and they want overall guidance, but the performance starts 
right down in the local community. 

fr. Vurse... You are giving this overall guidance the best, you can, 
as you have said, but do you find the people are willing to cooperate 
in the various towns and communities in following the leadership that 
you are suggesting ¢ 

Are they making the right effort generally ? 

Mr. Hoxen. This overall direction that 1 mentioned is the civil de- 
fense plan that we are just perfecting. 

I think, more or less of it, has been in existence in the past, and I 
felt it was necessary to get it all in one bundle, so that everybody 
understood exactly what their responsibility was in this matter. IL 
firid that they have wanted this, and I find that they welcome this over- 
all direction, 

However, with reference to performance, it will be flexible. There 
will be flexibility in the performance depending upon the community 
and the type of community. 

Mr, Vourseit, How is Illinois taking hold of it, for instance? 

Mr. Howeu, Well, I could not point out Illinois as one of the shin- 
ing examples. 

. Vorsett, I asked that, but you go ahead and criticize it all you 
want to. I asked that question because I come from that State. 

Mr. Hoses. I am going to try to be honest in all of my answers. I 
feel.that that is one State, more particularly Chicago, that, needs im- 
provement, and we are going to spend some time to see that it is im- 
proved, at least to help them, 

We cannot. do it, but certainly with their assistance we can try to 
get, that thing in better shape. 

Mr. Vurseti. The reason I asked that question is because I know 
in. several towns and communities downstate, particularly in my dis- 
triet, they seem very much interested in this program. 

Horex. Yes, sir. 

Mr. Vursent. They hold their evacuation drills, and they go 
through these practices just like they are real; and they have a rather 
live organization, 

In my hometown and in many towns in my district, they seem to 


be ashe anxious if they have the proper leadership to follow and fall 
in line. 


Mr. Tuomas. Let us take a look at the budget, and some of its 
details. 
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I think it isa very fine budget, and # is most interesting reading. 
I have put a good many hours on it, and there is a world of informa- 
tion in it. 
FEDERAL GUIDANCE OF CIVIL DEFENSE 


Mr. Evrns..I would like to say that I have been very interested 
in the Governor’s comments regarding direction, It was my thought 
that originally when civil defense was first set up that you were pacing 
the burden on the States and municipalities and that it was all going 
to be done at a local level. After a few years operation, a co ional 
investigation was held here and it showed in the main I believe that 
local civil defense effort was inadequate and that if we are to provide 
proper civil defense and if we are going to have a proper and effective 
civil defense we must have more responsibility centered under some 
central direction and guidance. 

I have been interested in your comments that you are now assum- 
ing more responsibility and are going to place more direction in civil 
defense from the national level. I feel that the local communities 
are willing to take hold but they have got to have guidance and di- 
rection. Apparently there has been a shifting from what was orig- 
inally planned for the local people to assume and do all of this, 
develop and devise their own plans, so that now more emphasis will 
be placed from a central headquarters in Washington and your other 
offices. 

Mr. Horer. Not in performance. It is more in the leadership and 
direction field, so that we can get better performance at the local level 
and at the State level. 

Mr. Evins. I do not want to disagree with the chairman. As a 
matter of fact, I do agree with him that operation and performance 
are necessary at the local level but there must be direction and guid- 
ance from the top level for a truly effective national civil defense 
program. 

Mr. Tuomas. That is clear. 

Mr. Hore. That is the procedure that we are using, the policy 
that we are using. 

Mr. Tomas. All of your personnel costs are charged against your 
operations appropriation, except disaster relief. That is no part of 
civil defense. That. is something else; is that correct? 

Mr. Herrevrincer. Yes, sir. 


PERSONAL SERVICES 


Mr. Tuomas. In 1957, you had 1,158 positions; is that correct ? 

Mr. Herretrtncer. That is correct. 

Mr. Tuomas. We gave you a sizable increase last year, about 300, 
as well as I remember; is that correct ? 

Mr. Herrecrtncer. Yes, sir. 

Mr. Tuomas. This year you want an increase of 200 over that, up 
to 1,592; is that correct ? 

Mr. Herrecrtncer. Yes, sir. 

Mr. Tuomas. How many did you have in 1956? In 1956 you had 
an appropriation of $56,350,000. In 1958, you had $48,025,000. 

How many employees did you have in 1955 and how many did you 
have in 1956, please ? 
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Mr. Herretrincer. In 1955, we had 737 and in 1956 we had 992. 

Mr. Tuomas. That personnel load is really going up. 

In 1959 you want 1,592? 

Mr. Herre.rincer. That is right. 

Mr. Tuomas. What are you doing with all of these people or where 
are they domiciled ? 

Mr. Horcu. At this time, fiscal year 1958, we will have 1,242 em- 
ployees. 

Mr. Tomas. I mean, where are they located as between the field 
and headquarters? Do you have that figure? 

Mr. Horen. At the present time we have 1,242. 





UNFILLED POSITIONS 


Mr. Txomas. While you are on that point, how many unfilled jobs 
do you have? 

Mr. Horexu. We had 184. 

Mr. Tuomas. As of what date? 

Mr. Horex. As of February 4. 

Mr. Txomas. Vacancies? 

Mr. Horex. In the headquarters and field ? 

Mr. Tuomas. Yes. 

Mr. Horen. In the field we had 102 vacancies; in the regions, and 
in the national headquarters, 82. Those are the vacancies. 

As of February 4, 1958, we had 360 in our regions and we have 874 
in national headquarters. 

Mr. THomas. Where is the headquarters? 

Mr. Hogan. Battle Creek, Mich.., sir. 

Mr. Tuomas, How many did you have in Washington? 

Mr. Horeu. Sixty-five of us and you would take that away from the 
874, leaving you 

Mr. Tuomas. What are the 65 in Washington doing in contrast 
to the headquarters in Battle Creek ¢ 

Mr. Horen. The people we have here in Washington are primarily 
policy people, including myself, and certain key officers of the agency. 





BASIS FOR LOCATION OF HEADQUARTERS OFFICE IN BATTLE CREEK, MICH. 


Mr. Tuomas. How long have you been in Battle Creek, 3 or 4 years? 

Mr. Horen. September 1954 is when we moved to Battle Creek. 

Mr. Tuomas. Why do you not move your other 65 people to Battle 
Creek, or, rather, why not move them all back here? This is the seat 
of government. Nobody is interested in dispersal any more. We 
build airplanes within 300 yards of the Pacific Coast and 5 miles of 
the Atlantic coast. The armed services are doing that. 

Mr. Horon. By Public Law 920, we are charged with the responsi- 
bility of urging dispersion and we felt that if we are going to have 
to do that we have to carry it out ourselves, 

Mr. Tuomas. You are not having much success at that. The 
Armed Forces are putting their rockets and-new developments prac- 
tically at the waterfront. 

Whois interested in dispersal any more ? 

The armed services are not. 
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Mr. Hoxcu. At least we are, sir, and we are going to try to continue 
to emphasize the necessity of dispersion. 

I might point out that the 65 here, sir-—— j 

Mr. Tuomas. Agriculture is not dispersed out of Washington. The 
Department of Justice is not. After all, this is the seat of govern- 
ment and if you are not located at the seat during wartime, you had 
better get back here where you belong or else your organization will not 
count for very much. ; 

If you are not important enough to be in Washington, people will 
not pay too much attention, will they ? 

r. Horen. The 65 of us here keep liaison with other Federal 

agencies. As you know, I sit with cabinet and the National Security in 

ouncil and for that reason I must necessarily be here. I find it 
works out quite satisfactorily. 

Mr. Tuomas. I notice though that there is a tremendous increase 
in your telephone service charged to three different items. 

What part is that charged to for communications between Battle 
Creek and Washington ? 

Mr. Horan. How much is that? 

Mr. Herretrincer. About $120,000. 

Mr. Tuomas. That is just one item of that expense, just because 
you are not in the seat of government. What are the other items 
of expense? 

Mr. Horcu. We have travel in the neighborhood of $80,000. 

Mr. Tomas. Additional? 

Mr. Horen. Yes, sir. 

Mr. Tuomas. That is $200,000. 

Mr. Hoercn. In our location out there we are on Government prop- 
erty and from that standpoint we do save rent. 

Mr. Tuomas. How many square feet of space do you occupy in the 
Battle Creek headquarters ? 

Mr. Hogar. 800,000 square feet. 

Mr. Tuomas. With how many people? 

Mr. Horen. 816. 

Mr. Tuomas. How much is that in the way of square feet per 
person ¢ 

Mr. Herrecrineer. Our actual occupancy per square foot is about 
130 square feet per person. There is 800,000 square feet available 
in the vicinity of Battle Creek. We do not occupy the entire facility. 
he of it is an Army hospital which is vacant and kept.on a standby 

asis. 

Mr. Tuomas. I did not think you occupied 800,000 square feet. 

How many do you occupy? The answer is not 800,000 square feet? 

Mr. Horcu. No, sir. 

Mr. Tuomas. That is what you gave me at first. How many square 
feet do you occupy ? 

Mr. Herrecrincer. About 135,000 square feet. 


DISPERSAL POLICY 


Mr. TxHomas. In the District of Columbia two-and-a-half square 
feet of space costs.a lot.of money and you. would be saving money b 
going out to Battle Creek along with these other expenses. I think 
you take yourself a little bit seriously on the matter of dispersal. The 
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armed services who are spending 60 or 65 percent of all expenses of 
all expenses of Government are not interested in it, and I say that 
with some feeling and some advisement. I do not know of any dis- 
persing that they are doing. They might give it a little weak amount 
of lip service, but certainly when it comes to dispersing, they are not 
doing it. They are on the Pacifie Coast with aviation missiles and 
they have them set up right there and the Russian submarines would 
not need an intermediate range missile. All they would need is one 
that shoots a half mile from the Pacific Coast. That is almost true 
of some points on the Atlantic, too. They are 15 or 20 miles from the 
Atlantic. 

Why should you be worrying about dispersal when the armed serv- 
ices are not doing anything about it? 

Mr. Horex. We believe in the principle of dispersion and that we 
must advocate it. It is wise that we who advocate this principle sub- 
scribe to it. 

Mr. TxHomas. Do you have any authority to do anything other than 
advocate ? 

Mr. Horen. No, sir. 

Mr. Tuomas. Your voice is falling upon deaf ears. The armed 
services are not doing anything about it. 

Mr. Horen. I know this: With reference to SAC, they are going to 
disperse better than what they have. 

Mr. THomas. ‘That is an operating thing? 

Mr. Horen. Yes, sir. 

Mr. Voursetx. First, what is the rent at Battle Creek, if you have 
it at your fingertips? 

Mr. Hoven. No rent. It isa Government property. 

Mr. Vorsetu. I know there was some talk of opening up another 
small district headquarters and the argument at that time was to 
save transportation. 

Do these people at Battle Creek travel a great deal ? 

Mr. Horeu. Yes, they do. 

Mr. Vursetxi. Are they the ones who do the major part of travel 
where they are located near the center of the United States? 

It seems to me that it would be an economy if you have practically 
no rental there to operate out of there; because they have 881 people, 
I believe, or are supposed to have—— 

Mr. Horer. 874. 

Mr. Vourserxi. And you have about 65 here? 

Mr. Horeu. That is right. 

Mr. Vorser1t. What percentage of your travel is out of there and 
what out of here? 

Mr. Horcn. Over 95 percent of it would be out of Battle Creek. 

Mr. Voursetx. It would seem to me that that would be a pretty good 
answer. 

Mr. Tuomas. If you have a telephone bill between Washington and 
Battle Creek of $130,000 a year? 

Mr. Vorsetx. That is quite a lot of telephone bill. 

Mr. Tuomas. And $80,000 for travel out of the District of 
Columbia ? 

Mr. Horexu. I would like to mention this additional point with 
reference to the point you mentioned about this increase in personnel ; 
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namely, 1,250 today. You might say, “Well, Governor, you are en- 
titled to that 1,426, but there is something short there.” 


REORGANIZING OF THE AGENCY 


We reorganized our agency November 1 and I knew that reorgani- 
zation was coming and therefore I put the lid on recruiting by say- 
ing, “Wait until November 1 and then start filling up.” 

believe that that has contributed to keeping low our ultimate goal. 

Mr. Tuomas. You speak of your reorganization in 1958 2 or 3 times 
in the justifications. 

How did you reorganize? What did you do? 

Mr. Horeu. We reorganized more on the basis of functions rather 
than on a general basis. For instance, we now have an independent 
depertnent on research and development. It used to be in 3 or 4 
different departments. That was wrong. In operations we used to 
have operations in other departments and now we have it in a 
separate and distinct organization so that operations is operations. 

r. THomas. You created a separate entity in research and de- 
velopment. You set that out in your justifications? 

Mr. Horen. Yes, sir. 

Mr. THomas. What did you do about operations? 

Mr. Horen. In operations we took out some functions that did not 
have immediate bearing on operations and eliminated those things 
not operational in scope. 

Mr. Tuomas. You put research and development under opera- 
tions? 

Mr. Horcu. No, sir. We used to have research and development, 
a part of it, at least, in our operations, It was pulled out of there. 

r. THomas. Where are the personnel costs for research and de- 
velopment charged ? 

Mr. Horeu. Under research and development. 

Mr. Tuomas. I thought it was all charged under operations. 

My Horcn. Just that pertaining to operations. Is that not cor- 
rect { 

Mr. Herretrrncer. The research and development request has only 
to do with projects. The personnel to staff the office and office costs 
are under component items of the operations appropriation. 

Mr. Tuomas. The personnel cost itself is under operations ? 

Mr. Herrevrincer. That is right. 

Mr. Tuomas. And your .08 and other objects are charged against 
that appropriation ? 

Mr. Hoecx. If you give us the additional personnel, Mr. Chairman, 
such as we have requested here for fiscal year 1959, our average em- 
ployment will be 1,504. 


CIVIL DEFENSE DELEGATED FUNCTIONS 


Mr. Tuomas. What agencies of government are you particularly 
interested in here, in the seat of government? If you are going to 
have those people working out a civil defense plan, I do not see why 
you want to pet the cart before the horse. They are all here and you 
are working from Battle Creek, Mich. I donot.quite see it. 
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What are you going to do with the agencies located in the District 
of Columbia and how many of them are there? 
How much money do you want for them ? 


COMMERCE DEPARTMENT ACTIVITIES 


Mr. Horex. In Commerce we work closely with them, particularly 
with the Weather Bureau. We have asked for $485,000. 

Mr. Tuomas. For Commerce? 

Mr. Horen. Yes, sir. That is to continue the fallout forecasting, 
upper air weather research, the Maritime Administration training 
program, and surveys: being made by the Bureau of Public Roads. 

r. THomas. Why cannot Commerce absorb that? They are doing 
this work anyway ; are they not? 

Mr. Horcu. I would not be ina position to. give the reason why they 
cannot, but they have told us that they need this money in order to 
continue to give us this fallout forecasting. 

Mr. Tuomas. I do not see why. I work with them and I know the 
operations reasonably well. 

Goahead. What are the others? 

Mr. Horex. In addition to the Weather Bureau, the training of mer- 
chant marine in fallout protection. They are going to do that. within 
Commerce, 

Mr.THomas. What? 

Mr. Horen. The training of merchant marines in fallout protection. 
That comes under fallout protective measures. 

Mr. Txomas. How much do they want ? 

Mr. Horcu. That is all. under. this $485,000 for Commerce. In- 
cluded in this amount is $140,000 for the Bureau of Public Roads for 
studies of motor-vehicle utilization, and for work with States and 
municipalities in developing plans for the restoration of roads and 
bridges, in case of disaster. 

Mr. Tuomas. They are all personnel belonging to club 13, such as 
it is operated. Why can they not pay their own expense? Why 
should the Government pay for them and the merchant marine? 

Mr. Horen. They have told us that for them to support us in these 
respective fields, 1t is necessary for them to have this $485,000. 

Mr. Tuomas. That is like any other agency of Government. If 
they can set themselves up a unit with a chief and assistant chief, 
there they go. 

Mr. Horeu. I do not think we create additional—— 

Mr. Tuomas. Have they been doing anything up until now? 

Mr. Horcu. They have been doing some things. 

Mr. Tuomas. Why can they not keep on absorbing? 

Mr. Horan. We have helped them a little bit in this fallout fore- 
casting. 

Mr. Tuomas. Which other agencies? 


HEALTH, EDUCATION, AND WELFARE DEPARTMENT ACTIVITIES 


Mr. Horen. Health, Education, and Welfare, $820,000. I would 
like. to state what they have asked for. We support their request.. 
It is for the training of food and drug inspectors for emergenéy. 
Secondly, Public Health. 
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Mr. Tuomas. They have been in that: business about 30 years: I do 
not know what they have to train them for now in amemergency. 

Mr. Horcn. Again, I want to be sure that they are trained: becatise 
they are vital people in this civil-defense program. 

Then on Public Health, they are making studies on health hazards’ 
from radioactive fallout and, in addition, the Office of Education is 
working very closely with us in order to get the civil-defense education 
made a part of the curriculum. 

Mr. Tuomas. How much? 

Mr. Horen. It is all under this item of $820,000. 

=> Tuomas. Is there a breakdown as between Health and Educa- 
tion 

Mr. Hozcr. I do not have that breakdown but the Agency; when 
2 comes before you, will give it to you. .They gave us. the $820,000 

re. 
p'onidedsteiid they were supposed to come in and sustain this request. 

Mr. THomas. What are the others, Commerce and HEW? What 
about the others ? 

Mr. Hore. Under HEW they have the surplus property program 
that they administer. 

Mr. Tuomas. That they administer? What has that got to do with 
this? 

My, Bonare Surplus property.. They have the overall. administra- 
tion of it. ; 

Mr. Tuomas. They are doing it now. They have had it for 4-or 5 

ears. 
. Mr. Horex. But this part of civil defense, sir, they felt that. that 
Sowers phase of it costs them approximately $130,000 of the over- 
a& 


Mr. Tuomas. They have been absorbing that right along. They 
have been doing it for 4 or 5 years. 

Mr. Honan, We have been under the program for just 15. months. 

Mr. Tuomas. Wait.a minute. How active is that? .What pro- 
gram are you talking about? 

Mr. Horeu. Surplus property. 

Mr. Tuomas. How? 

Mr. Horen. We have had access to surplus property for the past 15 
months. Prior to that we did not. 

Mr. Tuomas. That is one of the reasons you are taking a look at 
your stockpiling program? 

Mr. Horen. Yes, sir. 

Mr. Tuomas. Cities, counties, and States have been the beneficiaries 
of that for how long; 4 or 5 years? 

Mr. Hoecn. Yes, but that is something only in the field of educa- 
tion. The civil defense people in the cities and States did not have 
access to surplus property until 15 months ago. 

Mr. Tuomas. Go ahead. 


CORPS OF ENGINEERS ACTIVITIES 


Mr. Horen. Then the Corps of Engineers under the Department of 
Defense, $130,000,. That was for inventory of port terminal facili- 
ties, heavy engineering and construction equipment, inventory items, 
and so on, to see whether it would be usable and so forth, particularly 
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for planning purposes and also to see how it would fit in the damage 
assessment program. 

Mr. Tuomas. Port terminal facilities? 

Mr. Horen. Port terminal facilities and also heavy construction 
eeaere It was to determine what effect, for instance, an attack 
would have on it. ; 8 ) 

Mr. Tuomas. The Corps of Engineers, is not that one of their 
main functions, to keep these ports open ? 

Then we have a unit over in the Interstate Commerce Commission 
itself which has a unit which tries to keep up with the ports. If that 
is not under their jurisdiction, they have been doing it anyway. 

Go ahead. We have a lot of duplication there with other agencies, 
and I am only trying to figure out what it is, as we go along. 

Mr. Horen. Mr. Thomas, I want to call your attention to the fact 
that we have these delegate agencies coming in at 1 o’clock this after- 
noon, I will proceed now but I am going to give you the best that 
I know with reference to each item. I am here to sustain that. 

Mr. Tuomas. I imagine that you are going to do a better job than 
they are going to do, for your information. 

Who are the rest of them? 


POST OFFICE DEPARTMENT ACTIVITIES 


Mr. Hover. The Post Office Department—$250,000. That is to de- 
velop an emergency registration and locator system. 

Mr. Tuomas. at? 

Mr. Horexn. That is to develop an emergency registration and lo- 
cator system. 

Mr. Tomas. What do you mean by that? 

Mr. Horenu. For instance, pertaining to emergency address change 
cards. 

Mr. Tuomas. Just old John Doakes and Bill Smith ? 

Mr. Horen. Yes, sir. 

Mr. Tuomas. They could not do it in 50 years, much less under 
emergency conditions. If you have a letter addressed to Bill Jones 
at 212 X Street and if he has moved, they will not even look it up 
and say he has moved. They will not look it up, but now under this 
item of $250,000. they are going to look it up? 

Mr. Horexn. That is part of it and the other part of it is for print- 
ing and distributing pamphlets to the postal employees in conjunc- 
tion with us, but they will then take part in this activity by which 
they can properly train postal employees for a civil defense mission. 
That is the other part of it. 

Mr. Tomas. What are some of the others? 


LABOR DEPARTMENT ACTIVITIES 


Mr. Horcu. In the Labor Department, that is, in conjunction with 
ODM and the Federal civil defense. They have requested $1,540,200. 

Mr. Tuomas. For the Labor Department? 

Mr. Horex. Yes, sir. That is to develop manpower requirements, 
supply data for mobilization and damage assessment planning, and 
to organize the State employment service departments. That is, the 
States would control manpewer. In other words, that would include 
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the analysis of skills and with that information we would be able 
to meet labor requirements better. 

Mr. Tuomas. How is that possible? The Labor Department as 
of today is supposed to have a pretty good idea of the labor needs 
mevery community. That is their function. 

Mr. Horex. Yes, sir. 

Mr. Tuomas. We cannot tell how badly the town is gomg to be 
hit, but you certainly cannot do that until it is torn up. 

Mr. Horexw. No, sit. 

Mr. Tuomas. It is just purely a as to the labor needs? 

Mr. Vursett. I am looking at the item of grants to States for 
unemployment compensation, unemployment service administration, 
$1,300,000, 

I see that under this tab, and I would rather. think that would be an 
emergency action of the Congress: I think in case of disaster that 
that is so broad, this grant to States for unemployment compensation 
and the unemployment service adunnistration, $1,300,000—— 

Mr. Horen. That is, however, niore for planning and for overall 
preparation and for the management of labor needs, if it eame to 
that, sir. It is more in the way of preparation and planning than 
execution. 

AGRICULTURE DEPARTMENT ACTIVITIES 


The other Department is Agriculture, $130,000 for that, with ODM. 

Mr. Toomas. What is Agriculture going to do now? 

Mr. Hore. They are going to come up with an emergeticy food 
plan. In our national civil defense plan here we direct ther to pre- 
pare an annex giving the Nation a food plan. That will cover not 
orly production and processing but distribution of food. They are 
also going to conduct some research on atomic, biological, and chem- 
ical effects upon animals and crops. 

Mr. Tuomas. I wrote notes to myself in this justification no less 
than 6 or 8 times last night on this I statemerit, and it still holds true. 

The Atomic Energy Conn riteices has-spent on an average of 25 or 
30 million a year for the last 10 years of medical research. They are 
the top agency and they are still spending if. 

How in the world can the Agriculture Department, which is not a 
research agency, make any contribution at all in this field as compared 
with what the Atomic Energy Commission with its laboratories and 
setup for that thing in the field of biology and medicine can do? 

The atomic Energy Commission spends $25 million to $30 million 
a year just on research. 

Mr. Horen. This is pertaining to animals and crops. 

Mr. Tuomas. The Atomic Energy Commission is doing that. I 
have been to a lot of laboratories, such as the one at Argonne, and 
they have a little hothouse out there and they are doing a lot of 
“ree 

Mr. Horen. Many times you find that they have neglected this par- 
ticular field, animals, and crops. This is highly coordinated. 

Mr. THomas. Who can do it half as well as the Atomic Energy 
Commission who has the facilities, laboratories, and trained people? 
The Agriculture Department would take three or four million and 
that would be just that much money thrown out the window. 

Mr. Horeu. Agriculture has a tremendous research capacity. 
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Mr. Txoatas. But not in this field, 

Mr. Hoxcu. I cannot say as to that. The Agriculture:people again 
would beable to sustain it. We feel that this information is needed, 
but as to the capacity of their doing it, or their being the best agency 


to do it, I would have to leave that up to the agency itself. We need 
this kind of information. 


The last item is HHF A. 
HOUSING AND HOME FINANCE AGENCY ACTIVITIES 


Mr. THomas. Housing and Home Finance Agency ? 

Mr. Horcxu. Yes. 

Mr. Tuomas. What about those ? 

Mr. Horeu. That again is preparation and planning for the support 
of States in supplying emergency lodging in case of an emergency. 

Mr. Tuomas. You mean the Housing and Home Finance Agency 
is agg bee supply emergency housing? — 

r. Horan. No. They make plans and preparation for supporting 
the States in emergency housing should it become available. 

Mr. THomas. What do you mean by “make plans” ? 

Mr. Horcu. As I visualize that, they would make studies on im- 
provised housing; what is the most economical way of coming forth 
with emergency housing. 

Mr. Tuomas. Mr. Cole already has an army of esapia ees in his 
own headquarters. I do not know why he cannot do a little planning 
and studying. They have been planning and studying that for a 
little over 10 years. I do not know what contribution he is going 
to make to civil defense that he has not already made. 

Mr. Horeu. Mr. Chairman, these delegate agencies will come in to 
explain that at 1 o’clock. 

r. Tuomas. Bring them in and let us talk to them. 


SUMMARY OF APPROPRIATIONS 


At this point in the record we shall insert the table shown on page 
2 entitled “Summary of Appropriations.” 

If there is no objection we will put in your narrative at this point 
inthe record. That iscovered on pages 5 and 6. 

(The material referred to follows 5 
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Summary of appropriations 













1958 estimate | 1959 estimate 





APPROPRIATIONS 
Opereeos, 
PROTO Cr OCe a A wo cc cee wce ds ast eco bes oeemeckl eee 
z Planning and intelligence-.-...............-.-.....---.- 
8. Research and development.....-.........---.....+----4 
4. Warning and operations plans................-..-..---- 
5. Resources and requirements.__............-.-...--.--.- 
Education and training... .....1-.-.--..0-220-.-.---.-- 
7. Specialised lailson ... 2... 5.6.21. scape Sy anes 
8. General administration and stockpile operations... - 
0, Feed Operdenee. Fens e 250 ee cts 


Adjustments: 
Comparative transfers to other accounts._...........-....} 2,383,266; 130,000 |...-......_... 
Unobligated balance no longer available..................} 349, 504 |-..-0 eee ee fee eese see 


SE «220 bamtaeocrdemmanamatdatiammwent oa 


Suaeney plies and equipment: 
1. Medial supplies and Me ge 
Seo SF Ae eg LS a 
6b) Medical and surgical .........................- Sire ne Fos a a ck 
c) Blood and shock therapy................-......] 7,477, Al |------------- =| 2-22-2222 eee 
ED. CORRE no» sdiithan oar eine =~ amateniie= cryasim-ciiienine tiki a) a enenielintitciatndiae ae 


Total medical supplies and equipment.......| 40, 560,787 |......-.....--}.-----.----.-. 
2. Radiological and chemical warfare defense equipment... 4 Yer See 
3. Warehousing and maintenance of stockpile............- 


47, 747, 306 


Adjustments: 
Comparative transfers from other accounts. _—......._-... —2, 333, Fe ettibarnstin ht adediaalinaae 


Unobligated balance no longer available. .............-.-- 











47, 000, 000 3, 300, 000 


Research and development: 





























1, Garvivel, Cheatin sks en hn dekeonstses 5, 767, 241 §, 121, 720 | suds eis 
2. Research: 
(a) Warning and communications................-. 105, 558 
(b) Radiological defense --......_.....2-.---.---- 145, 000 
(c) Engineering and nuclear testing. -.............. 2, 147, 219 
(d) Health and medical. ............22..-.--..--... 20, 000 
Mm ta te tele Set 301, 500 
Sa Re 8 B48 a i Pe LE OE aig PE Oa 110, 458 
NEE tents tennant 8, 596, 976 
Adjustments: 
Advances and reimbursements from other accounts ---__- 7ST; OOD Fis cee Jo asd 
Unobligated balance brought forward_..................-. —6, 928, 843 
Unobligated balance carried forward....................-. 9, 042,867 | 1,500,000 j......._...... 
AiO, son sak SR ee LL 10, 000, 000 2, 000, 000 
I OLE DELETED 11, 754, 134 14, 021, 527 
Adjustments: 
Unobligated balance brought forward_-...._.- —8, 993, 082 | —14, 021, 527 
Unobligated balance carried forward.......... 14, 021, 527 17, 000, 000 
Unobligated balance no longer available Wile GD Leecintnteniamneinein 
ote). 5s AWA. A. ie... 17, 000, 000 
Civil eC functions of Federal agencies: 
Minima Bo 40 ongt! ai Tilidianeqeet YiEMlbI: 
Comparative transfers to other accounts 
Unobligated balance no longer available 
A ppmOprlAtied < oiiisc bids eis bs hth <bean ee pendceassens 
Patel, of ennrenstatieah, gc .cqanaccecdsenscbiegeccgnnce 
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INTRODUCTION 


Harly in 1957 the staff of the Federal Civil Defense Administration addressed 
itself to the task of drawing up plans for fiscal year 1959. In approaching this 
job, we started with these basic premises : 

1. That the magnitude and complexity of the national nonmilitary defense prob- 
lem would always make it imperative that priority and emphasis be given to the 
most productive programs ; 

2. That the present existence of a given program did not automatically justify 
its continuation during 1959 (and therefore during the transition period of 1958) ; 

3. That greater emphasis must be placed on the role of emergency government 
of all types—Federal, State, county, and city. 

In our minds as we debated these points was the fact that national survival 
is not an automatic reaction. Many individuals and groups have many difficult 
jobs to do in order to bring about that survival, especially in working toward the 
survival of the concepts and ideals which form the basis for our system of govern- 
ment and way of life. 

Our first step was to develop a top-secret background intelligence study which 
discussed the nature of the threat in 1959 and 1960. Based on that study, we 
developed certain unclassified assumptions to be used generally in our planning 
for 1958 and 1959. Those assumptions were: 

That while the Union of Soviet Socialist Republics does not intend to initiate 
general war in fiscal year 1959, the possibility of general war through inadvertence 
has neither increased nor disappeared. 

That the Union of Soviet Socialist Republics has the capability of inflicting 
extremely heavy damage on the United States in the event general war oecurs— 
and that this capability is continuing to grow. 

That the administration proposals for strengthening civil defense through such 
means as Federal matching funds for personnel and administrative expenses will 
have been legislated by the Congress. 

That the provision of an adequate and appropriate shelter system still lies in 
the future. 

That much can be done, independent of shelter, to strengthen the Nation’s ability 
to survive. 

That given the leadership of well-prepared emergency government, free people 
and their institutions can, and will, survive. 

With these assumptions as background, we defined our task to be to prepare 
a coordinated, attainable, practical, and effective nonmilitary defense program 
for fiscal year 1959. This program should suggest positive activities through 
which the efforts of the Federal Civil Defense Administration and other partici- 
pants in nonmilitary defense may be given proper emphasis and directed to- 
ward recognizable common objectives. 

Our analysis indicated that the Government is now engaged in many worth- 
while activities in preparation for an emergency, and that there are other 
worthwhile activities which might be added. However, worthwhileness of an 
activity, we were forced to conclude, is not automatic justification for either its 
continuance or adoption: If we were to keep to our purpose, we would have to 
engage in a small number of programs in fiscal 1959; concentrate our efforts on 
making recognizable progress in these few programs; and curtail those activities 
that did not contribute to these major program efforts. 

After careful study and detailed discussions we concluded that the major 
civil defense effort should be put behind two specific groups of programs. One 
of these groups has as its objective converting routine government into govern- 
ment capable of exercising extraordinary responsibility in time of emergency. 
This group of programs was to be called “Government in Emergency.” 

The second program has as its objective creating, primarily through research 
and training, a national defensive capability against radiological hazards. This 
was to be termed, appropriately, “Radiological Defense.” 

Although primary attention is to be focused on the two main program areas 
mentioned, the Federal Civil Defense Administration would continue to give 
specific leadership and guidance in shelter and evacuation programs as distinct 
from a Government-sponsored shelter program which is still under consideration 
in the executive branch. Our efforts in this field are to be concentrated on 
defense against radiological effects, with no large investments in hardware or 
facilities to be undertaken. Rather we would focus our attention on such 
elements of existing programs as better use of existing structures and movement 
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capabilities, use of existing underground space, developing criteria for new con- 
struction, and hardening or dispersing targets or both. 

These, in brief, are the main groups of programs upon which FCDA will place 
maximum emphasis during 1959. They are described in greater detail in the 
pages following, along with certain companion efforts which will contribute to 
the realization of our major objectives. 


Mr. Tuomas. This gives your principal groups of programs. ‘The 
first is government in emergency. 

The second is the coditenin defense. Those are your two main 
things and then I believe you added another one a while ago that I 
did not find set out in your narrative justification. 

What was the third one? 

Mr. Horcu. The third one is, in any opinion, the most crucial one. 
This national civil defense plan gives overall direetion and guidance. 

Mr. TxHomas. You did not set it out in your justifications with very 
much detail. 

Mr. Horex. That was completed only after the budget was com- 
pleted. I have been working on this personally for 4 months day 
and night. 

Mr. Tuomas. We agree with you, if you are going to take the 
authority out of Washington and put it in the Seal communities, 
rather than the responsibility, and you keep overall direction, If 
you are going to be the teacher and rely upon the local communities 
to carry out what they have been taught, we are for you. That is my 
way of expressing it. 

] noticed some of this language is worth repetition. 


BASIC PREMISES FOR PLANS IN FISCAL YEAR 1959 


We already have pages 5 and 6 in the record where you say, 


Early in 1957 the staff of the Federal Civil Defense Administration addressed 
itself to the task of drawing up plans for fiscal year 1959. In approaching this 
job we started with these basic premises : 

(1) That the magnitude and complexity of the national nonmilitary defense 
problem would always make it imperative that priority and emphasis be given 
to the most productive programs ; 

(2) That the present existence of a given program did not automatically justify 
its continuation during 1959 (and therefore during the transition period of 1958) ; 

(3) That greater emphasis must be placed on the role of emergency govern- 
ment of all types—Federal, State, county, and city. 


22811—58—pt. 2-—— 28 
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“Number 3 really rings the bell while numbers 1 and 2 do not add too 
much, do they? 
. Here is another sentence in the middle of the page which says, 

‘ Our first step was to develop a top-secret background intelligence study which 
discussed the nature of the threat in 1959 and 1960. Based on that study, we de- 
veloped. certain. unclassified assumptions to be used generally in our planning 
for 1958 and 1959. 

You then set those out in the record. 

In my notes I have the following question: How much time and 
energy did you put on this study, this intelligence study ? 

Mr. Horeu. We estimate 2 man-years. 

Mr. Tuomas. Out of your 1,400 employees ? 

Mr. Horexn. Yes, sir. 

Mr. Tuomas, You did not put too much time and effort on it then, 
did you ? 

r. Herreirincer. This material was generally available from 
other sources. 

Mr. Tuomas. You are not in the intelligence field, are you? 

Mr. Hogcu. No, sir. 

Mr. Tuomas. Thatis not a part of your job? 

Mr. Hozen. No, sir. 

Mr, Tuomas. As a matter of fact, we have an army of intelligence 
workers. 

Here is another paragraph that I underscored. 

After careful study and detailed discussions we concluded that the major civil 
defense effort should be put behind two specific groups of programs. One of 
these groups has as its objective converting routine government into government 
capable of exercising extraordinary responsibility in time of emergency. This 
group of programs was to be called “Government in Emergency,” 

The second program has as its objective creating, primarily through research 


and training, a national defensive capability against radiological hazards. This 
was to be termed, appropriately, “Radiological Defense,” 


GOVERNMENT IN EMERGENCY 


CONTINUITY OF GOVERNMENT 


Here we have some more of your good reading material and at this 
point in the record we will insert pages 8 and 9. 
(The pages referred to follow :) 


CONTINUITY OF GOVERNMENT 
GENERAL STATEMENT 


In the event of a massive nuclear attack upon this country, government opera- 
tions could be either disrupted or destroyed. Damage to nationwide commu- 
nication and transportation networks might cause many local governments to 
be isolated for an extensive period of time. Important to the survival of the 
Nation will be the ability of State and local governments to carry out their 
responsibilities under such conditions. Continuity of government is a pre- 
attack program designed to assist State and local governments in setting up 
machinery to insure their continued existence and ability to operate under 
emergency conditions. 

The program has four specific elements: 

1. Establishment of lines of succession. This element covers: 

(a) Top elective and appointive officials of the executive branch 
(b>) All members of legislative bodies and the judiciary 
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(c). Other key personnel whose positions are determined to be vital to 
emergency operations of government. 

2. Preservation of essential records. This element applies to protection of 
records required to: 

(a) Protect the rights and interests of individuals 

(b) Facilitate the conduct of government functions which must be con- 
tinued during an emergency 

(c) Protect the rights and interests of governments. 

8. Establishment of emergency locations. This element applies only to gov- 
ernments having direct emergency operating responsibilities, so that they may 
have a safer place suitably equipped to conduct emergency operations. 

4. Full utilization of government resources. This element involves assigning 
all governmental personnel, facilities, and equipment to emergency operations. 


WORK OBJECTIVES FOR 1959 


The following work objectives are scheduled for 1959: 
(a) With regard to Federal agencies : 

(1) It will be the aim of FCDA to cooperate with other elements of the 
Federal Government in achieving the four program objectives with regard 
to all Federal agencies, during fiscal year 1959 if possible, but otherwise 
with completion definitely scheduled for fiscal year 1960. 

(b) With regard to States: 

(1) Establishment of lines of succession for the executive branch of 
State governments, accompanied by enabling legislation for local govern- 
ments. 


(2) Preservation of records required to conduct emergency operations of 
government. 

(3) Establishment of main emergency locations (main control centers) 
for government operations. 

(4) Assignment of all State employees, facilities, and equipment to emer- 
gency functions of government, 

({c) With respect to critical target areas: 

(1) Establishment of lines of succession for the executive branches of 
local government, 

(2) Preservation of the records essential to the conduct of emergency 
operations of government. 

(3) The establishment of emergency locations for government either 
through hardening existing facilities to withstand fallout and the improve- 
ment of existing equipment, or through the construction of new, well-equipped 
facilities so located and constructed as to be capable of withstanding blast, 
thermal, and fallout effects. 

(4) Assignment of all local government employees, facilities, and equip- 
ment to emergency functions of government. 


PROGRAM OPERATION 


1. Establishment of lines of succession. The responsibility for establishing 
emergency lines of succession rests with top executive officials, such as governors, 
mayors, and county commissioners, and with legislative and judicial officials. 
FCDA regional offices will work directly with the appropriate officials to assist 
them in executing the program. The agency will also work through the follow- 
ing organizations in promoting the objectives of this program element: United 
States Conference of Mayors, American Municipal Association, National Associa- 
tion of County Officials, and Council of State Governments. 


PRESERVATION OF RECORDS 


Mr. Tuomas. I notice on page 10 you say: 


FCDA representatives will work directly with such officials in determining the 
types of records essential to Government operations under postattack conditions, 
and in selecting the most advantageous methods of preserving records. 

Mr. Horcu. In the local government, or city, he is charged with 
peeping the records, let us say, of all of the utilities of that community. 
He could check with the civil-defense man and ask what other com- 
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munities are doing and what is best. We do not make the decision. 
The civil-defense people do not, 

Mr. Tuomas. If Houston = bombed out, we are not interested in 
whether Bill Jones paid his last month’s water bill. If you are going 
to keep those records, you are certainly wasting a lot of time and effort. 
All we are going to want to know is, are we going to be able to get 
water and where is it coming from, and so forth. 

Mr. Hozau. Where your gas mains are. 


CAPACITY FOR OPERATIONS 


Mr. THomas. We now come to capacity for operations and we will 
at this point in the record insert pages 12 to 20, inclusive. 

I dislike making this record burdensomely long, but this is really 
good reading material. 

(The pages referred to follow :) 


CAPACITY FOR OPERATIONS 
GENERAL STATEMENT 


The capacity for operations program is one of the programs established by the 
Federal Civil Defense Administration to strengthen the nonmilitary defensive 
competence of governments at every level. Bssentially, the program covers the 
Federal Government’s efforts to develop and maintain an effective nonmilitary 
defense capacity on the part of all echelons of government. 

A number of activities are planned for fiscal year 1959. These plans call for 
(a) research and development into warning and information systems which will 
enable prompt and informed emergency decisions to be made at every level of 
government following an attack; (b) assistance to States and principal target 
cities in establishing control centers at proper locations; and (c) guidance to the 
States for determining their role and activities in an emergency situation. 
These elements are in no way all-inclusive, but are indicative of the types of 
activities which are necessary to enhance our National emergency operational 
capacity. 

PROGRAM ELEMENTS 


The first of the activities designed to improve the capacity for emergency 
operations is expansion of joint planning efforts by the Federal Civil Defense 
Administration and the Department of Defense, by FCDA regional offices and 
Army area headquarters, and other interested parties. Through these efforts, 
preattack procedures can be improved. 

The procedures for preattack activity which are worked out with other agencies 
will be made ua part of the Federal pian for operations. Under this plan, which 
will see intensive development in fiscal year 1959, the broad responsibilities pres- 
ently set forth fn a basic delineation of responsibilities paper will be refined so 
that the emergency mission of local governments may be made more definitive. 
A clear understanding of responsibilities before and after attack is essential to 
a strong, nonmilitary defense. 

Other planning activities will be directed toward reorienting Federal agencies 
to the new programs to be undertaken in fiscal year 1959. This will mean in 
some instances changing the emphasis of civil defense activities already delegated 
to other Federal agencies. 

Manuals setting forth standard operating procedures will be revised to con- 
form to the current emergency plans, or more specifically, to the Federal plan 
for operations. Charts, slides and other materials explaining the Federal plan 
for operations must be prepared; ether booklets, now obsolete, must be revised 
to reflect new concepts of nonmilitary defense. 


RESEARCH AND DEVELOPMENT 


Research in this program is concentrated on the improvement of technical 
communications. _ In fiscal year 1959, personnel utilized for this purpose will be 
involved in the review of results from contracts such as the following: 
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1. Low frequency radio communications-—Under this contract, an experi- 
mental transmitter will be installed as an aid in determining methods and tech- 
niques for communicating with the public. 

2. Control center radio communication system.—aA study will be conducted to 
determine the adequacy of control center communications facilities and to de- 
velop new techniques to overcome the deficiencies discovered. 

3. Internal warning system.—The typical transmission characteristics and 
signal attenuation of different types of powerlines will be studied. The results 
of the study will have application in the further design of improved home warning 
receivers. 

WARNING AND TACTICAL COMMUNICATIONS 


Aside from the research aspects of communications, there is a continuing need 
to maintain present emergency warning and information facilities. The follow- 
ae communications facilities will be in use or on a standby basis in fiscal year 
1959 : 

1. National communications system (NACOM): the operational network of 
teletypewriter and voice circuits. 

2. National warning system (NAWAS): the system for delivering warning 
of impending attack throughout the Nation. 

3. Warning time computers: for faster computation of warning time. 

4. Cryptographic facilities: for greater security of transmission. 

5. Emergency command network: to be the mode of radio contract with FCDA 
regional locations. 

6. Radio broadcast stations for warning: primarily for warning isolated and/ 
or rural areas. 

BOMB DAMAGE ASSESSMENT 


This activity, related to communications, will be accelerated in fiscal year 
1959. It is hoped that ultimately an automatic damage assessment system may 
be established which will report to all levels of Government the damages result- 
ing from attack. In fiscal year 1959, the program will be limited to the study of 
attack patterns in relation to the damages suffered. 


TEST EXERCISES 


Among the activities having an important impact in fiscal year 1959, are the 
scheduled and surprise tests of the country’s nonmilitary preparedness. In 
addition to Operation Alert, there will be tests involving FCDA National Head- 
quarters and regions only, and others bringing into play the whole Federal estab- 
lishment. 

Operation Alert 1959 will provide the first opportunity for many States and 
localities to test in a national exercise the operations plans developed under the 
federally financed operations planning program. 

FCDA regional offices will assist the States and local governments in conduct- 
ing individual tests and, in addition, will schedule during the year at least one 
regional exercise involving their States. 

These exercises provide, at all levels of government, a means of— 

(1) training of officials and other personnel in the execution of their responsi- 
bilities under simulated emergency conditions ; 

(2) testing of policies and plans to: (@) meet the survival and recovery needs 
of the Nation, (6) maintain and strengthen the functioning of Government at 
local, State, and National levels, and (c) determine the modification in mobili- 
zation planning necessary to enable the Nation to best meet the emergency 
situation. 

Testing and revision of readiness plans are required at each level of govern- 
ment. Exercises at the local level are preparatory to statewide exercises, state- 
wide are preparatory to the yearly national exercise. These are the basis for 
appraising and improving the nonmilitary defense readiness of the Nation. 
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RADIOLOGICAL DEFENSE © 


IMMEDIATE PROGRAM 


(a), Maximum utilization of existing resources. 
(b) Public education and technical instruction, 
(e) Improved capability for fallout prediction. 
(d@) Increased capability to measure radiation, 
(e): Increased radiological communications and warning. 


LONGER TERM PROGRAM 


(a) Continued research and development in all parts of program. 
(b) Physical protection programs for fallout shelter. 


GENERAL STATEMENT 


The radiological defense program comprises those actions which can be taken 
to decrease the number and degree of radiation casualties, reduce or eliminate 
the harmful effects of radiological contamination on. survival, and remove or 
eliminate contamination as an obstacle to. national rehabilitation. 

Efforts in radiological defense are directed simultaneously toward immediate 
and ‘longer. term objectives. Included in the immediate objectives for fiscal 
year 1959 are: 

(a) Extension of the current effort to organize from resources existing 
within the Federal, State, and municipal governments a workable radio-,, 
logical defense capability ; 

(bd) Expansion of the education program on known effects of radiation 
and defense against radioactive fallout; 

({c) Improvement of the system for predicting radiological fallout areas 
and warning personne! of radiation hazards; and 

(d) Continued development of a radiation measurement and reporting 
eapability for both local application and national assessment. 

Longer term objectives which will receive emphasis during fiscal year 1959 
are in the field of research and development. They include: 

(a) Problems of broad-area radiological monitoring and reporting 
systems ; 

(>) Diagnosis and treatment of radiation injury; 

(¢) Radiological countermeasures, such as decontamination ; 

(a) Comprehensive program to study effects of radiological fallout in 
relation to shelter design, fallout shelter program, including standards, 
administrative problems, cost estimates; and 

(e) Long-range ecological problems, such as the uptake of contaminants 
by plants and animals. 


PROGRAM ACTIVITIES 


Activities during fiscal year 1959 are scheduled as follows: 

(a) Using the fixed facilities of the Civil Aeronautics Administration and 
the Weather Bureau as a monitoring net for reporting radiation levels. 
This. monitoring net will be extended to include the capability and fixed 
facilities of, other Federal agencies. 

(b) Broadening the program of public education on recognition ef and 
protection against the hazards of nuclear radiation. Pertinent radiological 
defense information will be the principal subject of all appropriate FCDA 
education materials. All possible means will be used to indoctrinate the 
general.public on the hazards of fallout and the safety measures.which can 
be taken for personal and family protection. The training staff will con- 
tinue its actiyity to integrate radiological defense information into the pub- 
lic-school curriculums. This will be done in cooperation with professional 
educational organizations and the Unted States Office of Education. 

(c) Continuing the instructional program to teach “teacher,” concentrat- 
ing on government personnel, the educational system and protective serv- 
ices—fire, police, and health. Important in this program will be the activi- 
ties of the FCDA Radiological Defense School, which will continue its 
training of key government officials. 
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(d) Participation in the Atomic Energy Commission’s test programs for 
training personnel and for the development of technical and operational 
information. , , 

(e) Continued utilization of government, educational, industrial, and pri- 
vate resources—such as the National Bureau of Standards, Naval Radiologi- 
cal Defense Laboratory, and University of California—to provide both basie 
and operational data and techniques for general program use. 


PROGRAM EVALUATION 


Radioactive fallout forecast program:-—tThe need for defense measures against 
radioactive fallout from nuclear explosions led to the establishment. of a fallout 
forecast program by the United States Weather Bureau in June 1955. The ini- 
tial program provided data for fallout patterns around the Nation’s 72 critical 
target areas. The program was expanded in February 1957 to cover the entire 
Nation, Alaska, and Hawaii. During fiscal year 1957 the number of stations 
making fallout forecasts was increased from 52 to 68 in the continental United 
States and 8 stations of the Canadian Meteorological Service began to provide 
fallout forecasts on a cooperative basis. 


RESEARCH AND DEVELOPMENT 


Most research programs in radiological defense are relatively new and signifi- 
cant progress is not expected before the end of fiscal year 1958. To date, re- 
Search programs have produced instruments for detection and measurement of 
the hazards associated with radioactive contamination. These radiological 
instruments include a beta-gamma discriminating survey meter and an a€rial 
survey meter. Knowledge leading to the improvement of radiological instru- 
mentation has been gained by participation in. the continental weapons tests. 
This participation has also provided increased knowledge of the effects of nuclear 
radiation and more realistic operations techniques. 

With the release of information concerning the hazard of fallout associated” 
with thermonuclear weapons, came an increasing concern for more accurate 
information as to the nature and extent of this hazard. It was necessary to let 
contracts for the necessary research and development of this problem. Among 
these is the research program with the University of California for the develop- 
ment of information needed to improve the national radiological defense. capa- 
bility—including fallout-shelter evaluation techniques, studies of fallout trans- 
port and deposition, treatment of mass radiation casualties and.evaluation of 
monitoring systems. Completion of this contract should provide basic and 
operational data consistent. with the immediate and longer term objectives in 
this program. In addition to this contract and indicative of others programed 
for fiscal years 1958-59, are the following research contracts: 

(a) Naval Radiological Defense Laboratory.——The objective of this pro- 
gram is to study: . 

1. Diagnosis and treatment of radiation injury; 

2. Biological effects of deeply penetrating radiation ; 
8. Internal radiation hazards; and 

4. Surface effects of radiation from nuclear weapons. 

(b) Ionizing radiation study—National Bureau of Standards.—The ob- 
jectives of this program are to make.a study of shielding requirements in 
makeshift or prepared shelters, make instrumentation studies, and to 
develop safety standards for people in fallout areas. 

(c) State of Massachusetts—An addendum to the survival plan project 
for Massachusetts provides for a pilot study of radiological survival plans 
for local, area, State, and regional levels on the basis of existing equipment 
and organizational structures. This study will be coordinated with other 
survival projects in New England, and the results will be evaluated as to 
their application to similar organizational units throughout the United 
States. 

(d) Aerial survey instruments—Atomic Energy Commission.—In. order 
to provide aerial survey instruments to meet FCDA specifications, an agree- 
ment has been reached with the New York operations office of AEC to 
develop and test prototype instruments. 
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RESEARCH CONTRACTS 


Mr. Tuomas. We are passing over this mighty lightly and again 
we say that the Atomic Energy Commission spends $25 or $30 million 
on medicine and biology. 

On page 19 you say: 

With the release of information concerning the hazard of fallout associated 
with thermonuclear weapons, came an increase in concern for more accurate in- 
formation as to the nature and extent of this hazard. It was necessary to let 
contracts for the necessary research and development of this problem * * *. 

To whom did you let these contracts? 

Mr. Horen. The University of California. 

Mr. Tuomas. You let them 2°or 3 times and the Atomic Energy 
Commission 

Mr. Horen. We are highly coordinated with them. 

Mr. Tuomas. You are subsidizing the University of California in 
this regard ? 

Mr. Hornex. We are working with the University of California in 
this regard. 

Mr. THomas (reading). 

* * * Among these is the research program with the University of California 
for the development of information needed to improve the national radio- 
logieal defense capability, including fallout-shelter evaluation techniques, studies 
of fallout transport and deposition, treatment of mass radiation casualties and 
evaluation of monitoring systems. Completion of this contract should pro- 
vide basic and operational data consistent with the immediate and longer term 
objectives in this program * * *, 

How much are you spending for this? Is this all with the Uni- 
versity of California? 

Mr. Horeu. Yes, sir. 

Mr. THomas. The Atmoic Energy Commission has set up a unit 
in the University of California, so we are paying for it twice ? 

Mr. Horcu. No, sir; we are not paying for it twice because this is 
coordinated with the Atomic Energy Commission. The amount of 
money we are expending is $756,000. 

Mr. Troms. How much did you spend last year and how much will 
you spend this year? 

Mr. Herrevrrneer. In fiscal year 1957 we spent $456,000 and in 
1958 the contract will cost $300,000. 

Mr. Tuomas. Is it supposed to be terminated this year? 

Mr. HEFFeLFINGER. Yes. 

Mr. Tuomas. At a total cost of $756,000? 

Mr. Herreirincer. Yes. 





RESULTS OF RADIOLOGICAL RESEARCH CONTRACTS 


Mr. THomas. What answers do you expect to get from this $756,000 ? 

Mr. Hore. There are several answers we expect to get. One is 
how to afford protection to public buildings, homes, and other 
structures. 

Second is to check the existing research programs. 

Mr. Toomas. Who is doing that for you, the Radiation Laboratory 


of the University of California under Dr. Lawrence? 
Mr. Horen. I do not recall the name. 
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Mr. Herrecrrncer. I do not know the name of the individual in 
charge of the project. 


Mr. cenit at information have you gotten so far for your 
money 

Mr. Hore. We were a little dissatisfied with some of the first 
results, and we have had to revise it and get a little more direction 
init. I think now the results we are going to get will be worth it. 

Mr. Tuomas. Can you enumerate the results you have gotten? 

Mr. Horeu. This ts ultimately what we are going to get. They are 


checking the existing research programs to evaluate damage to human 
tissues from radiation. 


Mr. Tuomas. Who is doing that? 

Mr. Horeu. The University of California. 

Mr. Tuomas. The Atomic Energy Commission spends $25 million 
on medicine and biology alone on pure research. Why should not 
pe do it? They know more about that than everybody else put. to- 
gether. 

Mr. Horen. They have a contract with the University of California, 
and this is coordinated with them. This is our part of the expenditure 
in which we pinpoint certain definite information that we have to 
have. 

Mr. Triomas. What will you do with the information on the radio- 
logical research in the field of genetics? That is what you are getting 
into? 

Mr. Horeu. That is right. 

Mr. Tuomas. What business does your agency have to get into that ? 
You are not concerned with that. 

Mr. Horeu. Yes, sir; because we have to protect life and property 
and we therefore do have a vital interest in that. 

Mr. Tuomas. The Atomic Energy Commission has a big hospital 
and laboratory in Japan where they have been studying the effects on 
the Japanese that have been bombed. If they do not have that infor- 
mation how will you get it if you spend $756,000 at a university in 
this country ¢ 
Mr. Horeu. We have that, but it is a matter of refining it more than 
that. 

Mr. Tuomas. If you needed it more refined than that, I cannot 
imagine it. It seems to me you have an expenditure here you do not 
need. The shielding of houses is something else. I am speaking of 
this expenditure in the field of medicine and biology. 

Mr. Horeu. That would be a small part of the $756,000 that we 
have or areexpending. That isasmall part of it. 

Mr. Tuomas. Break it down. 

Mr. Horen. If I may continue, third is developing methods for 
measuring radiation levels on wind data and fallout distribution. 

Fourth, the study of fallout patterns to determine what we need 
by way of monitoring stations. We have the duty of setting up a 
radiological defense in this country and that. information is vital. 

Fifth, we want to learn whether an rs large fire would 
prevent fallout from falling on a city. We need to know that answer. 

Mr. Tuomas. How can the University of California come up with 
that answer? The Atomic Energy Commission goes to Arco Proving 
Grounds and they have a tremendous staff out there studying fallouts 
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and, shore is a perfect test. Why can they not give you that infor- 
mation ¢ 

Mr. Hoxen. Again, sir, this is highly coordinated with the Atomic 
Energy Commission. It might be a matter where they do not go 
that far and the University of California is takmg over that par- 
ticular part. 

Mr. Tuomas. Is the University of California making experiments 
on fallout at Arco and other proving grounds? 

Mr. Horner. I donot know. Ido not think so. 

Mr. Tuomas. How can they come up with a satisfactory answer 
unless they are there? That is the real test. 

Mr. Horeu. They probably evaluate the findings from those tests 
and based on their scientific knowledge they come up with the 
answers. ‘ 

Mr. Tuomas. The Atomic Energy Commission would be the ones 
to do that. It looks to me like we are jumping over in somebody 
else’s field. If there is any information available the Atomic Energ 
Commission should have it, so I am not sure what you will get with 
your three-quarters of a million dollars that you cannot get now all 
for free. 

Mr. Horeu. I checked that matter personally to make sure we were 
not transgressing on the Atomic Energy Commission and we found 
there would not be any overlapping, and in conjunction with them they 
felt we were right in asking for this type of information. 

We have the National Academy of Sciences that checks every one 
of our contracts. We check to see that there is not a duplicity of 
effort and I can assure you in this case there has been no duplicity of 
effort because I personally checked it. 

Mr. Tuomas. Well, we have a very high regard for the National 
Academy of Sciences. We meet with them 2 or 3 times a year in here 
and we know them pretty well. They are all scientists. 

Mr. Horex. They have been very helpful to us. 

Mr. Tuomas. And if you ask them they will tell you the Atomic 
Energy Commission will come nearer furnishing you that informa- 
tion than anyoneelse. It is their job to do it. 


SHELTER-EVACUATION 


We will put pages 22 and 23 in the record. This is dealing with 
shelters and evacuation. 
(The material referred to follows:) 


SHELTER—EVACUATION 


GENERAL STATEMENT 


The national capacity to survive a modern war will depend in part upon both 
a movement and a shelter capability. Plans must be developed to utilize the 
greatest potentials of movement and shelter. With sufficient warning time, 
evacuation is the best protection against nuclear weapons. The evacuation must 
be organized, timed, and supervised and the reception and care in safer areas 
must be administered. 

During a period of international tension, a strategic evacuation may be highly 
desirable. Immediately preceding an attack, a. tactical evacuation might be 
feasible. Following an attack, remedial evacuation from radioactive contam- 
imated areas may be a necessity. Use of existing structures to provide the 
maximum protection currently available to the public from blast, burn, and radi- 
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ation effects must be made if time does not permit evacuation or in the évent that 
evacuation is interrupted. 

As the intercontinental ballistic missile (ICBM) becomes a reality, the need 
for a national shelter program could be more urgent. 

The Federal Civil Defense Administration has been engaged in a federally- 
financed operations planning program which will be concluded in fiscal year 
1958. Every State will have developed reasonably workable operations plans by 
that date. These plans will cover both State and local levels and will be co- 
ordinated within the State and with surrounding States. These plans include 
an analysis of possible shelter requirements in terms of daytime and nighttime 
population. These plans also include analyses of both movement and structural 
availability from the standpoint of blast, burn, and radiological protection in 
the areas under study. 

Information developed in this planning effort, and new technical data from 
nuclear tests will require FCDA to continue to appraise both blast and fallout 
shelter designs, and to incorporate new information into eurrent shelter and 
movement plans. 

As surveys reveal shelter deficiencies, current standards for protectice con- 
struction will be reviewed, and additional criteria will be developed for design, 
location, and construction of new protective facilities, and/or modification of 
existing facilities, so as to provide necessary protection from the effects of 
present and future weapons. To assure that recommended standards for pro- 
tective construction are adequate, FCDA will continue to partiicpate in nuclear- 
test programs, review up-to-date technical literature, and develop engineering 
design data and specifications for blast and radiation-safe shelters, and standards 
for protective construction. 


PLANNING AND RESEARCH EFFORTS 


FCDA will engage in the following actiivties in fulfillment of the shelter 
and evacuation program objectives: 

(@) Further development of plans for a possible national shelter program. 

(b) Development of the most efficient and economical design for fallout 
shelters. 

(c) Development of the most efficient and economical design for blast shelters. 

(d) Development of design and location criteria for protective structures for 
continuity of government and for industry. 

(e) Development of criteria and specifications for engineering equipment es- 
sential to survival, restoration, and recovery. 

(f) Evaluating the results of structural studies for blast and radiological 
protection and other studies relating to radiological phenomena from nuclear 
fallout. 


(g) Evaluating the design standards for shelters, studies of shelter sites, 
blast closures, and valves and ventilation systems. 

Mr. Tuomas. I was very much impressed with one or two of your 
statementshere. Yousay: 


The national capacity to survive a modern war will depend in part upon both 
@ movement and a shelter capability. Plans must be developed to utilize the 
greatest potentials of movement and shelter. With sufficient warning time, 
evacuation is the best protection against nuclear weapons. The evacuation must 
be organized, timed, and supervised and the reception and care in safer areas 
must be administered. 

Of course if you had a week’s notice you might be able to get one- 
tenth of your people out of any large urban area, but if you have ten 
minutes, evacuation is out of the window. 

Mr. Horex. That is right. 

Mr. Tuomas. So we ought to tear down all these signs we have on 
the highways all over the country. What good do they do? 

Mr. Hore. We must, in Civil Defense, = for every contingency. 
If intelli , emg gave us sufficient time we feel it is best to remove the 
citizens from the immediate target areas. It is not likely we will 


have the time available, but if we did have the time available and 
had no plan—— 
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Mr. THomas. Suppose you get 24 hours’ warning, which you will 
not get, you could get a handful of people out 200 or 300 miles and then 
you would have a fallout problem. 

Mr. Horen. That is right. 

Mr. Tromas. So what good would it do to get them out? 

Mr. Horex. You would not get them out of a nontarget area. 
Washington, D. C., would probably be a target area. If you had 24 
hours’ warning it would be wise for certain people to evacuate and 
get them out of the community. In this instance we are preparing 
for reception centers. We do not have shelters, but many homes 
have improvised shelters or have facilities for improvised shelters, 
and in such a case I would like to see my two daughters and my 
wife go out 50 miles and ask a good American family if they could 
come in and stay 2 or 3 days or a week. 

Mr. Tuomas. I asked the mayor of a big industrial city in Germany 
2 or 3 years ago where he would rather be during a bombing aa. 
and what was the best protection against a bombing raid. He said, 
“In case of a bombing raid I would rather be right there,” and he 
walked to his window and pointed down beneath his window. 

I said, “Why would you rather be down there?” 

He said, “It is the safest place. We lost about as many people in 
shelters as any other place. The answer is to get your old people 
and your children out of the industrial centers, keep your working 
force here and eut down as much as you can, get the unnecessary 
people out.” Off the record. 

(Discussion off the record.) 

Mr. Horen. It is a wise policy to at least have preparations made 
and plans for it even if you never execute them. 

Mr. Trromas. There ts no question about it. 


OPERATIONS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 











LA Ie. a ote ltd kes dest 4s Ren at Ses shat Aceh cht Liles 
Program by activities: | | 

1. Executive direction _-____- $419, 019 $495, 90 $513, 000 

2. Planning and intelligence -- -_- po cibadinondintaabcesiosn 256, 518 | 284, 100 308, 000 

3. Research and development__-___- Ss caldiaDinia sen deat ta 1, 055, 876 1, 025, 000 1, 263, 000 

4. Warning and operations plans................... 3, 048, O11 4, 528, 100 5, 202, 000 

5. Resources and requirements_.........-._..-.-..-._... 205, 539 331, 000 485, 000 

6. Education and training. -...........-..-...-.-...-..-. 2, 806, 473 2, 513, 300 | 2, 700, 000 

2 eens Use... 5. Si... sadlada-biig.-ds 195, 098 198, 100 200, 000 

8. General administration and stockpile operations.._.._.- 2, 269, 422 3, 522, 500 3, 765, 000 

atone ereenete tind ann dimememepineeeaina earned 2, 621, 274 3, 972, 000 | 4, 964, 000 

ees Gene... .o. <5 2.50 SR ws A 12, 877, 230 16, 870, 000 19, 400, 000 
Financing: | 

Comparative transfers to other aecounts_.........----..-. 2, 333, 266 190,000 Ana0,-7.}.--.- 

Unobligated balance no longer available... ..........-_..-- 349, bac ; A i 


Appropriation (new obligational authority) _-.........-. 15, 560, 000 17, 000, 000 19, 400, 000 
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Object classification 






1957 actual $1958 estimate| 1959 estimate 


FEDERAL CIVIL DEFENSE ADMINISTRATION 





















































Total number of ement Remtians. ..<<«<auy-<n45 hoe 1,141 1, 389 1, 575 
Full-time equivalent of all other positions...................-- 15 16 22 
Average number of all employees___--........-..---.--.-..-.- 1, 133 1,296 1, 487 
Number of employees at end of year............--...-...-+--- 1, 191 1, 464 1, 631 
=—————=_=_=_=_ /————————— TD 
Average GS grade and salary. ...........--------------.---..- 91 $6,126)9.5 $6,641) 95 $6 688 
01 Personal services: , 
Pesmanent positions... .........-.-220-65 --<.<., ape $7, 175, 837 $8, 335, 108 $9, 808, 940 
Positions other than permanent_.....................- 102, 063 116, 036 153, 000 
Other personal services. .........----..------.- > siitieed 36, 626 141, 473 154, 627 
Total personal services... ........--.--.------.---- 7, 364, 466 8, 592, 616 10, 116, 567 
02 Travel_. “ oqruniiniaewennnl eelaie 679, 764 701, 750 000 
63 Transportation of things. Spee S) SE eS Se 147, 719 142, 810 150, 666 
08 Cammmumiontion: ser viene... ...-.<n0-2-0---0---6 200 nse aenee 1, 734, 919 2, 785, 714 3, 134, 761 
05 Rents and utility services... ..........-----. awe non dpe eee 92, 424 182, 
06 Printing and.reprodnotion..................-....--.-4..:. 937, 619 593, 418 712, 095 
07 Other contractual services --_-.......--.------------------- 835, 934 1, 938, 553 1, 779, 328 
Services performed by other agencies...............-..- Se - 5b chbeesee~ bakesecksihee- 
08 Supplies and materials__.__- State dieinspiailitin tape waite = 214, 049 327, 990 374, 571 
GO TRNIIOIN. -65, oo ort oe. ie ei icccinin-nbacen ee 323, 519 621, 474 1, 180, 953 
ll Grants, subsidies, esd conteibutions.........- +. ...2-403s4 Beso naes a 440, 531 547, 052 
12 Pensions, annuities, and insurance claims---...... ~m ower} 4 21, 955 26, 652 31, 551 
13 Refunds, awards, atid indemnities_ _..........-..----~--.-[--!.--.-.2-4- ., one ......1... 
15 Taxes and assessments._...........-.--------------------- 22,614 25, 017 32, 987 
UR VONGRETOE.. .. no 2 n non cn cennnsecctbnosecsecseaessege 6, 6, 000 6, 000 
Total, Federal Civil Defense Administration............| 12,651, 792 16, 386, 000 19, 182, 000 
ALLOCATION ACCOUNTS 
Total number of permanent positions.................-..--.-- 17 1% 
Average number of all employees... -............-------------- 15 17 
Number of employees at end of year_._........-...-.-.--...-- 17 17 
Average GS grade and salary --.......-...-..-.....----.-...- 14.6 $11, 466 | 12.0 $8,684 148 $11, 660 
01 Personal services: 
Permasiont positions... s...2......6..25.55. cag $177, 322 $313, 680 $200, 000 
Positions other than perpeneye pndint Aiba sekh becca nancdaamen agit -s2--2nn<|ange~-.senkeny 
CURIE ONEOUNS OUT WUNUID «corte cB qc gpticnardedmseatelsagcksnsonchans 12, 030 a 
Totel personal aerviees..............-......§---.4--- 177, 322 325, 770 200, 000 
GR Peavelt.tsc.c wh... patsienaciverdetudiininiienen 2, 129 32, 750 2, 000 
03 Transportation of things... --..........-.--.+.-s-...4-.-. 4, 825 3, 750 2, 400 
04 Communication services__.__.__- b6cneseusacnseaeenbealcbabdatel 300 100 
eames Ge aries. Les)... 2 2. deh es b, | | SR Oe. 
06 Printing and reproduction .._.......-...---....#.----.--. 15 iB oe 
07 Other contractual services _ _-_.-- Latigs SS see c tee denne 39, 848 OB FF. cite 
CB Supplicsand meter tale ives — <i o- oo iene sane tH ete 8 8, Db sc.- indies 
11 Grants, subsidies, and contributions_--.........-------_}--- ee 20, 500 12, 000 
13 Refunds, awards, and indemnities-.-.-_.........2.----...-].--.....-.-. EES celiicacconthiiahi a 
15 Taxes and assessments... .......<..-.-..-~.---3<4----<-- 1, 299 1, 500 1, 500 
Total, allocation accounts... ...-......----..+.--s..--.. 225, 438 484, 000 218, 000 
NE ON ine ccctinncigtencnscieteccteaditindeact 12, 87, 230 16, 870, 000 19, 400, 000 
} 
Obligations are distributed as follows: | 
Federal Civil Defense Administration -_-.........--.-.._- $12, 651, 792 | $16, 386, 000 $19, 182, 000 
Atomic Energy Commission. --_-.--..-...---..23.-.-.-...]- 38, 000) |... fe 
Department of Health, Education, and Welfare, Public 
EDO UE UEIOS 6 oo cotta cae ce <n capes ese tlea dass 185, 775 200, 000 218, 000 
Department of Commerce, Weather Bureau__..__--..-.--|--___- -% awk 284,000 |_....._- e 


General Services Administration 





Operations. Last year you had $17 million and you estimate you 
will need $19,400 000 i in 1959. 


PROGRAM BY ACTIVITIES 


Let us put the table on page A-2 in the record. 
(The table referred to follows :) 
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Mr. Tomas. Operations includes nine activities and they all go 
up a little. Executive direction goes up from $495,900 to $513,000; 
planning and intelligence goes up from $84,100 to $308,000; research 
and development goes up from $1,025,000 in 1958 to $1,263,000 for 
1959; warning and operations plans goes from $4,528,100 for 1958 to 
$5,202,000 for 1959; resources and requirements goes from $331,000 
for 1958 to $485,000 for 1959; education and training goes from $2,- 
513,300 for 1958 to $2,700,000 for 1959. You are going to set up two 
more schools, and that is the best money in your budget, if t may 
say so. 

Mr. Horen. Yes, sir. 

Mr. Tuomas. Specialized liaison goes from $198,100 for 1958 to 
$200,000 for 1959; general administration and stockpile operations 
goes from $3,522,500 for 1958 to $3,765,000 for 1959. This is your 
personnel cost and your rents and so forth ? 

Mr. Horeu. Yes. 

Mr. Tuomas. And the $12 million for your blood plasma and other 
items that go into stockpiling are charged against stockpiling? 

Mr. Horen. Yes, sir. Then there are the field operations. 

Mr. Tuomas. Yes. That goes from $3,972,000 to $4,964,000. 


ANNUALIZATION OF PERSONNEL 


What is this annualization of pro s to the tune of $1,029,699 ? 
We do not like an annualization. We like your employees on a full 
year basis. I am looking at your table on page A-2. We like to put 
your people on a full year basis. You said you did not start recruit- 
ing people until November. 

r. Herretrincer. This is annualization, 

Mr. Tuomas. How many are there? 

Mr. Herrevrineer. People? 

Mr. THomas. Yes. : 

Mr. Herretrincer. We have an average number of employees. The 
actual cost is annualized. 

Mr. Taomas. How many are there? You did not put them on until 
November, December, and January. You have not put them all on 

et. 
P Mr. Herretrincer. That is right. About 107, I think. 

Mr. Horcu. By the time the reorganization gets into the re- 
gions—— 

Mr. Tomas. How many are involved in this $1,029,699 ? 

Mr. Herrecrincer. 107. 

Mr. Tuomas. So instead of having an increase for 1959 over 1958 
of 200 people, it will be practically 307 ? 

Mr. HEFrreLFINncer. Actually we have 176 vacancies now. At the 
time this was prepared we considered an annualization of 107. 

Mr. Tuomas. That is bad business. Why do you not hold it at your 
present level and start off next year on a full year basis? 


SUMMARY OF OBLIGATIONS BY OBJECT CLASS 


Other objects. We will pat page A~2a in the record at this point. 
(The page referred to follows :) 
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ca Tuomas. Your personal services go up. We have gone into 
that. 


TRAVEL 


Your travel is $922,000 for 1959 against $734,500 for last year. 
That is a sizable increase. How much of that is due to the fact that 
you have your headquarters in Batle Creek and about 75 or 80 em- 
ployees in the District of Columbia? 

Mr. Herretrineer. $80,000. 

Mr. Tuomas. $80,000 additional ? 

Mr. Hore. But we are going to have more travel due to the fact 
we are working with the governors and their key people, and in addi- 
tion to that we have our radiological travel teams going out. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. How about your tra rtation of things, $153,066 
for 1959 against $146,560 for 1958. hat is that? Certainly you 
do not need that much money to move the household goods of your 
employees ¢ 

Mr. Herretrincer. This transportation of things includes the 
transportation of publications, our ee traming instruction 
kits, and so forth, the cost of moving them to the States. 


UNOBLIGATED FUNDS 


Mr. Tuomas. Give us a breakdown of that. How much had you 
obligated as of January 1 of this year under this item? 

Mr. Herrevrincer. For transportation of things—these are freight 
and express costs—for 1958 we spent $30,000 and anticipate spending 
$59,800 in 1959. 

For the transportation of household goods and personal effects, 
in 1958 we spent $70,000 and we anticipate spending only $37,600 
this current year. 

Mr. Tuomas. What will be the unobligated balance at the end of 
this fiscal year ? 

Mr. Herrecrincer. We estimate we will spend $101,200, the entire 
amount allocated for this item. 


COMMUNICATION SERVICES 


Mr. Tuomas. For communication services your estimate for 1959 is 
$3,134,861 against $2,786,014 for 1958. You are going to put in one 
new system and you will fill in the indexes on the other. Explain that 
right quick. 

Mr. Herrecrincer. The increase? 

Mr. Tuomas. Let us put that breakdown in the record. 


22311—58—pt. 229 
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(The material referred to follows :) 


: 
| Actual, 1958 Estimate, Difference 
1959 








04 ‘ Communication services... -......--..--42----4i++++--443- $2, 786, 014 $3, 134, 861 +$348, 847 
National ¢omniani¢ation system No/1 (NACOM) 0.) 2.002222 ofc +57,000 
GT TIO... 2 oo 3a os ok TS os Se rey dind dbo er tnn ete Tile +19, 860 
National warning system (NAW AS) - --.---.--2----2.[--- 2-2-2 f+ +120, 000, 
Test exercises. --- dant nknagewescntishdsdindasdacecs wenn gente tiie isa ses +20, 000 
Radio broadcast warning--.-.........----.----. i I a a +230, 000 
TWX, toll calls, telegram (program expansion) -....-_|........ MARAIS. RA’ +10, 000 
TWX, toll calls, telegrams (continental test)... aa iil eine eo < caida 24,146 
OS BE EL Be he SE PALES BRAS ALR PAS Ses So 17,141 
Washington office operating expemses_-......-.-.2.44.}--.+s+--.--.-- 4 ccne cence pelys 2, 000 
I ee, eee enanal «08 hee manmams +750 
Washington area warning system... 1. ....0- 2 lll fl til pe —140, (00 
Nonrecurring expenses__---- sc chai sitting Sls aieacie Essar eat iahena ahietedainsiiititatliaetiteel —12, 050 





Mr. Tuomas. Explain it right quick. You want to hook up with 12 
additional radio networks and how many additional stations! 

Mr. Horen. Eighty-eight. 

Mr. Tuomas. How many will that give you? 

Mr. Horan. We have 200 now. That will give us another 100, and 
we are asking it be extended to 76 more target areas. 

Mr. Tuomas. How much will that give you for radies alone? 

Mr. Herreirincer. $230,000. 

Mr. Tuomas. Where is the rest of your money going ? 

Mr, Herrecrincer. We are going to take our present network and 
improve it to the tune of $57,000, 

Mr. Tuomas. How are you going to improve it? 

Mr. Herrevrincer. We want to standardize the system to enable us 
to interconnect it with any other government system. 

Mr. Tuomas. What do you mean by any other government.system, 
Federal or State Government? 

Mr. Herretrincer. Both. 

Mr. Tuomas. This will be in the District of Columbia? 

Mr. Herrevrincer. No, this is in the field. It runs from one coast 
to the other. 

Mr. Tuomas. How many agencies and how many different loca- 
tions? 

Mr. Herretrincer. We havea map. 

Mr. Tuomas. I read that too and the map did not make any more 
sense than the language did. That is no fault of the map or the 


language, it is just me, but apparently you do not know more about it 
than Ido. Is that right? 


Mr. Herretrincer. Apparently. 


Mr. Tuomas. It takes a technician, I guess, and we are not tech- 
nicians. 


Is that all of the new stuff you are going to have? 
Mr. Herre.rincer. Yes. 


Mr. Tuomas. You have another item, do you not? 


WASHINGTON AREA WARNING SYSTEM 


_ Mr. Herrerrincer. We have an item for the Washington area. This 
is a siren and warning system. 
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Mr. Tuomas. That is for 254 new sirens; when L.read that’ I nearly 
jumped out of bed. You are not going to have 254 more sirens in the 
District of Columbia, are you? 

Mr. Herrecrincer. Yes. 

Mr. Horem. That is what it requires: 

Mr. Tuomas. What do they cost? 

Mr. Herrecrincer. They range in cost. from, $1,500 to $3,500, de- 
pending on the size. 

Mr. Tuomas. Where in the world can you put 250 more? You can 
hear one 20 miles. 

Mr. Herrexrincer. The technicians tell us you cannot hear these 
sirens in the downtown areas because the buildings absorb the sound. 
And in the outlying districts there are none. 

Mr. Tuomas. The District of Columbia would not want to pay for 
its own share of the cost, would it? 

What do youhaveset up for thesirens? 

Mr. Herrevrincer. For sirens and the communication system nec- 
assary to make them work we have an/estimated expenditure of nearly 
$1.1 million. 

Mr. Tuomas, How much do you have for your three new projects? 
You have $1.1 million for your sirens; $57,000 for filling in something 
I did not understand; and $230,000 for radio., Is that. correct ? 

Mr. Herretrrncer. No, sir. In the current year we plan to spend 
$640,000 to start this siren project. In 1959 we are asking for $500,000 
to complete the project. We are also asking for extension of the radio 
system, $230,000, and in addition $425,000 to provide radio backup 
from our national headquarters to the regions. We have telephone 
communications and this. would provide a backup radio communica- 
tion between the national office and the regions. 

Mr. Tuomas. Are those three projects for communications ? 

Mr. Herrevrincer. Yes, and the $75,000 item is—— 

Mr. Txomas. What do we now have that is working and working 
good and how much will you spend on them in 1959? You have two 
systems, do you not? 

Mr. Herrevrincer. Yes. 


Mr. Tuomas. Describe them and tell us what they cost. 


NATIONAL WARNING SYSTEM 


Mr. Herretrincer. The national warning system is a system that 
is activated from NORAD. 

Mr. Tuomas. What is NORAD? 

Mr. Herrecrincer. North American Air Defense Command. This 
is where the warning comes from. 

Mr. Tuomas. Where is it located ? 

Mr. Herrerrincer. The command of the system is located in Colo- 
rado Springs. There are two North American Defense Commands. 
This system goes across the Nation. 

Mr. Tuomas. Does this come from the headquarters of the 2, the 1 
on the east coast and the 1 on the west coast of the Air Command? 

Mr. Herrevrincer. Yes, sir. 

Mr. Tuomas. What do they do? 

Mr. Herrecrincer. They put the warning out. 

Mr. Tuomas. That is the bret contact ? 

Mr. Herrecrincer. Yes 


Mr. Tuomas. You get it as soon as the Air Command gets it? 
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Mr. Hurrecrincer. Yes. 

Mr. Tuomas. You have as there around the clock? 

Mr. Herrecrincer. Yes. 

Mr. Tuomas. How many 

Mr. Herrecrincer. 13 at EAD and 6 on each of the two coasts. 

Mr. Tuomas. And that ss is charged against operations ? 

Mr. Herre.rincer. Yes. 

Mr. Tuomas. And assoon as the Air Force gets it you haveit? 

Mr. Herrecrincer. Yes. 

Mr. Tuomas. What do you do with it? 

Mr. Herrevrincer. We put it out over the system and it goes to 
200 key points. 

Mr. THomas. Where arethey? 

Mr. Herretrincer. They are the key points manned around the 
clock by some component of the Government. 

Mr. THomas. Will you put that list im the record. Is there any 
reason why it should not be in the record ? 

Mr. Herrevrtncer. Not at all. 

Mr. Tuomas. Put it in the record. 

(The information requested was furnished as follows :) 


The following list indicates the locations of the warning points and State 
warning points served by each warning center. 


Warning point locations 





State and map reference City State and map reference City 
number number 











EASTERN WARNING CENTER EASTERN WARNING 
CENTER—Continued 
a 
onal -osauu-----------.} Montgomery.! Maryland: 
: bd Sn Sebuail Raaewte st hoes Birmingham. ain 5 a anche Pikesville.' 
Re Ee Gadsden. Bi ii sc Gowen tse bbe ess Hagerstown. 
eee et a an Oe Mobile. BD ntin duly <tutighcddooo4 Salisbury. 
ee Massachusetts: 
th deek cee Ew oooh ddae Hartford.! PR igs fi sk |) Besos 
C Sate eak _.....-----| Bloomfield. Me. ccudebedckhutidn ace Bridgewater. 
a easiest crhn .....--| Colchester. > L sede tisndlc bts stm le OR Holden. 
Sissies toa cain tag theca chal «----+..+-....| Northampton. 
SaaS eee: | lUlUCUC Michigan 
Dewars: 2 (i ts ALT Sh Sr List Tete Ot ie... East Lansing.! 
= laid derateteial Dover.! 3 Rid gisele inate, Deda Bay City. 
.....| Delaware City. a ses wnat innit ae 
District of Columbia: we .....| Jackson. 
a es ee. Washington, D. C.! Marquette. 
Florida Paw Paw. 
Meits3 54.8. al ee Jacksonville.! Port Huron. 
A dics sinedin ss ag ...---| Miami. ..| Rockford. 
PAS .....| Tallahassee. Sault Ste. Marie. 
SS Seer 51. wh deck whi. Travers City. 
Georgia: M ississippi: es Jackson, 
Bs satis 3 a At New Hampshire: 
lian Ed cine ane Savannah. ES Concord. 
Indiana Meetcetededn teins cases Littleton. 
se ....-.| Pendleton.! New Jersey: 
OR bs gente ccceqpeneest CON, Boa cncas~aren ..-.------.-| Trenton.! 
21... -..4-_.-.----..-.} ‘Chesterton. 2 ae cu wowdthilLiete Hammonton. 
Tintin ecnannetn te a: ha ke Me Bree anand ES .| Morristown. 
SUSE ifice 2 sce. Greencastle. New ‘York: 
a ...-.-.--}| Indianapolis. hf, och bends se v2 New York City.! 
DEA .naeddascinewscaanull ae Albany. 
Shs 3.454 6 tt Ligonier. Binghamton. 
oe ee ge Buffalo, 
Mak it. 2. SUC Usss Seymor. Garden City. 
mes ak .......| West Lafayette. Hawthorne. 
Kentucky: 30.....-- ...| La Grange! New York City. 
aine: Newburgh. 
ee SC Niagara Falls. 
ox eae Ry Plattsburg. 
Ot eter akin asareicoiel Holton. ---| Rochester. 
iiitid bithict- cekiediadenina we Portland. Schenectady. 





See footnotes at end of table, p. 451. 


451 


Warning point locations—Continued 


State and map reference 
number 


EESTERN WARNING 
CENTER—continued 


Philadelphia. 
Pittsburgh. 
Punxsutawney. 
Readin 


g. 
Washington. 
Wilkes-Barre. 
Providence.! 
Columbia.! 


Nashville.! 
Arlington. 
Chattanooga. 
Knoxville. 


Mont pelier.! 
Rutland. 


Richmond.! 
Norfolk. 


South Charleston.! 
Clarksburg. 
Martinsburg. 
Parkersburg. 
Wheeling. 


Rhode Island: 99 
South Carolina: 100 


Little Rock.! 
Denver.! 


Urbana.! 
Chicago. 

East St. Louis. 
Joliet. 

Park Forest. 
Peoria. 

Rock Island. 
Rockford. 
Springfield. 


Des Moines.! 
Cedar Rapids. 
Council Bluffs. 
Davenport. 

.| Sioux City. 
Waterloo. 


Topeka.! 
Wichita. 


Baton Rouge.! 


Bossier City. 
New Orleans. 


K.! State warning points. 


CENTRAL WARNING 
tinued 


Jefferson City.! 
Kansas City. 
St. Louis. 


Omaha.! 
Lincoln. 
Santa Fe.! 


Bismarck.! 
Fargo. 


Tulsa.! 
Edmond. 
Rapid City.! 
pant 


Austin.! 
Arlington. 
Boerne. 
El Paso. 
Houston. 
Madison. 


Appleton. 
Ean Claire. 


Phoenix.! 
Kingman. 


Saeramento.! 
Bakersfield. 
El Centro. 


Montana: 17 
Nevada: 18 
Oregon: 

19 


Pendleton. 
Portland. 

The Dalles. 
Salt Lake City.! 


‘Tacoma, 
Wenatchee. 
Yakima. 
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Mr. Tomas. How many are theré in the system ? 

Mr. Herrerincer. 200, and we are asking for an additional 76. 

Mr. Tuomas. Is that for installation ? 

Mr. Herretrincer. No; this is for the rental of the line on a month- 
by-month basis. 

Mr. Tuomas. You rent this from the A. T. & T.? 

Mr. Herretrincer. Yes. 

Mr. Tomas. What does that cost us on an annual basis? 

Mr. Herretrincer. $1,291,000 

Mr. THomas. What else do you have in the way of communications? 


TELETYPE SERVICE 


Mr. Herrenrincer. We have a standby system that provides tele- 
trneservire. We do not pay for the lines on a recurring basis. We pay 
rental on the machines. 

Mr. Tuomas.. How many machines do you have and what do they 
do and where are they located ? 

Mr. Herretrrncer. I can provide that for the record. 

Mr. Tromas. You have it there. You mean a man speaks in that 
machine and he will come in contact with how many different installa- 
tions and where are they, your State headquarters and where else? 

Mr. Herrerincer. I have a map that shows the locations. 

Mr. Txromas. How many of these machines do you have? Are they 
teletype machines ? 

Mr. Herretrrncer. Teletype machines; yes. 

Mr. Tuomas. And one man at one place can speak into them and 
the information is translated to where, to all of your State head- 
quarters and regional offices? 

Mr. Herrevrincer. Right. 

Mr. Tuomas. How many are there altogether ? 

Mr. Herreirincer. Approximately 187 on a standby basis. 

Mr. THomas. How long does it take for that word to get to them? 

Mr. Herretrincer. Under this system where we do not pay for the 
lines except where we use them, it takes about an hour. 

Mr. Tuomas. I was in your office that is 10 or 15 miles from Bos- 
ton, and your people there said they could get a message to every 
State in the Union in so many seconds. You do not talk, you send 
teletypes ? 

Mr. Herretrincer. This is the second system which we can call up; 
however, we do not pay for it unless we call it up. 

Mr. Tuomas. Can you talk and send a teletype, too? 

Mr. Herreirincer. We can send the warning over the voice circuit 
but the voice circuit will be so heavily loaded that we need to have a 
teletype. 

Mr. Tuomas. You can talk but you cannot talk long and you have 
to follow it up with a teletype message; is that right ? 

Mr. Herrecrincer. Yes. 

Mr. Tuomas. Do you alert them by saying, “I will send you a 
teletype message” ? 

Mr. Herrerincer. Yes, sir. 

Mr. Tuomas. How much does that cost? 

Mr. Horeu. Actually you give the alert on this communication 
system. 
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Mr. Tuomas. But it is not an extended conversation of 5 or 10 or 
15 minutes? 

Mr. Hore. No. 

Mr. Tuomas. How much do you spend for that? 

Mr. Herrevrineer, $350,000. 

Mr. Tuomas. How much in 1959? 

Mr. Herre.rincer. That is the 1959 figure. In 1958 it was 
$293,000. 

Mr. Tuomas. That is an increase of $57,000. 

Mr. Herrevrineer. Yes; this is to use existing Government cir- 
cuits, to interconnect with them, and we will make minor modifica- 
tions to the system. 


RENTS AND UTILITY SERVICE 


Mr. Tuomas, For rents and utility service you want to imerease 
that to $195,469 in 1959 against $192,291 for 1958. Why the 
increase ? 

Mr. Herre.rincer. We want to rent some electronic equipment, 
IBM bookkeeping machines; and rental of the Olney facility. 


OLNEY FACILITY 


Mr. Tuomas. What do you pay for the Olney facility ? 

Mr. Herrevrineger. About $61,000. 

Mr. Tuomas, What is there? 

Mr. Herretrincer. It consists of the rescue training site and some 
administrative buildings, there are four of them, This is where our 
region 2 headquarters are. We have rented 52.3 acres. 

Mr. Tuomas. Who maintains it? 

Mr. Herretrrncer. We do. 

Mr. Tuomas. Do you pay the heat, lights, and water bills? 

Mr. Herrecrincer. Yes. 

Mr. Tuomas. It looks like a fancy price to pay. 

Mr. Herretrincer. This price was set by condemnation proceedings 
in Baltimore. 

Mr. Tuomas. Did you condemn it and take title to it? 

Mr. Herretrrncer. We condemned it for occupancy, we did not take 
title, and we pay rent. We did this through the General Services 
Administration. 

Mr. Tuomas. The owner is certainly not losing any money; is he? 
He is not supposed to lose any. What is the value of the property ? 

Mr. Herretrincer. The property was estimated by the court to be 
worth about $650,000. 

Mr. Tuomas. You are giving him 10 percent net. Do you pay 
taxes? 

Mr. Herreirincer. No. 

Mr. Tuomas. He pays the taxes? 

Mr. Herrecrincer. Yes. 

Mr. THomas. You maintain it? 

Mr. Herrecrincer. Yes. 

Mr. Tuomas. And pay all utility bills? 

Mr. Herrecrineer. Yes. 

Mr. Tuomas. How long does your lease run? 
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Mr. Herrevrincer. Our present lease is for 1 year. 
Mr. Tuomas. Gentlemen, suppose we come back at 12: 45. 


AFTERNOON SESSION 
Mr. Tuomas. The committee will please come to order. 


RENTS AND UTILITY SERVICE 


Let us look at some of these other items, including rent. 

I note that out of this $195,469 for rents and utility service, $60,000 
is for Oty; and what was the rest of it? Did that include the IBM 
equipment ¢ 

Mr. Herretrincer. Yes, sir. 

Mr. Tuomas.’ We will insert at this point in the record the break- 
down of the increase. 

(The page referred to follows :) 








| 
Actual, Estimate, Difference 
1958 1 
05 Rents and utility service... _- ee ee $192, 291 | $195, 469 +$3, 178 
SD ING os ok ok Sn Se Cds co kntialcloin | as aae deed ads LIOR Ube nite ine < +7, 500 
I DN 8 nnn ensue cuphanntominiemeeiaenieg | a ca tice +3, 000 


eous nonrecurring items.....__. WENT eee Bi OS PSE ee —7, 322 


Mr, Tomas. You show an increase mainly in your big item of rent 
at Olney of $61,000, and your electronic equipment is a $7,500 increase. 
Mr. Herre.rincer. Yes, sir. 
Mr. Tuomas. What is that for? 
Mr. Herrevrincer. That is our IBM bookkeeping equipment, sir. 
Mr. Txomas. Is that new equipment you are buying this year? 
Mr. Herrecrineser. This is additional equipment we want to rent. 
this year. 
SUPPLIES AND MATERIALS 


Mr. THomas. Your supplies and materials amount to $374,571 
against $333,490. 









EQUIPMENT 


Your equipment item has also jumped from $621,474 this year to 
$1,180,953. 

Let. us see those items. 

te Herrevrincer. I have a table of the increases, sir, for the 
record. 


Mr. Tuomas. We will put that in the record at this point. 
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(The table referred to follows :) 


Actual, 1958 |. Estimate, Difference 
1959 


08 Gapeine OE I on ihn icin cniemnieiiiantinin dn Jk Scud cos $333, 490 
ce supplies—ex 
Test exercises (increased acti i, 
Textbooks, materials, and supplies (staff college)_.......|.........____. 
Textbooks, materials, and supplies (training center) 
Textbooks, materials, and supplies (graduate school 
ing discon d) 


be tinue 
Technical publications for library......:<:-2-.-.2..222..}s--0.-----2~2- 
Operation of student quarters... ._.....-.-....-. -._.. ele wa ce eine 
Administrative and maintenance supplies (Olney facil- 

ity—being discontinued) .................-..--. idee claw ining isn aaa mei 
Visual ated Gratintig Gide « . 50. ios oe co ec acdsee ticle We Shia 

09 Equipment 621, 474 

Emergency command radio network___._.............._].-........--.- 
Electronic computers for warning centers-_.-_....-.....-.}....--.--.---- 
NACOM crypt p 
Improvement of onal radio facilities. __ 
New and replacement office equipment -_- 


RADEF school (related to nonrecurring costs during 
fiscal year 1958) 

Graduate school (being discontinued) 

Training center (expansion of facilities) 

Olney facility (being discontinued) 

Miscellaneous nonrecurring costs._...........-... 

Regional office realinement -_._.................--..---- 


NEW AND REPLACEMENT OFFICE EQUIPMENT 


Mr. Tuomas. Under new and replacement office equipment you have 
$213,300 as against $376,500 last year. 

What are you going to buy with $213,000 in the way of office equip- 
ment ? 

Mr. Herrecrincer. We are going to furnish the offices for the re- 
quested new employees that we have there, and replace some of the 
existing furniture which we have. 

Mr. Tomas. How much do you figure on spending per employee 
for office equipment and furniture? 

Mr. Herrecrincer. About $125. 

et Tomas. Well, you have $213,000 listed here. That does not 
add up. 

Mir. Hiirtiboad We anticipate 140 additional people at national 
headquarters, and the cost there on an average sail el tage the equip- 
ment and necessary supplies, and so forth, amounts to about $500 
per employee, but for actual desks and so on it is about $125, 

Also, under equipment on page A-42, sir, we have a request here 
for those three analog computers, and some cryptographic equipment 
so that we can send classified material. 

Mr. Tuomas. What does cryptographic mean ? 

Mr. Herrevrincer. It is a capacity in a machine to send coded 
messages. 

Mr. Tomas. Secret messages ? 

Mr. Herretrincer. Yes, sir; much of the material that we receive 
comes to us classified as secret and top secret, and at the present time 
we do not have a capacity to send these previously classified materials 
to our field installations. 

This will enable us to do so. 

Mr. Tuomas. Why not? 
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I looked up another word last night... I have now forgotten it, but 
it is the véhtionship between environments on the human body, 
What is that word ? 

Mr. Herretrincer. Ecology. 

Mr. Tuomas. Let, us look at 08, supplies, where you have a large 
increase, 

I note you have office supplies, expendable, $132,000. 

What are you buying? 

Mr, Herretrincer. These are supplies with which to operate, such 
as paper, pencils, and the normal supplies such as other office ex- 
pendables, as well as training aids. 


RATIO OF COSTS OF OTHER OBJECTS TO PERSONNEL COSTS 


Mr. Tuomas. What about the other objects cost compared with the 
personnel cost? What do they run? Your personnel costs are $10.3 
million, and your other objects is $9.1 million, which reflects a total 
of 90 percent. 

It ought to be no more than 15 percent. 

How do you account for that? 

Mr. Herrecrincer. Our personal services is $10 million, and our 
total is $9.4 million. 

We have about $9 million in other objects, but the bulk of that is in 
communications which are peculiar to this agency, having a warning 
responsibility to the public. 

Mr. Tuomas. That is only $3.1 million. So, you have to account 
for another at least $2 million. 

How do you account for getting out of that 15-percent rule? 

Mr. Herrecrincer. We have a travel expenditure, Mr. Chairman. 

Mr. Tuomas. That is part of it. 

Mr. Herre.rincer. The travel expenditure is almost 10 percent. 

Mr. Tuomas. You have $9.1 million for other objects against a $10.3 
million personnel cost. You know what it ought to be. It ought to 
be about $1.5 million, plus a few special objects like your communica- 
tions equipment, and plus, maybe, your civil-service retirement fund. 

Under “Communications” you have $3 million, but even adding that, 
you are still $3.5 million high. 

Mr. Horcu. Well, sir, I think that when you look at “Personal 
services,” and since we have this responsibility of overall direction and 
coordination, the travel expenditure then becomes a part of it. 

Mr. Tuomas. That does not pull you out from that rule under which 
the other agencies are governed. Some of them do not have 12 percent. 

Mr. Horen. Yes, sir. However, communications is a part of that. 

Mr. Tuomas. Would these other items lift you out of it? 

What are those items? 

Mr. Horexn. That would leave us $14 million. 

Mr. Tromas. All the other agencies have travel, transportation, 
printing and reproduction. What are your other contractual services 
of $1,779,300 under 07? Whatisthat? 
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COSTS OF TRAINING CENTERS 


Mr. Hoven. $508,000 of that is for training center. 

Mr. Herrecrincer. Mr, Chairman, that can be found on page A-88. 
As Mr. Hoegh said, $508,000 of that is for the one training center that 
we want to complete this year. 

Mr. Tuomas. Well, you have two training centers. What are they 
going to cost ? 

I note you have an increase for the laundering and cleaning services 
as a result of the program expansion of quarters and the accommoda- 
tions for additional students; renovation of space in the amount of 
$68,000; renovation of 5 barracks in the amount of $250,000. 

Where will you put all of this? 

Mr. Herretrtneer. The sites have not been selected. 

Mr. Tuomas. How do you know about the barracks, then? 

Mr. Herre.rincer. These are estimates which we obtained from the 
General Services Administration as to what it would cost to renovate 
a barracks for student quarters. 

Mr. Tuomas. Do you have some particular place picked out where 
they have barracks? 

Mr. Herrerrrneer. No, sir; we assumed we could probably go into 
Government space and the most available Government space is of the 
barracks type. 

Mr. Tuomas. I note you have a special area renovation cost as well 
as engineering and plans and specifications, labor and proper equip- 
ment needed to adapt space where such is not available from GSA 
in the amount of $80,000. 

What does that cover ¢ 

Mr. Herrerrincer. That covers movement of partitions, labor, and 
engineering plans to adapt real property. 


COST OF SECURITY INVESTIGATIONS 


Mr. Tuomas. I note for “Automotive operation and maintenance” 
you would have $2,750, and security investigations cost is $94,000. 

Mr. Horen. The security investigations cost $280 per employee. 

Mr. Tuomas. Is it $280 or $260? 

Mr. Horen. I think our latest cost is getting up to $280; on an 
average it might average out at $260, but as the cost continues in- 
creasing, we thought the estimates should be $280. 

Mr. Tuomas. Your jobs are not that sensitive that you have to have 
a full field investigation by the Department of Justice, are they ? 

Mr. Herreirincer. Yes, sir; every employee in the agency is in a 
sensitive job, and the entire agency is cleared for top secret and cer- 
tain employees are cleared for Q. 

Mr. THomas. You mean everybody in your agency has a full security 
investigation ? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. Does that include typists, stenographers, and every- 
one? 

Mr. Herretrincer. Everyone, sir. 

Mr. Tuomas. Why isthat? 
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Mr. Herretrincer. They have to have access to classified material, 
and being a small agency we all have to work with the material. 
The entire agency is cleared. 

Mr. Tuomas. What information do you have to work with that is 
classified ? 

Mr. Hoxet: I can point out, for instance, national security docu- 
ments in many instances are with us, Cabinet papers in some instances, 
and in addition to that our intelligence reports from other agencies, 
particularly the Defense Department. 

Then we have certain information pertaining to radiation that 
comes from other agencies. 

‘Mr. Tuomas. There certainly should not be anything classified about 
that information on radiation. You are spending a wagonload of 
money here to try to tell people how to avoid it, and what to do 
about it. 

Mr. Horexu. We take the classified material and then we reclassify 
it. We try to work it out so that it can be given to the public, and 
lose its identification as classitied materials. 

However, when it comes to us, it is classified. 

Mr. Tuomas. Mr, Hoegh, do you want to bring your other people in 
here, since it is now 1 o’clock, and let them make a statement with 
reference to this other item of delegations of authority ? 

Mr. Hoxeu, Yes, sir. 


EMERGENCY SUPPLIES AND EQuIPpMENT 


Program and financing — 


iN napesciesls - 
| 1957 actual | 1958 estimate | 1959 estimate 








Program by activities: 
1. Medical supplies and equipment: 


(a) Emergency hospital......0202202.21-2. 20-2... $20, 325, 606 |_..........._. Re aban nce 

(6) Medical and surgical. .................-.-.---.. cee Gee Her 2 rire 

(ec) Blood and shock therapy..........--.-..-.---.- er ee Betas FE ie we 

0) Ceber. 228825 Ve Ee See des G00 4 ch csi a. ae 

Total medical supplies and equipment. _-_---- VGN Bh al da toed l dake 2 ke 

2. Radiologica! and chemical warfare defense equipment .-. OOS feck . he ed ak dal... 

3. Warehousing and maintenance of stockpile__._......... 2, 860, 604 $3, 300, 000 $18, 000, 000 

Total Cathe is 5 - anced bp nts sep ptncadnesbent 47, 747, 306 3, 300, 000 18, 000, 000 
Financing: 

Comparative transfers from (—) other accounts...........) —~—2,333,266 |...........--.].-.<...--....- 


Unobligated balance no longer available_.-_.-..........--.- 


Appropriation (mew obligational authority)............. 47, 000, 000 3, 300, 000 18, 000, 000 
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Object classification 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


07 Other contractual services 

Services performed by other agencies 
08 Supplies and materials at 
CRS TI inp 8.94 ns eeecunsens sei tiinebens eee eihe 


Total, Federal Civil Defense Administration 
ALLOCATION ACCOUNTS 


Total number of permanent — 
Full-time equivalent of all other positions ___ 
Average number of all employees... - 
Number of employees at end of year 


Average GS grade and salary 


Personal services: 
Permanent tions 
Positions other than permanent 
Other personal services 


Total peseemal eerviews.. 063. se el ke 


Communication services 

Rents and utility services __- 

Other contractual services 

Supplies and materials --._- 

Grants, subsidies, and contributions 
Taxes and asséssments ...... 2 -___. 


Total, allocation accounts. --. 





Total obligations 


Obligations are disributed as follows: 
Federal! Civil Defense Administration 
Veterans’ Administration _____- 
Department of the Army. -__. 


Mr. THomas. Let us take a look at “Emergency mupplies and equip- 


ment,” for which you are requesting $18 million 
$3,300,000 for 1958. 


We will put page B—1 in the record. 
(The material referred to follows :) 


FreperaL Crvit DEFENSE ADMINISTRATION 


or 1959 against 


“EMERGENCY SUPPLIES AND EQUIPMENT 


“{Emergency supplies and equipment:] For expenses necessary for ware- 
housing and maintenance [of reserve stocks] of emergency civil defense materials 
as authorized by subsection (h) of section 201 of the Federal Civil Defense Act 
of 1950, as amended, [$3,300,000] $18,000,000.” 


Independent Offices Appropriation Act, 1958 : 
Appropriated, 1958 
Estimate, 1959 


Mr. Tuomas. In 1957 you had $47,747,306, total obligations. 
that correct ? 


Mr. Hoxrcu. Yes. 
STATUS OF THE STOCKPILE 


Mr. Tuomas. What is the status of that stockpile as of today? 
Mr. Horen. As of this date we have approximately $215 million in 
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items, medical and engineering items, in stockpiles throughout the 
Nation. 


Mr. Tuomas. Located at how many locations? 
Mr. Horex. 43 points. 
‘aie Tuomas. And that was based on—What were your original 
ans ? 
e Mr. Horex. You mean years ago, sir? 
Mr. Tuomas. Well, up until 4 months ago, we will say, what were 
your plans on stockpiling? 
Mr. Horcn. Our policy has been to stockpile critical materials. 
Mr. Tuomas. To take care of how many people for how many days? 
You have a formula. 
Mr. Horcu. We are in the process of getting that perfected. 
Mr, Tuomas. What was the original plan? What was the plan of 
your predecessors in this regard ? 
Mr. Herretrincer. When we first asked for stockpiling we asked 
to stockpile for 5 million casualties for 3 weeks. 


CASUALTY STOCKPILING FORMULA 


Mr. Tromas. How much will that take? 

Mr. Herretrincer. I will supply that for the record. 

Mr. Tuomas. On that formula of 5 million people for 3 weeks you 
had reached about 60 percent of the goal? 

Mr. Herretrincer. That is about right. 

Mr. Tuomas. We will put in the record pages B-2, B-3, and B—4. 

(The material referred to follows :) 


Program and financing 


1959 estimate 


ad f EE | - 





—_—_———_ ‘att 
1957 actual 1958 estimate 








Program by activities: 
1. Medical supplies and equipment: 











(a) Emergency hospital. ............-.---.-..----- $20, 325, 606 

(6) Medical and surgical. .....--......--0-.csul 12, 69°, 624 

(c) Blood and shock therapy--.--......-.-.-.----4+.- 7,477, 541 

Mc nheniipni ind cin aad no ncccecncceh eine 67, 016 
Total medical supplies and equipment_......| 40, 560, 787 |.....--- |----------- oe 
2. Radiological and chemical warfare defense equipment 4, 325, 825 | - ___- ° a sl ae 
3. Warehousing and maintenance of stockpile__........_- 2, 860, 694 $3, 300, 000 $18, 000, 000 
Total obligations... ................--. Ghtanesanaaan 47, 747, 306 3, 300, 000 | 18, 000, 000 

Financing: 

Comparative transfers from (—) other accounts. ----.-..-- —2, 333, 266 fag A ke 
Unobligated balance no longer available -..-.-.-.2..2....- 2, BOGPOCO Fusilli in Bole 
Appropriation (new obligational authority). -........... 47,000, 000 3, 300, 000 18, 000, 000 


EMERGENCY SUPPLIES AND DQuIPMENT 


LONG-RANGE STOCKPILE OBJECTIVES 


The FCDA stockpiling program is one element of a broad undertaking to meet 
postattack requirements for civilian survival. The long-range objective of the 
stockpiling program is to establish Federal stocks to the extent necessary to 
supplement other methods of meeting postattack requirements. In the develop- 
ment of the total program FCDA joins with other Federal agencies. 

The steps involved in setting stockpile goals are as follows: 

1, Determination of items. essential for postattack civil defense operations 
and civilian survival. 
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2. Development of data on current inventory of essential items in the civilian 
economy. 

After these data have been established, further steps are based upon assump- 
tions as to the type and level of attack to which the United States may be sub- 
jected. Theseare: 

8. Development of estimates of current inventories which will survive and be 
available postattack. 


4. Development of estimates of time-phased consumption of available inven- 
tories. 
5. Development of time-phased estimates of availability of new production from 


facilities which are not destroyed by the attack. (Primary responsibility in 
the Office of Defense Mobilization.) 


6. Determination of anticipated shortages or surpluses. 

7. Development of measures to eliminate anticipated deficiencies. 

Stockpiling is only one of a variety of measures which can be undertaken to 
eliminate anticipated deficiencies. Other measures include, but are not limited 
to, such things as relocation of inventories to render them less vulnerable to 
attack, increasing commercial inventory levels, preattack dispersal or expansion 


of production facilities, decreasing postattack consumption levels, and research- 
ing acceptable substitutes for short-supply items. 


Participation of many Federal agencies is involved in every step of the pro- 
gram. An interagency task force under the chairmanship of the Office of De- 
fense Mobilization has already developed an interim list of essential survival 
items. Further study by this task force is scheduled. Until final conclusions 
can be reached, procurement of additional items for the FCDA stockpile will 


be held in abeyance, and effort will be limited to maintenance of items already 
procured. 


Mr. Tuomas. This is what you say : 


The FCDA stockpiling program is one element of a broad undertaking to 
meet postattack requirements for civilian survival. The long-range obiective 
of the stockpiling program is to establish Federal stocks to the extent neces- 
sary to supplement other methods of meeting postattack reenirements. In 
the development of the total program FCDA joins with other Federal agencies. 


Mr. Evtns. I would say the other Federal agencies join with the 
FCDA. Is that not the way it should be? 


Mr. Horcn. With regard to the medical items; yes, sir. 


SUMMARY OF BUDGET ESTIMATE 


Mr. Tuomas. We will put page B-5 in the record. 
(The page referred to follows :) 


| 
| 
i} 
f 
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JUSTIFICATION OF ESTIMATE 
Warehousing and maintenance of stockpile..._._._._________._-._.-- $18, 000, 000 


Summary of requirements, fiscal year 1959 
A. Warehousing : 
1. Recurring costs: 
Department of Defense, 1,149,343 square 


Poel Be OS.SSS22 LVS eee Ae $584, 000 
Veterans’ Administration, 429,186 square 
feet ME  POMess. fi) Bol SS Peet 126, 000 
General Services Administration, 1,794,486 
square feet at $1.02____...__ {0 _u-._- 1, 830, 000 
Subtotal __-_- JURE BLES 01 gai hee 2, 540, 000 
2. Relocation of warehouses and balancing of 
warehouse stocks__-)_..--~-_-__- = 586, 000 
8. Maintenance of engineering stockpiles____-_~_ 98, 000 
4. Rotation and testing of antibiotics; replace- 
ment of deteriorated stocks_______-_---- 514, 000 
5. Braneportation:. _—..-.0hls 3 Wd 4 20) 38 865, 000 
6. Spare parts for radiological instruments____- 150, 000 
7. Miscellaneous testing, repairs and mainte- 
manée 120 wisoi0l esc ils se. aa 266, 000 
Gultetal ak ussite a 1, 979, 000 
Subtotal, warehousing.__...._.-..-_..._.-..--_- 4, 519, 000 
B. Prepositioning emergency hospitals: 
1. Sorting and repacking hospital components___ 240, 000 
2. Assembly of hospital components________-_-__- 270, 000 
3. Transportation and handling charges__._____ 571, 000 
OME L) re eee cae ties 1, 081, 000 
C. Reworking of stored blood plasma___-____--_---_______________ 12, 400, 000 
Total warehousing and maintenance of stockpile___________~ 18, 000, 000 
WAREHOUSING 


Mr. Tuomas. You are going to spend $2,540,000 for recurring costs 
of warehousing. How many warehousing units do you have? 

Mr. Horecu. Forty-three. 

Mr. Tuomas. How much does that space cost you per square foot ? 

Mr. Herretrincer. For the Department of Defense, $0.508 ; for the 
Veterans’ Administration, $0.294; and for the General Services Ad- 
ministration, $1.02. 

Mr. Tuomas. For the General Services Administration you pay 
$1,830,000; for the Veterans’ Administration, $126,000; and for the 
Department of Defense, $584,000 ? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuoomas. That totals $2,540,000. 

Mr. Herretrincer. Yes, sir. 

Mr. Tuomas. Then you have another item of $4,519,000. That in- 
cludes an item of $586,000 for relocation of warehouses and balancing 
of warehouse stock. What does that mean? 

Mr. Horeu. For instance, we have some Department of Defense lo- 
cations which will be deactivated, five of them, and we will make moves 
from some substandard warehouses we have; and then we want to 
bring our stockpiles in balance. 
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MAINTENANCE OF ENGINEERING STOCKPILES 


Mr. Tuomas. You have an item of $98,000 for maintenance of en- 
gineering stockpiles. How did you arrive at that figure? 

Mr. Horeu. f think that is from the General Services Administra- 
tion estimate. Weare moving part of our engineering stockpile pieces 
and they have to be maintained, repairs have to be made, and that 
figure is based on our actual experience. 

r. Tuomas. Your pro for this year is to do some studying 
and you are looking toward one thing, instead of basing your estimate 
on taking care of 5 million people for 3 weeks, your estimate is based 
on taking care of the entire population ? 

Mr. Horen. Yes, sir. 

Mr. Tuomas. So your figures cannot go but one way, and that is up 
and up. 

Mr. Horeu. Yes, but we will not ask for 1 penny until we know what 
we are going to do, and it is based on the reserves we have in ware- 
houses and private concerns. 

Mr. Tuomas. And your corner drugstore is your best point of dis- 
tribution in most towns. 

Mr. Horex. Yes, generally. 

Mr. Tuomas. This item of $98,000 for maintenance of engineering 
stockpiles, I have seen some of your stockpiles stored outside. What 
is the $98,000 for ? 

Mr. Horeu. That is for our pumps, and generators, and machines. 

Mr. Tuomas. It says maintenance. 

Mr. Horen. Yes, plus also maintaining the properties that we do 
have on hand, repairs, testing, and that is based on our past experience. 
We have some pipes outside that you may have seen. Generally that 
is all we have outside. 

Mr. Tuomas, This isa no-year fund, is it not? . 

Mr. Herrevrincer. No, thisis a 1-year fund, sir. 

Mr. Tuomas. You are sure? 

Mr. Herrenrinegsr. Yes, sir. 

Mr. Tuomas. Let us see the language. 

Mr. Hurretrincer. We have 2 years on contributions; no year on 
research. 

Mr. Tuomas. And this is 1 year? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. You have no unexpended funds in this item ? 

Mr. Herrecrinacer. No, sir. 


REWORKING OF STORED BLOOD PLASMA 


Mr. Tuomas. You have an item of $12,400,000 for reworking of 
stored blood plasma. 

Mr. Horen. Yes. sir. 

Mr. Tromas. I have seen this blood plasma in the warehouses and 
and all the containers have the effective date and some, I noticed in 
October, had to be reworked. 

Mr. Horeu. We have 1,305,000 units that must be reworked, at a 
mean unit cost of $9.50. 

Mr. Tromas. How do you arrive at this figure ? 

Mr. Horen. Of $9.50 per unit? 


22311—58—pt. 2-30 
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Mr. Tuomas. Yes. 

Mr. Horeu. That is what we get from commercial houses. 

Mr. THomas. Who will rework it for you? 

Mr. Horen. A number of houses. 

Mr. Tuomas. The same houses that made it? 

Mr. Hogrcu. In most, instances, 

Mr. Tuomas. Is that a right price? 

Mr. Horen. This is the best price we have been able to get. I think 
we will get the best price irrespective of who is going to submit bids. 
It will have to be by bids. 

Mr. Tuomas. Competitive bids? 
Mr. Horcu. Yes. 
Mr. Tuomas. Based on plans and specifications ? 


ROTATION OF ANTIBIOTICS 








































Mr. Horen. Yes, sir. 
And I would like to point out that at the end of fiscal year 1959 
‘we will have $6.7 million of antibiotics that are of no use and may have 
to be destroyed. From now on we will make it a definite policy that 
we have a rotation system. 

Mr. Yates. We asked your predecessor about that and he said you 
were rotating it. 

Mr. Horen. We have been. 

Mr. Yares. Then there are $7 million of antibiotics that were not 
rotated ? 

Mr. Horen. Yes, from procurement in the early part of the program. 

Mr. Yates. I remember specifically that we asked that question 
because we were aware of the fact that antibiotics have a termination 
date, and we inquired as to what steps were being taken to protect 
the Government. We were told there was this rotation policy. 

Mr. Horeu. That is correct. They have been doing it the past few 
years, but prior to that that contractual arrangement was not made 
a rotation, and therefore we are taking a complete look at the whole 
thing. 

Mr. Tuomas. How much of a loss are you taking in 1958 on your 
stockpile ? 

Mr. Herrerincer. This year of 1958 we will have a loss of about 
$1,736,000. 

Mr. THomas. What is the estimate for 1959? 

Mr. Herrevrineer. First of all, we cannot estimate accurately our 
loss for 1959, but there is about $5 million of antibiotics that terminate. 
When antibiotics terminate we send them to the National Institutes 
of Health, and most generally the termination date is extended for 12 
to 18 months. At the conclusion of that period we send them back 
again to see if they still have their potency. But in 1959 we have about 
a $5 million stock that will come up as.being outdated, and whether it 
will be extended or not we do not know. 

Mr. Tuomas. Can you sell it now and get rid of it? 

Mr. Herretrineer. The amount of antibiotics we have in our stock- 
pile that are coming due, we are in the same position as other agencies 
that have the same problem, and the commercial use of antibiotics does 
not meet that. 
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ROTATION PROGRAM 


Mr. YATES. What do you mean by a rotation policy? How do you 
rotate ¢ 

Mr. Herrerrincer. Out of an $11 million stockpile of antibiotics, 
we were able to get about $3 million under a rotation plan. What the 
rotation plans means is this. We buy a group of antibiotics from a 
manufacturer. The manufacturer stores that for us. As he produces 
new antibiotics, he takes from the stock we own and sells it to com- 
mercial sources, so our stockpile is continually rotated in day-to-day 
use. We reach the point, however; where we have more stocks than the 

-commercial sources sell. 

Mr. Yates. You reach a point where you have more stocks than the 
commercial sources sell, then what do you do with those? Are you for- 
bidden by your contract’ with the manufacturer from selling anti- 
biotics that are surplus? ret 

Mr. Herre.rincer. We haveno market. There is no place for them 
to go. 

Mr. Yates. No place for antibiotics to go? 

Mr. Herretrincer. You see, they are of value to us until they are 
not good. We do not know until about 3 months before the termina- 
tion point whether there will be an extension. We may get an ex- 
tension of from 12 to 18 months, then it may be extended another 12 to 
18 months. The life of antibiotics is not determined by the 5-year 
period. They may have value beyond that point. So if we sold them 
at the end of 5 years they may be ‘of value for another 18 months or 
2 years. 

Mr. Yares. What is the average life of an antibiotic? 

Mr. Herre.rineer. The average life of an antibiotic is the first 
termination date, and. some, lots will have their potency gone at the 
termination of that period. . 

Mr. Tuomas. It is obvious you can improve on your rotation 
program a whole lot. ; 

Mr. Horcn. The American Medical Association, the Public Health 
Department, and the National Academy of Sciences are taking a look 
at it and will come up with the correct answer, and when we have the 


correct answer we will come back next year and start our stockpiling 
on a sound footing. 


TOTAL INVESTMENT IN ANTIBIOTICS 


Mr. Yares. What is your total investment in antibiotics? 

Mr. Herre rincer. $11,700,892. 

Mr. Yates. Including the $7 million léss? 

Mr. Herreirrncer. Yes.’ As of the end of 1959, $6.7 million of the 
antibiotics have their first termination period in. We are hoping that 
life will be éxterided for half of 'those for 12 to 14 to 18 months. As 
of this year we have about $1,700,000 that we are going to have to get 
rid of because the life has terminated, the extension time has termi- 
nated, and they are of no value to us. 

Mr. Yates. It would seem to me that there must be some rotating 
program that would permit you—you have to keep a long-time supply 
on hand—to work out a program to dispose of it to institutions that 
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need it and get some kind of recompense for it so that you could pro- 
tect everybody concerned, not only the FCDA but other agencies buy- 
ing antibiotics. 

Mr. Horeu. That has been instituted. 

Mr. Yates. Do you have any agreement with the drug manufac- 
turers from whom you buy the antibiotics that you will not resell them? 
Mr. Herrevrincer. No, sir. 

Mr. Yates. You can sell them? 
Mr. Herrevcrineer. Yes, sir. 


PREPOSITIONING .EMERGENCY HOSPITALS 


Mr. Tuomas, Here is an item of $1,081,000 for prepositioning emer- 
gency hospitals. What do you mean by that? 

Mr. Horen. That is to get them out into the communities, out into 
the States where they will be available for use. 

Mr. Tuomas. How many of these hospitals do you have? 

Mr. Hogen. 1,932. Of that number only 1,200 will be prepositioned. 

Mr, Tomas. What do you mean by “assembly of hospital compo- 
nents”? 

Mr. Herreirincer. Many of our components—there is a lead time 
of 18 to 24 months on these. 

.Mr. Tuomas. How many do-you havethat are not delivered ? 

Mr. Herrevrineer. 1,000 of the 1,932. 

Mr. Tuomas. How many do you have on hand / 

Mr. Horen. We would have 932 under our control, and the other 
1,000 are the ones we want to preposition. 


TRANSPORTATION AND HANDLING CHARGES 


Mr. Tuomas. You have an item of $571,000 for transportation and 
handling charges. How do you arrive at that figure? Is that on 1,000 
hospitals or the total of 1,932? 

Mr. Herrenrincer. This is based on our past experience. 

Mr. THomas. Have you already transported them ! 

Mr. Herrerincsr. We have transported 250. 


LOCATION OF FCDA WAREHOUSES 


Mr. THomas. How many warehouses do you say you are in now? 

Mr. Herretrincer. Forty-three. 

Mr. Tuomas. How many more will you get ? 

Mr. Herretrincer. No more, sir. 

Mr. THomas. Where are they located? 

Mr. Herreirincer. We have a list on pages B-7 and B-8, and there 
isamap on B-12. 

Mr. Tuomas. We will put pages B—7 and B-8 in the record. 

(The material vathupad to follows :) 
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Federal Civil Defense Administration warehouses—Location, size, and managerial 
responsibility 
{Gross square feet] 


General Department | Veterans’ Ad- 
Region and warehouse location Services Ad-| of Defense | ministration Total 
ministration 














































Region 1: 
op es Ba ES En EE Ne 
Bilenville, N. ¥....024.2.b2/-2 ake Wee tase = eee to A sok 
Gilbertville, Mass............-----......-.- TN 2 ee eres ee See 
WORE, 24s. Sos n+ 5 Stan onBacancancneee ET Kcacananaupmaich tnadaetaticmemen 
OIE FS 5. Fo cin canine sntciancnshaanieaamiad 175, 154 | a an cmitittaetaae) 
SOMBER VTE, IN. F ncin ns + 0ceeeiaedia ies core 429, 186 
I Giitticdinn dine cntiditinscundaenenl a 200, 520 184, 419 | 429, 186 $14, 125 
Region 2: 
Columbus, Ohio--..-..-..-- ccna sSacaaeen dine seabed 60, 000 S caceane 
LODO Finis ine dda se nseesnsedunssstecex 76; 800 ts. ceecccse tos ussanecaessy 
OE tacit citrine dibinnh ubadisnnsten ales EE bs:n-ctekew-auatiees 
pM AONE SE SS OS 2 SEED hen ce ee Diotima Sines 
ee eee $09, 00046 snosvaes . 
EC iadiniittininwe soon censcapoone ED fi. nti Sindy Olexhoneiiieeiaie 
OU Ro rin dene eunen chanel Wa wee I... cae nhows agemieeane 
Now OCumebberemindys WO. 6 soso. csc csisccctsceas wee 1. 
I i ditceniiedeneesce a 4 
Shamokin, Pa...............-..- 
Tobyhanna, Pa__---- 
We RTI WON i nnd acitighdnas swnbeeeel 
Zanesville, Onid.........-.....<--- : 
Subtotal -..........- oGeth as ecnwcabsnin 467, 883 | BUR, TIO be wncane esti 823, 662 
Region 3: 1 | | 
emote: Bets): A eccacdisscecbbenl CE, WOO Hee ee. 
DUT 9G iio o's a6 iicncdeugaxdqequncccubetn nsenennowne| Ok 5 ene senisainte 
Rockwood, Tenn... _-- Te tbh i conccateit 52,000 |. ......-- j--+<-- “i 38 
apusiapeesesseanmeeony eves Gels dialled lipase edad 
Subtsdeb srs cts. Se eB dw tt 52, 000 | OB; 706 Visa Ses ie 120, 775 
Region 4 | 
Bremen, Ind_. dnp it Ca sebia cede PON Nicki ha ee Sos 
Crab Orchard, tl. i salen aanstahiateaenhaaaieia I EE Weiecnesitc nti icine inlaladl 
Decatur, Il othe uke dled ttiecelitaitaes tenes otnanl 18, 972 ean , 
Granite City, he RR er a 33S) Fou 8 SS ae 
Jeffersonville, Ind_.....-.- siliinacynieieiiedgieedindinients 50, SOD To incte we slntddun 
DEGREES EMI. 00s. dng sedpowbsdlinas dene 85, 000 |------<--0s Dain eel 
PGR DOO oR i eh .4<.- ee a a 
Seneca, Il apni nancies dadiaearghnd 112, 788 |_. he diane hindi ias-dinsisinesiipeliniints 
Springfield, Sine Sincidh Doctcsnin sci adit fe Stegall i 
INS 5 cen 86 FG and ihdinhinediaaaas 615, a3 } 93, 972 | uses a. 709, 184 
Region 5: | 
OD, TH Aa hina gutuidibadosencobhl CS gg Save ee ie Li sodsueleees 
Lake Charles, Bee oe <a GE te tes se Le 
Subtotal. _....- eGetiutieb atin dliee see ‘“ 136, 562 |. | 136, 562 
Region 6: | | 
Hampton, lowa._..........--- oe DRG 18D ei esron di dR 
Sidney, Nebr-.-.-- Nl inte wae ht eaanme nin 57, 877 iat dle dee 
eiandicnal chine helenae ch 
Subtotal-..._-- Sy ee 80, 120 | 57, 677 137, 797 
Region 7: | 
Clearfield, Utah... ...- pa lt Accs cmes ris Gemalto chanel BOR Oe Unie canenemband 
Ret ROO KG. «5 dene b deci cdindancadiabesameln 104, GAA L.....-csdeee ee 
Mira Loma, Calif. .........-......-....... OR ee cen ncenad 3B rt IP Faer 
Seed Fes, COs se hidhe- eich | 100, 000 |_.._.-- ws etree 
Spokane, Wash--...__.-- =. ae RS CR ae OO Ba eikictnnte 
Stockton, Calif... . POiSi Isc c. SL bbames cathe, oboe 4B GUD Fo. ool ee 
- coma, Wash ae ee ancien awh nmnelfniiocisiin sins A censinnarniese 
epee, Wee)... 5 Ditlesdbbadun<nbnve | 56,000 j....--.. B36 S206 ASC 
Subtotal. ......----<. 504 Deietincibeads 242,180 | 388, 721 |......--...-.. 20, 910 
Chet tated. 0.06, 3.0 usditahalcccinnes 1, 794, 486 ¥ 1, 149, 343 | 429, 186 | 3, 37 73, 015 
I 
REGIONAL OFFICES 


Mr. Tuomas. How many regional offices do you have? 
Mr. Horex. Seven. 
Mr. Tuomas. Where are they located ? 
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Mr. Hore. Denton, Tex.; Battle Creek, Mich.; Santa Rosa, Calif. ; 
Denver, Colo.; Olney, Md.; Harvard, Mass.; and Thomasville, Ga. 

Mr. Tuomas. Where is the one in Massachusetts ? 

Mr. Horex. Outside of Boston. 

Mr. Herrecrinecrer. They use the Mount Ayer telephone exchange. 

Mr. Tuomas. So we can look for an increase in the amount of stock- 
piling, quantity, number, and type of items in the future. Your pres- 
ent study is looking toward taking care of far more than the 5 million 
people that the program heretofore has been based on. 

r. Horen. Yes; and there will be a sound program based on our 

resources. 
RESEARCH AND DEVELOPMENT 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 














Program be activities: 
x eee Piel Mk podecdccdsensseeeeccbeoon $5, 767, 241 SB, 121, 720: | nsco-<+--%--.- 
2. Research: 
(a) Warning and communications._...............- 105, 558 856, 000 $1, 100, 000 
(b) Radiological defense.__-._.............-.--.--.- 145, 000 730, 000 1, 160, 000 
(c) Engineering and nuclear testing..............-- 2, 147, 219 1, 685, 147 | 2, 575, 000 
s ne OG Meena. .......2-s5a<--s--~25. ] at ie is oh = 
e amage assessment..........-.--...--.--..---- , 500 500, . 
yg | oiled! STI 6 apie SE Slits ale 8 110, 458 150, 000 190, 000 
OI | 8, 596, 976 | 9, 542, 867 5, 900, 000 
Financing: 
Advances and reimbursements from other accounts. ------ —711, 000 |...-.......-- Soveind ee 
Unobligated balance brought forward................._--- —6, 928, 843 —9, 042,867 | —1, 500,000 
Unobligated balance carried forward __.........-..--.....- | 9,042,867) 1, 500, 000 |... oe 
_ SS ee 
Appropriation (new obligational authority) ._....-...._- 10, 000, 000 | 2, 000, 000 4, 400, 000: 





Object classification 


| 
1957 actual | 1958 estimate | 1959 estimate 


FEDERAL CIVIL DEFENSE ADMINISTRATION 
RESEARCH AND DEVELOPMENT 





























67 Other contractual services. --_--.......-...-.--.-.--....--- $6, 228, 924 $8, 368, 721 $4, 150, 000 
Services performed by other agencies.................- 915, 598 1, 000, 000 500, 000 
Total, Federal Civil Defense Administration. - ----- 7, 144, 522 | 9, 368, 721 | 4, 650, 000 
ALLOCATION ACCOUNTS ae it a 
Total number of permanent positions.--....................--. 7. nnodenadcdtiuln borers. 
Average number of all employees_-.............-.--...-------- Te iiscticiesinines pp KUEEAls onan 
Number of employees at end of year. ...........-.........---- Pitisas c2 i310, BE dncincwen 
Average GS grade and salary. ......................-..-..-- 7.5 $65,255 is 
Average salary of ungraded positions.............-.....-..-.--- Bs Oe astiin asic esn hen aateaselged. 
01 Personal services: i ea | 
I BIO no ncn cana sans~bbtaibeneurestpana $11, 120 Lanssnecthiob-e flcel at... 
Other personal services. ............0..-05....- eS BEN dans nntnnal ish ae 
Total personal services... ..-..........-....--.-.-..- BENE fone nn. add teu suites ce 
Oe ee 2 BSE, OL. Lc recieennenawendenen BE haan ¥ Au ss 
07 Other contractual services. .............0i.-L..-..--..-.-. 1, 427, 010 $174, 146 $1, 250, 000 
08 Supplies and materials. _..-.....-.-.....-.....----.--.-.-- SepOeS 1oks Seal a ; 
ei hint cen ttlde deta enn = dub Sdchbinnsceasenes 6 jG iic ..,... 
Total. allocation accounts..._.-...............- cle 1, 452, 454 | 174, 146 | 1, 250, 000 
\—_—_—_—_——— =+ ——— =)  —— — ___f - _ _______ 
tot ste on... ncccnocnesaloaksecasee 8, 596, 976 9, 542, 867 5, 900, 000 
Obligations are distributed as follows: 
Federal Civil Defense Administration -.................-- $7, 144, 522 $9, 368,721 | - $4,650,000 
Department of the Army .--..2--.+.+.-200-.4-.L-nee el. 5, 752 BOSik 4...-{ x... 
Atomic Energy Commission.---...............-...../....- 1, 446, 702 164, 898 1, 250, 000 
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Mr. Tuomas. “Research and development.” This is largely a pro- 
totype development, is it not? 
Mr. Horen. Some of it is. 


PROGRAM AND FINANCING 


Mr. TuHomas Put page C-2 in the record. 
(The material referred to follows :) 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 





Program by activities: 
1. Survival pltwnii sess nc -cck izchetsshe da cce ered detest ac $5, 767, 241 
2. Research: 
@) Warning and communications..._............-- 105, 558 
6) Radiological defense._...............---2.-.- 2. 145, 000 
c) Engineering and nuclear testing..............- 2, 147, 219 
d) Health and medical..............--- Sas~bpeueiel 20, 
(e) Damage assessment... .............2-.......-.-. 301, 500 
C0) We leeattAitettocct ts. tke oreuee ake 110, 458 
hha at nineeminmnniinndils 8, 596, 976 
Financing: 
Advances and reimbursements from other accounts. ------ = TEE CO Ficcds sedans ebbunihse nace 
Unobligated balance brought forward..............-..-.- —6, 928 843 | —9, 042, 867 —1, 500, 000 
Unobligated balance carried forward __--_-- MB ka ey 9, 042, 867 1, 500, 000 gente a 
Appropriation (new obligational authority)... ee 10, 000, 000 2, 000, 000 4, 400, 000: 


Mr. Tuomas. In 1957 you had $10 million; in 1958, $2 million; 
and in 1959 you want $4,400,000. 

Your research will cover what you call your survival planning? 

Mr. Horex. Not this year, sir. 

Mr. Tuomas. That is right. Last year you had $5 million for sur- 
vival planning. This year you do purely research. As a matter 
of fact, you are spending your money on prototype development, are 
you not? 

Mr. Horan. Some of it. 

Mr. Tuomas. You have warning and communications; radiological 
defenses; engineering and nuclear testing; health and medical; dam- 
age assessment; and then you have the word “other.” I looked 
through this pretty carefully, and on page C-4 you stated: 


In fiscal year 1958 primary research emphasis was placed on problems of 


radiological defense, bomb damage assessment, and warning and communica- 
tions systems. 


SHELTER DESIGN AND STANDARDS 


Now you say in 1959 you are going to place particular emphasis 
on shelter design and standards necessary to provide a balanced 
shelter program. Is that the University of California again / 

Mr. Horeu. No, sir. 

Mr. Tuomas. Who is it? 

Mr. Herrevrincer. There will be several different contractors. 

Mr. Tromas. How much money are you going to put in that? 
There is no personnel cost mixed up in this program ? 

Mr. Herretrincrer. The personnel costs are all under “Operations.” 

Mr. Tuomas. This comes under 07 and other objects ? 

Mr. Herrevrincer. Yes. 
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_ Mr. Tuomas. The second thing you will place emphasis on in 1959 
is: 


Development of improved medication and medical techniqués required for 
the unprecedented health and environmental sanitation problems related to 
the total medical care concept. 


You are broadening out beyond radiological effects, are you not? 
Mr. Horcu. Yes. 


Mr. Tuomas. The third activity on which particular emphasis will 
be placed in 1959 is: 


Improvement of equipment and development of new facilities and procedure 
to enhance the capability of radiological detection, interpretation, and com- 
munication ; and 

4. Further development of equipment and techniques for dissemination of 
warning and intelligence necessary to carry out defensive measures. 


WARNING AND COMMUNICATIONS RESEARCH 


You break this research down to, first, warning and communica- 
tions, $1,100,000. 

Put page C—5 in the record. 

(The material referred to follows :) 


Justification of estimate 
Wadthing éu@ communications... icladideiiniotlin wana $1, 100, 000 


Problem.—The problem of adequate communication systems to warn the public 
of an impending attack has been a major concern of civil defense from the incep- 
tion of the program. Although satisfactory outdoor warning devices have been 
installed, there is still the problem of how to warn people in homes and other 
buildings in which the outdoor devices may not be heard. 

Discussion.—Several studies have indicated that a combination of the outdoor 
siren system with some type of internal warning (i. e., warning within public 
and private buildings) device is needed for reaching the maximum number of 
people. There are three methods that can potentially be used for internal warn- 
ing, namely: (1) Sending a signal over an electric powerline by superimposing 
a signal over standard cyclic rate; (2) transmitting a signal over a telephone 
line; and (3) using the CONELRAD system to transmit the signal by radio. All 
of these methods would utilize a specially developed receiver to give the alarm 
for alerting the people, e. g., ring a bell, sound a buzzer, or flash a light. Suffi- 
cient progress has been made to show that all three methods are technically 
possible. However, the powerline system seems to offer the greatest possibilities. 
In addition to giving the initial warning, it is necessary to implement the attack 
warning by additional instructions to the public, through an appropriate system 
of voice communications. 

It is also necessary to develop the means of distributing intelligence necessary 
to carry out defensive measures and to instruct sheltered or evacuated personnel 
as to existing postattack hazards. It is important that FCDA develop an overall 
communications network utilizing all resources now available, and to integrate 
this with the warning system where possible. 


Mr. Tuomas. You say: 


In fiscal year 1959 funds will be utilized as follows: 

(1) Low-frequency radio communications, $800,000—to determine the most 
favorable means of communicating with the people via standard broadcasting 
stations and to determine what uses can be made of the system in an emergency. 


Are you going to hook up 12 big networks here ? 
Mr. Horex. No; this is different. 


Mr. Tuomas. What isthis? I read that and I could not understand 
it. What are you going to do here? 
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DISSEMINATION OF INFORMATION BY BADIO 


Mr. Horcu. We are going to find out the best means of disseminat- 
ing information to the people through the use of radio that is now in 
existence. Tests will be conducted. For instance, there have been 
some companies that have come up with a project whereby, by a cer- 
tain lowering of frequency, every man’s radio will be turned on full 
blast and a message would come out. 

Mr. Tuomas. Regardless of what station his radio was tuned to? 

Mr. Hoenc. That is right. That has not been completed. 

Mr. THomas. Whom will you spend this $1,100,000 with ¢ 

Mr. Horcu. There will be several companies. NBC is one of them. 

Mr. Tuomas. You feed it in one big system and every station gets 
it regardless of the frequency ? 

Mr. Horen. We are in the process of research in that field. 

Mr. Tuomas. Give us a breakdown of this $1,100,000. If you will 
come up with that, you might have something good there. 

Mr. Hogcu. That is one of the things we are testing. For instance, 
we have to build a vertical antenna and ground system that will cost 
$450,000; a low power test transmitter that will cost $50,000; a low 
frequency receiver prototype that will cost $50,000; and the tests, we 
estimate, will cost $250,000. 

Mr. Tuomas. These are all round figures. Is that the best estimate 
you can make? These figures have not been based on unemployment 
where the cost of everything down ? 

Mr. Horen. We find people in research and science are expensive 
even if you have a recession or if you have good times. The Na- 
tional Academy of Sciences has looked at it. They think it is sound. 


We have had it coordinated so that we are not trespassing on some- 
body else. 


INTERNAL WARNING SYSTEMS 


Mr. Tuomas. You have an item of $25,000 for internal warning 
systems— 
for analyzer studies of several power systems (connected and independent), to 
determine typical transmission characteristics and signaling attenuation on 


different types of powerlines for use in the design of internal warning systems. 
This would be performed by a contractor that has analyzer facilities. 


RADIOLOGICAL DEFENSE RESEARCH 
You have $1,160,000 for radiological defense. You say: 


Requested funds are programed for the following radiological defense studies : 

(1) Radiation countermeasures and reclamation procedures, $573,000—to con- 
tinue the study of methods of reducing radiation exposures by emergency shield- 
ing, decontamination, and other measures. 


Who is going todothis? Yousay: 


This includes methods of reclaiming contaminated facilities such as industrial 
areas, airports, seaports and other vital areas. 

Mr. Herretrtncer. This was triggered by work done by the Naval 
Research Development Laboratory. 

Mr. Tuomas. That is a private organization ? 

Mr. Herrecrincer. No sir. We are not proposing this work be 
done there, but it was started there. 
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UNIVERSITY OF CALIFORNIA CONTRACT 


Mr. ‘Txomas. You have an item, University of California, 
"$250,000— 
to continue the study of the broad aspects of radiological defense planning, in- 
eluding investigation of current research and establishing a broad base for 
planning specific research projects which should be undertaken to provide a 
basis for resolving specific problems concerning radiological defense measures. 


Is that'a part of the $756,000 you are spending with the University 
of California? 

Mr. Horexn. That will be expended by July of this year, the 
‘$756,000. 

Mr. Tuomas. This is additional ? 

Mr. Horeu. This is additional. 

Mr. Tuomas. Is this a new contract or a continuation of the old 
one? This is the last increment on the $756,000 that has been going 
on for 2 years, is it not ? 

Mr. Horcu. I want to make it very clear that we have obligated 
ourselves for $756,000. This $250,000 is in addition to that item and 
it is to perfect the technique that we mentioned. 

Mr. Tuomas. Does this pay off the obligation, or is this the second 
installment or the first ? 

Mr. Herrerrincer. That is to pay off. 

Mr. Horex. That is to pay off the obligation. 

Mr. Herretricer. The final amount to complete the study. 


RADIATION SHIELDINGS 


Mr. Tuomas. What is this radiation shieldings, $100,000— 


to conduct studies of the shielding provided by various materials under various 
geometries, against initial and fallout radiation types and energies. This is a 
continuing project at the National Bureau of Standards. 


Mr. Horcu. For instance, we know dirt has a certain shielding, 
and we want to find out what other materials have value as radiation 
shielding. 

Mr. THomas. What is the best so far? 

Mr. Horex. I would say dirt is the best and most economical. 

Mr. Tuomas. In some of our laboratories we have 214- or 3-foot 
walls. Some of them use hard rock or stone. 

Mr. Hosen. That is good. 

Mr. Tuomas. Three feet thick. 

Mr. Horex. That is ample. 

Mr. Tuomas. They are just inside the wall and it is as hard as you 
can get it. 

Mr. Horeu. It is good for radioactive fallout. 

Mr. Tuomas. Does it absorb the fallout and decontaminate it? 

Mr. Horenu. No, sir. 

Mr. Tuomas. How long does it take fallout to decontaminate itself? 

Mr. Horen. That is a question we have not gotten definitely an- 
swered, and it is a question we would like to know the answer to. 

Mr. Tuomas. We have a lot of stockpiles of contaminated materials 
at our production facilities. We have had a lot of experience with 
them there. They are burying some, and they have a water solution 
pit that washes some of it and puts the water back in the river. 
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Mr. Hozcx. What we are trying to find out, for instance, is whether 
or not hot flame would help deteriorate the fallout. 
Mr. Tuomas. Who are you spending this money with? 


Mr. Horen. The National Bureau of Standards, $100,000. That is 
a continuing contract. 


PROTECTIVE VENTILATION OF SHELTERS 


Mr. Tuomas, You have an item performance of coarse sand filters 
for protective ventilation of shelters, $16,000— 


for an investigation of sand filters constructed in accordance with recommended 


European practice to determine their efficiency in protecting against war gases 
of all known types— ' 


andsoon. What is that? 
PROTECTOR FOR AIRBORNE CBR CONTAMINANTS 


Then you have an item small collective protector for airborne 
CBR contaminants, $12,000— 


for an investigation of existing collecting protectors in order to evaluate the 
features suitable for small shelter requirements. 


AIR CONDITIONING 


And for Air Conditioning, $25,000— 


for a study to determine the air conditions which will be attained in an occupied 
underground shelter under various ambient conditions and the reactions of 
occupants to various rates of controlled ventilation. 


EFFICIENCY OF ELECTROSTATIO FILTERS 


ainen you have an item of $9,000 for efficiency of electrostatic air 
ters. 


And then you have an item of $50,000 for public fallout shelters— 


to investigate and design an economical earth mounded or underground fallout 
shelter for 50, 100, 500 and 2,000 persons for use in a public shelter program. 

Who will do this for you ? 

Mr. Horex. That will be done by contract. 

Mr. Yates. Is that the German company ? 

Mr. Horen. No. The Germans built a shelter in Nevada. They 
have tested it and we have been able to use the findings from that 
testing. We are working on some of the things they found out about 


it in conjunction with them. That fallout shelter would be con- 
structed in Nevada, sir. 


ENGINEERING AND NUCLEAR TESTING RESEARCH 


Mr. Tuomas. What about this “Engineering and nuclear testmg” 
$2,575,000 on page C-10? You have $1,325,000 for engineering re- 
search. I have a note here that says, Has this been done before? 
You say: 


Engineering research projects which do not necessitate field nuclear testing 
include the development of design standards for shelters in Various types of 
locations— 


and so on. 
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You just had an item on shielding. 
You go on to say: 


studies of shelter sites; development and testing of materials and equipment ; 
development of suitable air-zero locations, blast closures and valves, and venti- 
lation systems; and cost effectiveness studies related to the many facets of a 
variety of proposed shelter programs. 


Is not.this ene 3 or 4 yearsof age? F 

Mr. Hozex. We have been doing it in the past. This is a continua- 
tion of it. 

Mr. THomas. What have we found out about it? I recognize this 


same terminology year in and year out. When will we find the 
answers ¢ 


Mr. Horeu. We have had some good answers and what we are trying 
to do now is see if we can find better answers. 

We have a tendency to overdesign in the past, and this is to get it 
so it would be more practical and more economical. 


LIST OF PROJECTS 


Mr, Tuomas. At this point in the record we will insert pages C—10 
and C-11 of the justifications. 
(The pages referred to follow :) 


ENGINEERING AND NUCLEAR TESTING, $2,575,000 


A. Engineering research, $1,325,000 


1. Engineering research projects which do not necessitate field nuclear testing 
include the development of design standards for shelters in various types of 
locations; studies of shelter sites; development and testing of materials and 
equipment ; development of suitable air-zero locations, blast closures and valves, 
and ventilation systems; and cost effectiveness studies related to the many facets 
of a variety of proposed shelter programs. 

2. Projects of the above type programed for fiscal year 1959 consist of the 
following : 


(a) Dome-type shelters 

(b>) Conventional shelter, 30 and 100 p. s. i, resistance 

(c) Design of downtown understreet, 30 and 100 p. s. i. blast shelters for 
a selected city 

(d@) Two crater radii shelter 

(e) Rail steel reinforcing bars 

(f) Dynamic response of complex structural systems. 

(g) Properties of materials 

(h) Dynamic strength properties of soil 

(i) Underground wall loads and ductility 

(j) Effects of blast overpressures on gasoline and diesel engine opera- 
tion 

(k) Blast closures 

(1) Dual purpose underground garage shelters of 30 p. s. i. and 100 p. s. i. 
resistance 

(m) Impact of a national shelter program on the economy of the United 


(0) Material requirements for a shelter program 
(p) Siting and spacing studies 
(q) Effectiveness of shelter under various attack patterns____________ 
B. Nuclear testing, $1,250,000 
1. Low-cost type home blast shelters : 
(a) Problem.—Adequate protection against modern nuclear weapons requires 


the construction of many home blast shelters. Further tests are required in 
order to design a low-cost-type home blast shelter. 
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(b) Discussion.—Up to the present time only one type of home shelter de- 
signed for modern nuclear weapons has been tested. This test of three shelters 
at different overpressure ranges was conducted in Nevada in the summer of 
1957. The design of the test shelter was based upon then current knowledge, 
but subsequent developments in the field of blast resistant design criteria indi- 
cate that further economies can be made. This is a particularly important point 
since the shelter tested is estimated to cost between $2,000 and $3,000 for a group 
of 6 peopie. Further, indications from the test are that the shelter is considerably 
overdesigned. 

(c) Project——Low-cost-type home blast» shelter: $195,000—for instrumenta- 
tion construction and support costs for a blast shelter which will use reinforced 
concrete, steel, and possibly other materials to reduce construction costs. 

2. Blast-cushioning techniques for buried structures: 

(a) Problem.—Additional research is required to determine the adequacy of 
blast-cushioning materials for blast shelters. 

(b) Discussion.—During the 1957 program in Nevada a limited test was con- 
ducted of the effect of cushioning materials on reducing the acceleration of buried 
- structures. While this test was not comprehensive enough to furnish conclusive 

data for design purposes, it did indicate that there may be great promise for the 
design of more economical shelters through the use of blast-cushioning materials. 
It is felt that the potentialities in this method of design are so great that they 
warrant fuller investigation, since the costs of the shelter program would be 
reduced. 

(c) Project—Blast shelter construction involving the use of blast-cushioning 
teehniques : .$480,000—for construction. and support costs, $330,000; laboratory 
testing of cushioning materials and design; $50,000 ; and instrumentation’ costs, 
$100,000. 

3. Instrumentation for continued evaluation of existing test structures, 
$100,000. 

There exists from previous tests at the Nevada test site a number of structures 
essentially undamaged and from which considerable additional data could be 
obtained when they are exposed to higher yield weapons at the firing point around 
which they were constructed. These higher yield weapons would expose the 
structures in question to higher blast overpressure and higher initial radiation 
effects and, therefore, contribute to our knowledge of their ultimate strength 
and shielding. This sum of money is included in the budget to take advantage 
of this inexpensive method of obtaining additional knowledge when the Atomic 
Energy Commission schedules higher yield weapons tests at these firing sites. 


LOW-COST-TYPE DOME BLAST SHELTERS 


Mr. Tuomas. This has to do with your request for low-cost-type 
dome blast shelters. 

In addition, you have your nuclear testing for low-cost-type dome 
shelters in the amount of $195,000, and then you have your blast- 
shelter construction involving the use of glass in the amount of 
$480,000. 

What do you hope to learn with this $1.25 million that you do not 
already know ? 

Mr. Hore. For instance, on the low-cost-type dome blast shelter, 
as I mentioned before, there has been an overdesign and what we 
are trying to do now is to reduce our designs and thereby reduce the 
cost, and, therefore, come up with what we feel is a shelter program 
that is more practical from the standpoint of putting it into effect. 


DAMAGE ASSESSMENT RESEARCH 


Mr. Tuomas. At this point in the record we will insert pages C-13 
of the justifications. 


(The page referred to follows :) 
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Damage assessment, $300,000 


Problem.—Certain damage assessment data resulting from earlier research 
efforts must be updated. Included in this problem are such areas as: Attack 
damage to the population, housing, and other facilities; mechanization of 
fallout analysis; and the development of a computation system for evacuation 
analysis. 

Disoussion.—The national bomb damage assessment system will be completed 
in fiscal year 1958. Since its development has extended over several years, 
the system must be reevaluated, refined, and updated. Funds requested will 
be used for this purpose. 

Projects.—The following projects will contribute to this effort : 

(1) An integrated analysis of the longer range effect of enemy attack upon 
population, taking into account casualty care, sanitation, radiological burden, 
genetic effect, and area denial. In this study, emphasis will be given to using 
primary data on casualties, medical resources, ete., generated by machine print 
out; and to extending analysis to secondary and related effects. 

(2) The development of methods for determining the most efficient and eco- 
nomical shelter distribution under varying conditions utilizing existing studies 
of shelter design and construction costs. 

(3) A study to provide estimates of the relative cost and effectiveness of 
shelter and population movement. This research would be related to various 
assumed attack patterns and attack conditions and would include alternative 
shelter plans and various evacuation route improvements. 


Mr. Tuomas. This item covers damage assessment and it is in the 
amount of $300,000. Can damage assessments be made? 
You set forth the problem as follows: 


Certain damage assessment data resulting from earlier research efforts must 
be updated. Inluded in this problem are such areas as: Attack damage to the 
population, housing, and other facilities; mechanization of fallout analysis; 
and the development of a computation system for evacuation analysis. 


How could you come up with anything like a reasonable answer 
until the blast has occurred ? 


‘NATIONAL BOMB DAMAGE ASSESSMENT SYSTEM 


You state: 


The national bomb damage assessment system ill be completed in fiscal year 
1958. ’ 


You need $300,000. These funds will not be available until 1959. 
You further state: 


An integrated analysis of the longer-range effect of any attack upon the 
population, taking into account casualty care, sanitation, radiological burden, 
genetic effect, and area denial. In this study, emphasis will be given to using 
primary data on casualties, medical research resources, etc., generated by ma- 
chine print-out, and to extending analysis to secondary and related effects. 

The development of methods for determining the most efficient and economical 
shelter distribution under varying conditions utilizing existing studies of shelter 
design and construction costs. 

A study to provide estimates of the relative cost and effectiveness of shelter 
and population movements. This research would be related to various civil 
attack patterns and attack conditions and would include alternative shelter 
plans and various evacuation route improvements. 


With reference to population movement, we have had that a half 
dozen places here. Certainly, you do not need that $300,000; do you? 
Mr. Horcx. Well, I won say that that is probably as good an 

expenditure as we have in the budget for this reason : 
ou have to know what the result would be in the way of damage 


in order to meet that particular problem and by perfecting a damage 
assessment capability—— 
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Mr. Tuomas. How in the world can you figure what the damage. 
is without knowing A from B? You do not know whether the entire. 
lighting system is going to be knocked out at home in whole or in, 
part, or whether the entire water system is going to be knocked out. 
In other words, one main may be broken. It will vary, of course. 
You will not know how many houses are going to be damaged, and 
how many public facilities will be damaged, and how many private 
facilities. 

How are you going to spend your money ¢ 

Mr. Horen. it was to broaden that base, sir. In other words, the 
more contingencies you have to know—— 

Mr. THomas. What good is this type information going to do, Mr. 
Hoegh, when you get it? 

Mr. Horcr. When you can assess the damage, sir, and you can assess 
it accurately and quickly, I think it makes it possible for you then 
to respond and to make the plans necessary to overcome such damage. 

Mr. Tuomas. Yes; but this is a theoretical study in advance. 

Mr. Hoeenx. That is right, sir. Maybe my staff wishes to add more, 
but that is the way I visualize it. 

Mr. THomas. What value are these theoretical studies?. What yard- 
stick are you using for labor costs and for material costs? Are yon 
using any special yardstick? You are using the dollar mark here. 
What value are you giving the dollar? What will the dollar be worth? 

Some of these other gentlemen who appeared here this afternoon 
were going to study the issuance of paper money. 

Mr. Herretrincer.. The bomb damage assessment provides essential 
information preliminary to any practical planning. We have to, 
make certain assumptions of attack pattern, and develop a capability 
to lay the theoretical weapon upon our metropolitan complex, and 
reach some conclusions about what it will do and from it. to de some- 
thing which we hope will be practical where, without that, informa- 
tion, it, would be sheer guesswork. 

Mr. Tuomas. What planning are you going to do? 

Mr, Herrevrincer. All of those agencies that: were here this after- 
noon, for example, need this kind of information before they can 
develop a practical emergency housing program and before a trans- 
portation plan can be developed, and before plans can be made for- 
the restoration of the highways or. transportation system, and all 
phases of it need this basic ingredient from which to start. 

They do not have this information as of today. They have some. 
of it, but not in the nature that we actually need. 

Mr. Tuomas. You have to have a pretty good imagination to figure 
out what the damage is going to be. 

Have you been into Germany or England or some parts of France 
where they had some bomb damage of a different. type, but where the 
utilities were knocked down and the houses were knocked down, and 
everything was destroyed ? 

Mr. Herre.rineer. Sir, we know the intensity of damage from a 
bomb of a given kiloton or megaton by rings, and we know what damage 
will be out to 5, 10, and 20 miles. 

Mr. Tuomas. Where did you get that information? 
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USE OF INFORMATION FROM NEVADA AND BIKINI TESTS 


Mr, Herre.trincer. We got this information from the tests that 
have been conducted at Las Vegas, and the tests which were conducted 
at Bikini. We will take this theoretical bomb drop and, say, put it 
on a city like Los Angeles. This particular study identifies the utili- 
ties and where they are located, as well as the population and where it 
is located, the waterworks and all of those thine that the city has, 
and does. 

Then, we can see how many of those are remaining, and how many 
of them have been knocked out. 

If you combine this one theoretical bomb blast’ with an attack and 
you get an attack pattern from that, using the same principle by this 
identification process here, we have identified where these facilities 
are, we can determine what our loss is, and we know what. condition 
we are in now and what we have left to use for recovery and what our 
needs will be. 

Mr. Tuomas. On a national basis? 

Mr. Herreirincer. On a national basis; yes, sir. 

Mr. THomas. You may proceed. 

Mr. Herretrineer. That is this project, This project is in existence. 
It is in machines now. It is the gathering of data for electronic data 
processing machinery. This process is of no value unless it is con- 
tinually updated. The price for updating it in 1959 is $300,000, 

Mr. Tuomas. How are you going to update it now ? 

Mr. Herreirrncer. We are going to update it—actually, we will go 
out and get the raw information. We do not do this, but do it by con- 
tract. The contractor is the Stanford Research Institute. 

Mr. Tuomas. What facts is he going to bring in now? What addi- 
tional facts will he bring in? 

You have to update it every year? 

Mr. Herrerrincer. That is right; he will update it every year. 

If there has been new construction or if there have been changes 
in the pattern of the utilities Sree he will have made those particular 
changes, particularly in the suburban areas where the cities are expand- 
ing. He will bring these additional facilities that are created into 
this machine so that we have a record that they are, in fact, in existence 
for use as a resource or to indicate that they have been knocked out. 

Mr. Tuomas. Well, it is certainly a theoretical matter. 


HEALTH AND MEDICAL RESEARCH 


Mr. Tuomas. At this point in the record we will insert page C-14 
of the justifications. 
(The page referred to follows :) 


Health and medical, $575,000 


Problem.—Continuing research in medical care, public health, and sanitation 
problems is necessary if FCDA—in the event of attack or another major dis- 
aster—is to provide for the medical assistance and treatment required. 

Discussion.—Health problems resulting from nuclear attack would be numer- 
ous and would include such areas as sanitation, identification, and. control of 
communicable diseases, decontamination, maximum utilization of medical re- 
sources and trained personnel, etc. The following medical research will assist 
in coping with these problems. 

Projects: (1) American Medical Association research study, $150,000. Be- 
cause the FCDA has selected and recommended that all planning shall be based 
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upon the needs to meet the effects of a 20 MT surface burst attack, it is essential 
to develop a national health survival plan that can be incorporated in the 
national operations plan. It is proposed that this can best be accomplished 
under sponsorship of the American Medical Association im cooperation and 
coordination with such other professional groups as the American Public Health 
Association, Anjerican Dental Association, and national nursing groups as well 
as all private and governmental groups that would be essential for the health 
survival of the Nation in the event of attack. This research effort initiated 
in 1958 is programed for continuance through 1959. 

(2) Prolongation of the life of red biood cells and reconstruction of plasma, 
$70,000. To meet the anticipated requirement for whole blood in event of attack 
when collection of required quantities may not be feasible, intensified research 
relative to methods for processing of whole blood to permit storage for longer 
periods of time is indicated. Normally, whole blood cannot be used for trans- 
fusion purposes after 21 days of storage. However, initial efforts in this area 
of research have developed a process of separation of red blood cells from the 
plasma and freezing the red blood cells at' very low temperatures. Further 
work has been undertaken by the National Research Council toward sterilization 
of plasma to eliminate the transmission of jaundice. It is recommended that 
support for the National Research Council for these projects be continued. 

(3) Naso-gastric standards study, $15,000, This is mainly a Department of 
Defense study with some participation by FCDA in a search for a palatable, 
complete food that will by itself sustain life by tubal feeding for long periods 
of time. Research aims at producing this tota) food with the smallest amount 


of bulk at the least possible cost. Continued FCDA support is recommended 
for fiscal year 1959. 


Mr. Tuomas. I note this deals with health and medical items. 

Here. is another place where the Atomic Energy Commission spends 
regularly $25 million to $30 million a year on research on medicines 
and biologics. This justification states that: 

Continuing research in medical care, public health, and sanitation problems is 


necessary if FCDA—in the event of attack or any other major disaster—is to 
provide for the medical assistance and treatment required. 


TYPES OF PROJECTS 


You state that the American Medical Association research study 

aye pre 0n Wied e 
s that what you are payi em 

Mr. Horcu.. Yes, sir. 

Mr. Tuomas. at will they come up with? 

Mr. Horen. That is a part—— 

Mr. Tuomas. You also state “Prolongation of the. life of.red blood 
cells and reconstruction of plasma, $70,000,” 

I thought that was back under your warehousing rotation program. 

Mr. Herretrincer. No, sir; under the rotation program we are talk- 
ing about dried blood. Whole blood can only be stored 21 days. This 
ae is a study. to determine whether or not the red blood cells can 

pt alive and whether we can use whole blood for longer periods 

than 21 days. 


Mr. Tuomas. Next is your naso-gastric standard study in the 
amount of $15,000... Youstate: 


This is mainly a Department of Defense study with some participation by 
FCDA in a search for a palatable, complete food that will by itself sustain life 
by tubal feeding for long periods of time. 


In other words, the Department of Defense has the. primary 
responsibility ? 
r. Horcx. This is our part of the expenditure, 
22311—58—pt. 2——-31 
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Mr. Tuomas. What does it deal with, and whats it all about ? 

Mr. Horex. In other words, it is to find out how to sustain life by 
tubal feeding for long periods of time. The Department of Defense 
has the primary responsibility and we were working with them. Our 
part of the overall research cost amounts to $15,000. 

Mr. Tuomas. Next is “Active immunization research” in the amount 
of $100,000. 

Who is going to do this study ? 

Mr. Herretrincer. They have not been selected, sir. 

Mr. Tuomas. You state in your justifications as follows: 


This is one of the most important protective measures, both for the control 
of communicable disease and biological warfare. 


What does “active immunization” mean ? 

Mr. Herrecrmcer. It has to do with an immunization program. 

Mr. Tuomas. You have a request for “Decontamination research” 
in the.amount, of $40,000, “Shelter habitability” in the amount of 
$50,000, “Blast biology studies” in the amount of $120,000. 

Who is going to do this? 

Mr. Herre.rrncer. The Atomic Energy Commission. 

Mr. Tuomas. You stated in your justifications as follows: 


This is a continuing study in the biological effects of blast resulting from 
conventional and nuclear weapons, jointly supported by the Atomic Energy Com- 
mission and FCDA with assistance by the Lovelace Clinic at Alberquerque, 
N. Mex. 


Mr. Herretrincer. That is part of the contract. 

Mr: Tomas. At this point in the record we will insert: page 15 of 
the justifications. | 

(The page referred to follows :) 


(4) Hospital, medical, and surgical equipment; and supplies resources study, 
$30,000.—This study was initiated in fiscal year 1957 and continued during fiscal 
year 1958 without the necessary separate funds for proper. completion of the work. 
Funds are requested for accurate determination of existing resources, facilities, 
and production capacities in order that.a better evaluation can be made.of the 
Nation’s capabilities during an emergency. Results of the studies Will have a 
bearing in planning future stockpile operations, storage, and. ‘distribution 
channels. 

(5) Active immunization research, $100,000.—This is one of the most impor- 
tant protective measures, both for the control of communicable disease and. bio- 
logical warfare. The several aspects of immunization research that should be 
included in this project are: (1) Multiple antigens—the use of a mixture of 
antigens: in a single injection; (2) new antigens—the development, testing, 
and standardizing of antigens for more diseases, particularly those that might 
be used as a biological weapon; (3) mass immunization procedures—the devel- 
opment, testing, and standardizing of practical methods for the active immuni- 
zation of large population groups under primitive conditions; (4) adjuvant—to 
explore the value of adjuvant and booster immunizations in maintaining and 
raising the immunity level of a population; (5) vulnerability of immunized popu- 
lation—to challenge by one route or another immune groups to determine if.ac- 
tive immunization will protect against unusual dosages and/or routes of infection. 

(6) Harly warning, rapid identification, decontamination research, $40,000.— 
There is.a fundamental need to reduce the time required to identify infectious 
disease agents and to improve methods for the decontamination and protection of 
such vehicles. Specific subprojects are: (1) Fluorescent tagged antihodies— 
this particular approach has shown great promise during the early development 
period, ‘and such studies should be expanded; (2) air and -water sampling 
mechanisms—these devices have been under investigation for many years, but 
much work remains to be done before they could be used practically under field 
conditions; (3) decontamination and protective devices—these are particularly 
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required for certain installations such as hospitals, command centers, etc. 
These are envisioned essentially as collective, rather than individual, protective 


measures. 

(7) Shelter habitability, $50,000.—This project is primarily one of sanitary 
engineering. It proposes to investigate the habitability of shelters with primary 
emphasis on air, water, and waste disposal requirements and methods under 
varying geographical locations and geological conditions, with emphasis on home- 
type shelters. Maximum economy with acceptable livability is a goal, 

(8) Blast biology studies, $120,000—This is a continuing study in the biologi- 
cal effects of blast resulting from continual and nuclear weapons, jointly sup- 
ported by the Atomic Energy Commission and FCDA with assistance by the Love- 
lace Clinic at Albuquerque, N. Mex. This study consists of basic and applied labo- 
ratory research with extensive field training. 


OTHER RESEARCH PROGRAMS 


Mr. Tuomas. Now, we come to “Other research.” 
You state: 


Other research represents a grouping of research projects designed to pro- 
vide the necessary scientific knowledge for use in evaluating Agency programs. 


Mr. Herretringer. This is our contribution to the National Acad- 
emy of Science. 


TYPES OF PROJECTS 


Mr. Tuomas. You further state as follows: 


The estimate includes the following research: (1) National Academy of 
Sciences—Fire Research Committee (services) : $50,000. 


We will insert into. the record at this point the top of page 16 of 
the justifications. 


(The page referred to follows :) 


OTHER RESEARCH, $190,000 


Problem.—-Other research represents a grouping of research projects designed 
to provide the necessary scientific knowledge for use in evaluating. Agency 
programs. 

Projects.—The estimate includes the following research : 

(1) National Academy of Sciences, Fire Research Committee (services)— 
$50,000,—This. estimate proposes a continuation in fiscal year 1959 of the, con- 
tract with the National Academy of Sciences for advisory and consulting services 
for the formulation of a national fire research program. The estimated cost of 
this contract is $50,000. Under the contract, the Academy has éstablished a 
continuing fire research committee and,conference consisting of experts from 
appropriate fields of science and technology : 

(a) Coordinate existing programs to prevent unnecessary duplication and 
to assure that effective use is made’ of the knowledge resulting from current 
and previous fire research projects. 

(6) Encourage and stimulate a coordinated national research effort to pro- 
vide necessary scientific knowledge for proper guidance in developing new 
and unconventional techniques and equipment designed to increase our wartime 
fire defense capabilities. 

(2) Carbon monogide project, $50,000.—The proposed research project for 
inclusion in the fiscal year 1959 budget is investigation of the hazard to shelter 
occupants by carbon monoxide under conflagration or fire-storm conditions. 
In studying all the effects of nuclear attack on shelters, the possibility of carbon 
monoxide and other toxic gases entering ventilation systems of shelters requires 
investigation. The German experience of deaths of occupants of shelters from 
carbon monoxide and other gases is a case in point. The area of combustion 
in target areas, the timé limits for the production of toxic gases, and methods 


for the handling or eliminating such gases, would be subjects for specific 
research. 
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(3) Civil Defense Scientific Advisory Committee services, $40,000.—The Na- 
tional Academy of Sciencee, at the request of FCDA, established a Civil Defense 
Scientific Advisory Committee in fiscal year 1955 to advise the agency on 
scientific and technical problems and on its research needs. The members 
of the committee, who are leading scientists, representing such fields as physics, 
chemistry, biology, medicine, law and social sciences, serve without pay. 

The funds requeqsted are to cover the travel and subsistence expenses of the 
members for attendance at committee meetings, and for maintaining the com- 
mittee secretariat. 

(4) Economic requirements, $50,000.—The consequences of atomic attack 
extend beyond the immediate affected geographical areas. Disruption of our 
economic system will have nationwide consequences including communities re- 
mote from damage or severely contaminated areas. National survival will 
depend on the functioning of the relatively undamaged areas of the country 
on some sort of rockbottom economic basis. In order to conserve our national 
strength and provide the foundation and source of resources to support post- 
attack recovery action, further study of the economie contribution of nontarget 


areas must be made. 

Mr. Tuomas. Is this a contribution to the National Academy of 
Science ? 

Mr. Herrevrincer. Yes, sir. 

Mr. Horex. We have a contract with them. The first part there 
is the $50,000 for fire research. 

Then, we have the advisory services of the Scientific Advisory 
Council. 

Mr. Tuomas. What is the other $140,000 for? 

Mr. Herre.rincer. $40,000 of that. is the support of the National 
Academy’s work. This is in determining our research program. 

Fifty thousand dollars is the carbon monoxide project budget, and 
$50,000 is a project for economic requirements, 

Mr. Tuomas. Well, that leaves $40,000 left. Where is that “Eco- 
nomic requirements” item in the amount of $50,000? 

I note you have the Civil Defense Scientific Advisory Committee 
services in the amount of $40,000, and you have your “Carbon mon- 
oxide” project in the amount of $50,000, 

Mr. Horcn. The National Academy of Science project is in the 
amount of $50,000. 

Mr. Tuomas. Yes; that is for “Fire research services.” That makes 
the total; does it not ? 

Mr. Herreirinorr. Yes, sir. 

Mr. Tuomas. How essential is all this? 

Mr. Horex. We think it is the bare minimum that we can expend in 
we to perform our responsibilities in research in the field of civil 

efense. 
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Feperat ConTRIBUTIONS 
Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 

Attack warning 

. Communications 

. Public safety services 

Medical supplies and equipment 
. Education services 

Mass care equipment 


an 
nae 
- 


- 


39 


gsesseees 
833833238 


OID orm O9 NO 


Total obligations ..... 222.2222... 20. 021.211.221L ede 
Financing: 
Unobligated balance brought forward. 
Unobligated blance carried forward _- 
Unobligated balance no longer available 


Appropriation (new obligational authority) 


Object classification 
11 Grants, subsidies, and contributions: 
7 actual $11, 754, 134 


Mr. Tuomas. At this point in the record we will insert page D-1 
of the justifications, 


(The page referred to follows :) 


“FEDERAL CONTRIBUTIONS 


“(Federal contributions: For financial contributions to the States, not other- 
wise provided for, pursuant to subsection (i) of section 201 of the Federal Civil 
Defense Act of 1950, as amended, to be equally matched with State funds, 
$17,000,000, to remain available until June 30, 1959]” 


Independent Offices Appropriation Act, 1958 
Appropriated 1958 


PROGRAM AND FINANCING 


Mr. Tomas. At this pe in the record we will insert page D-2 
of the justifications into the record. 
(The page referred to follows :) 


Program and financing 


| 
1957 actual | 1958 estimate | 1959 estimate 


BD oial \ 


Program by activities: 
1. Attack warning $1, 318, 023 
. Communications. 6, 515, 538 
eo 1 re sa iN .! \ 
. Medical supplies and equipment _-.- peace , 1, 977. 085 
Education services iio cwetda 885, 205 
Mass care equipment roe . 168, 248 
. Engineering supplies and equipment 788, 908 
. Construction and general equipment 1, 593, 678 
. Preservation of vital records..............- Lika waja Raddtedn Sti gincld Ruhast cide deals 


3ege28 
$33383328 


OMWNID orm oops 
pr 


s 


Total obligations 14, 021, 527 

Financing: 
Unobligated balance brought forward E —14, 021 527 
Unobligated balance carried forward 000 
Unobligated balance no longer available 


Appropriation (new obligational authority) 
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Mr. Tuomas. This is the matching fund; is it not ? 
Mr. Herretrincer. Yes, sir. 


STATUS OF PROGRAM 


Mr. Tuomas. We will at this point in the record insert page D-3 of 
the jnstifications. 
(The page referred to follows:) 


Stratus or FeperAL CONTRIBUTIONS 


It is anticipated that the $17 million obligational authority approved in the 
fiscal year 1958-59 appropriation will satisfy requirements in this program 
— fiscal year 1959. Therefore, no request for additional funds is made 
a 8 time. 
ween ahsence of a request for obligational authority is predicated on the follow- 
1. riesent regislation upon which the matching funds program for equipment 
and surplies is based will continue through fiscal year 1959. 

2. The current slower rate of State and local government participation in this 
program will not increase materially during the same period. 

To date, in fiscal year 1958, State and local governments have participated at 
a somewhat lower rate in the contributions program than had been anticipated. 
The present slow rate of participation is attributed to State and local efforts to 
hold down the increasing costs of government particularly in this area of 
national defense which they regard as primarily a Federal responsibility. The 
current status of the 1957-58 appropriation is shown in the following table: 


Status of the 1957-58 Federal contributions appropriation 


Obligations plus 
pending applications, 
end of November 1957 


AM PGDA Rewlebeski ic edlind ids Lele aes $10, 905, 987 
eeeteere Se. iiel i ea el ea ee i 8, 126, 882 
Meson Oooo Se aces eideitess Nines 2, 036, 815 
TN Ee a i ee i ee AAW Fn 1, 657, 875 
Ragion 4.00 we i saosin a. Caaagebsl.... 1, 376, 244 
I is LIE andi citliearnes iieatdtediieinmaiilaliaebssinnaiinnmiieaiii 1, 050, 834 
alt as oc ernie eabintileniedipesoulelbbiaaieenresaataienaegicesndsaditertearirgoataial 461, 536 
I TN cS in iii elit actin ieanan iteiniienintp einai 1, 195, 801 


Mr. Toomas. What is the carryover into this year? 

Mr. Herretrincer. $17 million, sir. 

Mr. Tuomas. It is anticipated that $17 million unobligated author- 
ity will be carried over ? 

Mr. Herretrincer. That is right. 

Mr. Tuomas. This is a no-year fund ? 

Mr. Herretrincer. It is a 2-year fund, Mr. Chairman. 

Mr. Tuomas. It is for 1958 and 1959? 

Mr. Herrevrincer. Yes, sir. 

Mr. Tuomas. Do you need the $17 million ? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. For what? 

Mr. Horen. To carry on our normal contributions program. 

Mr. Tuomas. Well, you set out in your justifications that in 1958 
the contributions are slow, and that up to date they have only matched 
$10 million; is that right ? 

Mr. Herrenrrcer. That is right. 

Mr. Tuomas. You state further that the present slow rate of par- 
ticipation is attributed to State and local efforts to hold down their own 
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appropriations. You further state that to date in fiseal 1958 State and 

local governments have participated in a somewhat lower rate. Also 

that the current slow rate of local government participation will 

not increase materially. Do you think you will need the $17 million? 
Mr, Herrenrincer. Yes, sir. 


Mr. Horan, Yes, sir; we will estimate that they will use about $17 
million in the contributions program, 
However, we are asking for no additional funds. 


PROGRAMS TO BE FINANCED 


Mr. Tuomas. It might be well if at this point in the record we in- 
serted page D-7 and D-8 of the justifications. 
(The pages referred to follow :) 


Funds approved in the fiscal year 1958-59 appropriation will finance the follow- 
ing activities and allied program objectives: 

Attack warning (capacity for operations).—The attack warning program con- 
sists of warning devices, interior warning systems, voice sound equipment, and 
recurring costs and maintenance of devices and centrol equipment. 

Communications (capacity for operations).—This will provide for communica- 
tions facilities for State and local governments to be used in the direction and 
control of personnel and resources during an emergency. Included are telephone 
and radio equipment, emergency power supplies for communication equipment, 
mobile communications centers, and recurring costs to maintain this equipment 
in operational condition. 

Public safety (capacity for operations and resources and requirements) .—The 
public safety program provides for the development of an effective nationwide 
rescue competence by participating in the cost of specially equipped light and 
heavy duty rescue truck and rescue equipment. Funds are used to supply equip- 
ment for auxiliary police. Funds are also provided for purchase of helicopters 
and related auxiliary equipment and supplies for use in the public safety activity. 

Medical supplies and equipment (resources and requirements) —State and lo- 
cal governments have found it desirable to acquire some medical items through 
the contributions program. These include emergency hospitals, emergency first- 
aid stations, blood collection, testing, and receiving units, chemical warfare de- 
fense equipment, emergency sanitation supplies and equipment, and other similar 
items which would be needed in an emergency. 

Education service (capacity for operations and radiological defense) .—Con- 
siderable training has been and is being conducted in the areas of basic rescue, 
fire fighting, police, first aid, and related casualty services, emergency blood 
donor operations, and radiological defense. Increasing emphasis is being given 
to training and skills required to implement local emergency operations plans, 
and to training exercises in which State and local governments have the oppor- 
tunity to test emergency plans. 

Contributions funds are available for all equipment, facilities and supplies 
used to conduct training and education which meet prescribed standards. 

Mass care (resources and requirements).—These funds will provide states 
and localities with basic items of supplies and equipment for emergency feed- 
ing, housing, and the general welfare of disaster victims. These supplies and 
equipment include emergency feeding utensils, blankets, costs, and registration 
and information supplies. 

Engineering supplies (resources and requirements and shelter-evacuation) — 
This program covers the purchase of emergency electric power generating sets, 
water purification equipment, portable water pumping equipment, and light- 
weight, quick-coupling pipe. 

Construction and general equipment (capacity for operations).—This activity 
provides for the construction of protected control centers from which State and 
local governments can provide necessary direction of effort in an emergency. 
The design, location, and construction of these facilities are such as to provide 
maximum protection against damage by blast, fire, or radioactivity. 

Preservation of vital records (continuity of government) .—Records considered 
essential for preservation are (a) those required by governmental departments 
which are largely concerned with emergency operations, (b) those required to 
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protect the rights and property of individuals and (c) those basic governmental 
documents essential to reestablish normal government. Only records abso- 
lutely essential to accomplish these purposes and which shall be housed in 
dispersed facilities protected from destructive elements will be eligible under 
the program. 

Mr. Tuomas. These pages of the  Raparae a indicate how the 
funds are expended. These are matching funds on attack warning, 
communications, public safety, medical supplies and equipment, edu- 
cation service, mass care, engineering supplies, construction and gen- 
eral equipment and preservation of vital records. 

This is the same program that we have touched upon previously ; 
is it not? 

Mr. Horenu. Yes, sir. 

Mr. Tuomas. We have gone into this program with the other agen- 
cies this afternoon ; have we not? 

Mr. Hoecu. Yes, sir. 


DISASTER RELIEF 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
1. Administration $383, 922 $485, 000 
2. Grants to disaster-affected areas 15, 267, 966 19, 515, 907 


Total obligations 15, 651, 888 20, 000, 907 
Financing: 


elas tieasieahts from other accounts —423 
Unobligated balance brought forward —13, 122, 907 
Unobligated balance carried forward 13, 122, 907 


Appropriation (new obligational authority) 
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Object classification 


i 
1957 actual | 1958 estimate | 1959 estimate 


ALLOCATION ACCOUNTS 


Total number of permanent positions 

Full-time equivalent of all other positions 

Average number of all employees. : ......--..........--------- 
Number of employees at end of year 


Average GS grade and salary 


01 Personal services: 
Permanent ae Pte l2.... wOsckéns denneeusmes 
Positions other than permanent 
Other personal services... - Fihecieiell aibine , 


Total personal services 


Transportation of things, : 
COMteRASRCIO GTI 0 hen ene cenencenssanccussubownee 
Rents and utility services 
a ee ee 
Other contractual services 

Services performed by other agencies... 
Supplies and materials 
Equipment --______-_- 
Lands and structures 
Grants, subsidies, and contributions 
Pensions, annuities, and insurance claims. 
Taxes and assessments 


Total obligations. 


Obligations are distributed as follows: 
‘ederal Civil Defense Administration 
Ne SE Se a ot cngidd ccndiimadupadiadinsinimaneiii 
Department of Agriculture 
Housing and Home Finance Agency 


Mr. Tuomas. With reference to your request in connection with 
disaster relief, in truth and in fact, you are administering this by 
Executive order, and it is not a proper part, so to speak, or it is not 
a part of the Federal Civil Defense Administration except by Execu- 
tive order ? 


Mr. Horen. Yes, sir. 

Mr. Tuomas. You state this is for the expenses necessary to carry 
out the purposes of the act of September 30, 1950, to authorize the 
States and local governments in major disaster areas $10 million to 
remain available until expended, provided the administrative expenses 
were held down to 3 percent. 

Last year you were given $25 million ; is that right? 

Mr, Horan. Yes, sir, 

Mr. Taomas. What has been expended of that fund to date? 


EXPENDITURES BY STATES 


Mr. Horen. Well, we can give you the State by State expenditure, 
if you would like to have it. 
{r. Tuomas. Well, furnish that information for the record. 
(The information requested follows :) 
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President's natural disaster fund 


Balances as of June 14, 1957 
Add: Fiseal year 1958 appropriation 
Returns from other agencies and States 


aeSas 


oN. 00 00 
as 
s § 


Fees 
EISRSESSESS 
SSSSssSsssss 


- 


53 


13, 201, 202. 98 
Balance available February 20, 1958 23, 378, 161. 58 
PROGRAM AND FINANCING 


Mr. Tuomas. At this point in the record we will insert page F-2 
of the justifications. 
(The page referred to follows :) 


Program and financing 


1957 actual | 1958 estimate | 1950 estimate 


Program by activities: 
1. Administration $383, 922 $485, 000 
2. Grants to disaster-affected areas 15, 267, 966 19, 515, 907 


‘Total obligations 
Financing: 
Reimbursements from other accounts 423 
Unobligated balance brought forward —13, 122, 907 
Unobligated balance carried forward 


Appropriation (new obligational authority) 


UNEXPENDED BALANCE 


Mr. Txomas. What is your unexpended balance for the first 6 
months, and if you guess what it will be at the end of the year, you 
are certain to have some disaster about which you do not know at 
this time. 

Mr. Horen. On January 1, it was $23,560,000. 

Mr. Tuomas, How much had you allocated up to that time? 

Mr. Herrerrincer. In fiscal year 1958 we had allocated $9,588,450. 

Mr. Tuomas. You had allocated that much ? 

Mr. HerreFrincer. Yes, sir. 

Mr. Tuomas. What is the balance? You had a balance on January 
1 of $23.5 million, and you allocated $9.6 million. You are not ask- 
ing for any new money this year in this item ? 

r. Herre.Fincer. No, sir. 

Mr. THomas. You think the unexpended balance of $23.5 million 

will be all right 
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Mr. Horen. Yes, sir; we do, ; 

Mr. Tuomas. That is purely a guess. You can have a disaster to- 
morrow which would cost you $35 million, and then you would really 
be in trouble. 

Mr. Horex. We would have to come back and see you. 


DISASTER ALLOCATIONS BY STATES 

Mr. Tuomas. At this point in the record we will insert page F—4 of 
the justifications. 

(The page referred to follows :) 


Disaster allocations by States 


5 


8 
SESSESSSESSESESES 


Pennsylvania 
Puerto Rico 


60, 
000, 
260, 
200, 
000, 

30, 

, 000, 
126, 
300, 
300, 
500, 
000, 
300, 
300, 
200, 


g| S8uBSR5808 
&| 888888828 


Mr. Tuomas. Where has been your most severe disaster? Was that 
is Missouri? Or in Puerto Rico? 

You had one in the amount of $3.5 million. What year was that? 

Mr. Herre Fincer. 1958, sir. 

Mr. Tuomas. That is 1957, is it not? 

For the first 6 months of fiscal 1958 can you break out that $9,588,000? 

Mr. Herrecrincer. It is broken out on page F-4, is it not ? 

Mr. Tuomas. Yes; I believe it is, 

The first part of the table is for fiscal 1957, is it not ? 

Mr. Herrevrineer. Yes, sir. 

Mr. Tuomas. The last half is for the first 6 months of 1958 ? 

Mr. Herrecrincer. Yes, sir. 


EXCERPT FROM WALL STREET JOURNAL 


Mr. Tuomas. Here is an article which appeared in the Wall Street 
Journal which I would like to discuss with you. It appeared on 
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eheueey 13 of this year, and to me it is one of the best. ones I have 
read. 

Have you read this one? 

Mr. Horen. Which date? 

Mr. Tuomas. February 13, to be exact. 

Mr. Horeu. Yes, sir. 

Mr. Tuomas. It says: 


Crvit DEFENSE PLANNERS PusH AHEAD FuRIOUSLY—IN DiIverRGENT DIRECTIONS. 
TuHey Dirrer Over EvAcuaTION or CITIES, SHELTER DertH, How To REBUILD 
INDUSTRY 

PROBLEM OF PUBLIC APATHY 


In Washington, one Federal agency wants to sell many millions of dollars of 
hoarded machine tools. Across town, the planners in another agency are con- 
vinced the Government should hang onto these tools, buy additional equipment, 
and store it all deep underground. 

In New York City, the director of civil defense states the city will evacuate 
its 8 million residents to neighboring cities and towns in the event of a Russian 
hydrogen bomb attack. In Congress, a House subcommittee declares mass evac- 
uation of urban populations is unworkable. 


I wonder who disagrees ? 
Resuming the quotation: 


These are samples of a new and wild confusion surrounding one major defense 
problem. 

The problem: Suppose America, despite all its efforts to arm for deterrence, 
really does suffer a Soviet attack. How can this Nation survive? What prepa- 
rations should be made now? 

Old answers are being abandoned. Fresh ones are furiously debated. 

Until very recently, mobilization officials approached the problem in the light 
of World War II experience. United States factories seemed relatively safe 
from direct attack: the pace of war seemed relatively so. So planning was 
founded on the relatively simple idea of being prepared to mobilize industry to 
produce the munitions to carry the attack back to the enemy. 

This meant “phantom” orders to thousands of civilian factories, telling them 
in advance what munitions they would produce after mobilization. It meant 
Pentagon purchases of about $1 billion of machine tools, now held in idleness, 
but theoretically available for war production. 


“No time to mobilize,” is the next paragraph: 


Every one of these vast Federal programs is now beginning to crumble away, 
or is being given searching reexamination. Reason: The pace of any future 
full-scale war, employing hydrogen warheads deliverable by missile or bomber, 
will leave no time for mobilizing industry. The battles must be fought with 
“forces in being.” 


or with what we have. 


Already the armed services have begun unloading their machine tools on the 
market—about 15,000 of them in the latest batch. And complete production-line 
“packages” formerly in mothballs have been raided for particular machines 
usable for current production; millions of dollars of tools have been taken, for 
instance, to make the J-57 jet engine. Some 90,000 tools are atill idle. 

Government-owned factories, too, are getting close scrutiny, and the Air Force 
men predict some will be on the auction block. 


Under the new survival blueprint ODM officials are convinced the 
Government should not hang onto the tools being mobilized—being 
disposed of by the military, but buy other.equipment such as earth- 
moving machines and stash it all in underground caves around the 
country. 

The tools would not be used for arms making, but for rebuilding the 
civilian economy following a nuclear attack. 
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“In a full-scale war,” explain defense planners, “victory probably will go to 
the side best able to pick up the pieces after the radioactive dust has cleared.” 

We will put this article in the record at this point, and see if the 
gentlemen want to comment on it. 

(The article referred to may be found on page 320.) bo alfrhyi. 

Mr. Horeu. Mr. Chairman, I would like to comment on it, sir, if 
it is permissible. 

Mr. Tuomas. That is what we want you to do. 

Mr. Horen. In this article they made reference to the fact that 
there is no overall national civil defense planning. I want to assure 
you that there is. | 

First, to back that up you cannot have total civil defense with- 
out a national plan, with national direction, but with participation by 
local, State, and Federal Governments; therefore, it is important that 
we have this overall national direction, but we have to have participa- 
tion by all governments at. all levels. 

That is the reason I discussed earlier the fact that we were com- 
pleting and perfecting a national civil defense plan to give that over- 
all direction, and to assign the various missions to the respective 
governments. 

Second, mention was made that there was confusion in respect to 
evacuation and shelter. There is not any confusion in the minds of 
those who are'planning. Our responsibility is to provide plans for all 
contingencies. 

We have to meet all contingencies. Certainly, if intelligence is 
working properly, we should have some notice of an impending attack. 
Certainly our intelligence ought to be strong enough and effective 
enough that they would have informed us that there was a buildup, 
and it is likely that an attack would come within 24 hours. 

Certainly the military should work toward that end to perfect that 
type of intelligence. tt they were successful, that would mean we 
might get 24 hours’ notice. it we had 24 hours’ notice, I would say 
that we in civil defense would be criminally negligent if we had not 
made prior plans to take advantage of that notice, and move people 
from the heart of the target area. 

Now I know that we have the policy that if time’is available we 
should be prepared to execute evacuation. It is most unlikely that we 
will have the time available, and therefore it is just as important that 
we have a shelter program in order to protect people in case of a 
nuclear attack, but it is more likely that we would fend only zero to 30 
minutes’ notice. 

We might have more than that, and for that reason it is just as 
important that we plan to take advantage of the situation, knowing 
that we may have only zero to 30 minutes, and that would mean to take 
the best cover available. 

In our national plan we set forth that there are two warning signals. 
First, people must take instructions from their local government that 
an attack is impending, and immediately thereafter they should re- 
spond to their local emergency planning. 

The second is that if there 1s an attack and——— 

Mr. Txomas. Mr. Hoegh, that means stay in their own houses and 
stay put? 
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Mr. Horex. That’s right; to take advantage of the best cover avail- 
able, or to go to the basement, or go to the interior of a building. 

Mr. Tuomas. In other words, stay where you are, be it out in the 
middle of a road ? 

Mr. Horan. Take advantage of the best cover available. 

Mr. Yates. What do you mean by “best cover available”? 

The best cover available may be one thing under one set of cireum- 
stances and another thing under another set of circumstances. 

What is the best cover available in terms of an atomic-bomb attack? 

Mr. Tromas. Anything over your head. 

Mr. Horexn. For rhpnollf, I would get down and get away at least 
from the direct dron. 

Mr. Yates. Is the best type of shelter concrete or brick? What is 
the natnre of the type of material which will best protect you? 

Mr. Horex. The best material, of course, would be 2 feet.of con- 
crete. or 3 feet of dirt. 

T am talking now with reference to fallout, or to take advantage of 
6 inches of steel or 3 inches of lead, or the equivalent thereof. 

Since this Canitol Building has enough concrete above it—except 
that the radiation would come in through the windows—for that 
reason vor would be much better off out in the hallways, but likewise 
you would be better off if you were down in the basement. 

Mr. Yates. We would he better off if we were in the Washington 
Monument, which I see out the window. 

Mr. Horen. What I want to point out is because you may not have 
the time available does not mean that you should not perfect plans 
for movement based on that. 

Mr. Yates. In Washington today we are enjoying zero weather. 
ase you had an attack on Washington today, what should people 

of 

Mr. Horcn. If the attack were imminent and you felt it were going 
to hit Washington, the best thing to do would be to take the best cover 
available. 

Mr. Yartrs. The Civil Defense Administration has given up the 
evacuation idea? 

Mr. Heocu. No, sir. 
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EVACUATION POLICY 


Mr. Yates. Suppose that intelligence furnished vou with inferma- 
j tion that there was a build-up and there was a likelihood of an attack 
‘| tomorrow. Should the people of Washington evacuate the town? 
Mr. Horen. In that instance we would leave it to the local. rovern- 
i ment in every community of the Nation. We in the Federal Gov- 
ernment would not make the command. We donot have that responst- 
bility. 

Mr. Yares. You would alert each of the communities that there is a 
buildup ? 

Mr. Horen. Yes, sir. 

Mr. Yates. Buildup by a potential enemy ? 

Mr. Horen. If we knew there was an attack imminent, we would so 
notify through our communications network. 

Mr. Varrs. Do vou tell them to take a certain plan, nlan A or B? 

Mr. Horex. Not in that instance; no, sir. In that instance, it is 
flexible in each community throughout the Nation. There is no need 
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of leaving a community of 25,000 or 50,000 people. If it is an urban 
area, like Pittsburgh or Washington, D. C., and they have 24 hours’ 
notice, I would say that most local governments would direct that the 
women, children, and older people move out of the community to 
friends or to other communities that are not the same size. They have 

lans perfected to that extent and of course they would execute them 
if they felt there was merit in the idea at the time. 

Mr. Yates. When you say “move out with friends”—let us take 
Chicago which is my hometown and is a community of 414 million 
eee where do they move out to? 

r. Horeu. I would hope that you would have relatives outside, but 
not necessarily that. Let us take New York City for instance. We 
have perfected agreements, arrangements, with communities lying 
outside of New York City whereby they would take so many people 
if they have time available to get there. If they only have 3 hours, 
they would not move. 

Mr. Tuomas. What if they had 3 weeks’ warning ? 

Mr. Hoecu. If we knew they were going to hit 3 weeks from now, 
I question very much whether people would move, You have to 
have something with a little more impact. 

Mr. Tuomas. You would have to show them ? 

Mr. Horcu. But we say this, that they should have plans to move 
their people should they have the time available and if they do not 
have the time available they should be able to seek the best cover 
available. 

PHYSICAL INVENTORY OF STOCKPILE 


Mr. Yates. You covered the points pretty well, Mr. Chairman, as 
you usually do, but I have one more point to make and that relates 
to the questions that I asked before. 


On page’ 625 of the hearings last year I find the following interro- 
gation pursued by me with Mr. Peterson, the then Administrator: 


Mr. Yates. Does the FCDA take a physical inventory of your suppliés; 

Mr. Pererson. Yes, sir; all of this is on IBM cards. We run constant in- 
spection on it. It is carefully guarded, secured, accounted for. 

Mr, Yates. You conduct a physical inventory of your supplies? 


Mr. Pererson, I think we have done it once so far, We finally caught up 
with the whole thing. 


Mr. Yates, When did you do it? 

Mr. Peterson. Within the last year. 

Mr. Yates. In each of your warehouses? 

Mr. Peterson. All the warehouses, everything. 

Dr. Wuitney. We have quarterly stock status reports. 

Mr. Yates. Did you find any losses? :' 


Mr. Pererson. We had one loss of $1,500 in a naval warehouse and that is in 
process of investigation now. 

We find today that you may have losses of several millions of dol- 
lars. Is that something different ? 

Mr. Horen. Yes; that is a loss of actual, tangible property. This 
is not a loss of tangible property but the effectiveness of it. 

Mr. Yares. I was not asking him about that. I was asking him 
about the status of supplies in his inventory, because this committee 
has had experience with the inventories of the GSA previously and 
it was at the suggestion of this committee that GSA conducted a 
physical inventory and found a lot of deterioration. 





PEON SL LR NR a LS RTE ME SOE wT A or 
. wie < meta 





| oR Aided he RTO BA SAT tee Sia 


don ere DD ace 


9 
+] 
1; 
: 
4 
: 


494 


My question was addressed to the deterioration aspects and not to 
the theft. 

Mr. Herreurincer. Not theft, but the lack of inventory able to 
show up in the Department. 

Mr. Yares. That is, just physical theft. The question I was ask- 
ing about was sawed by Dr. Whitney as follows: “We have quar- 
terly stock status reports.’ 

I assume that applies to the condition of the inventory ; does it not? 
Condition in terms of its potency rather than to its being all there? 

Mr. Herrevrrncer. That is included in the stock status reports and 
deliveries that we have received from the contractors. That is in- 
cluded in the stock status reports and the balance in warehouses is in- 
cluded in the stock status reports. 

Mr. Yates. Do you have an inspection system on deliveries? 

Mr. Herre.rincer. Most definitely on deliveries and on stocks in 
the warehouses. 

Mr. Yates. Do you test the material that you have bought to see 
that it has the potency for which you contracted ¢ 

Mr. Herrecrincer. Yes, sir. 

Mr. Yates. Who does the testing for you ? 

Mr. Herretricer. The National Institutes of Health, 

Mr. Yates, You take a test. of each of the items? 

Mr. Herreirincer. Of each lot. 

Mr. Yates. In other words, you make a test check ¢ 

Mr. Herretrincer. Yes, antibiotics check. 

We take a random sample of each lot and at the time make a 
determination of potency. We make a sample test to determine its 
potency. 

INVESTMENT IN MEDICAL INVENTORY 


Mr. Tuomas. What is the investment in medical inventory at the 
present time ? 

Mr. Herrecrincer. In medical inventories ? 

Mr. Yates. Do you have a figure for the total inventory? 

Mr. Herre.rincer. The figure for the total inventory is $215 mil- 
lion, of which $184 million has been ‘delivered to us. The remainder 
is still in the pipeline. The bulk of it is in medical supplies and 
there are some items of engineering equipment. I will get the exact 
figures of engineering and medical equipment. 

I am sorry. I do not have it now. May I provide it for the rec- 
ord? My breakdown does not provide that. 

Mr. Tuomas. We asked you something about that point a while 
ago and you said you would supply it. 

(The material referred to follows :) 
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|\Estimated inventory of FODA stockpile at the end of fiscal year 1958 


Appropriated, fiscal year 1951 through 1958___.-___-.--_--__-_--. $222, 850, 
Leas:. Funds returned to Treasury... 1... ghee 4,175, 878 
Total fund“ ti De lee Ga a reese ee aan. 218, 674, 122 
Breakdown of funds available : 
NE BE ii cscs peck ena iment iets hansen 198, 852, 255 
CIO ORS LECT ao siti ragerd intima athlete <i nena eo ns 8, 825, 420 
TERRE CIN, Ooh seensecces paps ereicinemeincraapetMamotetcerpnanin 7, 452, 607 
Siibthed!. Linu Ol basil ope oi esti lie gdb 214, 830, 282 
Maintenance and replacement costs: 
WarechoRse COB PCOR ae crreenne+dedentundinsie= $3, 103, 388 
Maintenance of inventory_.________-__._______._ 151, 726 
Relocation of inventory... 2.22 ee Et 264, 415 
Rotation, testing and storing__.__________-__u.2- 95, 702 
Cost of tests to rework blood—material only___..-~- 143, 996 
Tervemteuy TOR a wai sw ee 84, 613 
a 3, 843, 840 
TOtehl oS Ui CRU eee er ek coe ot ae 218, 674, 122 


LOSS ON STOCKPILE OPERATIONS 


Mr. YArss. Inasmuch as my question last year was misunderstood, 
I wonder whether or not it can be answered now in terms of actual 
losses to the Government from,our inventories ? 

Last year it was indicated that there was a loss of $1,500 attributable 
to theft. 

Mr. Herreirincer. I would like to answer your question and say 
that as of today we have purvetes $250,000 of material. 

Mr. Yates. This is medicine 

Mr. Herretrincer. Antibiotics. In addition to that, there is an 
amount of $1,450,000 that. we have been informed has lost its potency 
and is in the process of being surveyed. 

In fiseal year 1959, there is an estimated $5 million whose potency 
terminates. In other words, the first date. 

Mr. — Not the potency of the dollars, but you mean the medical 
supplies 

' Mr. Herrerrineer. Yes, sir; antibiotics again. 

Of the $5 million worth of material in 1959, that the first date term- 
inates on, from our past experience it is estimated that a little better 
than $3.5 million worth of that material will have its life expectancy 
extended. It could be that all $5 million worth of it will have its life 
expectancy extended for 12, 18, or 24 months. However, if none 
of the material isextended, we will have to survey an additional $5 
million in fiscal year 1959. 

In addition to that, there are $35 million worth of blood in our 
warehouses today that has expired. 

Mr. Yares. $35 million out of a total of how much? 

Mr. Herretrincer. The entire stockpile of blood has expired. 

Mr. Yates. You mean none of it is potent any more ? 

Mr. Herre .rineer. It is potent, but it is recommended that it not be 
used. When dried blood exceed 5 years in storage, the hepatitis fre- 
quency increases beyond that point which is considered safe. 


22311—58—pt. 282 
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Mr. Horeu. That is the reason we have asked for this $12,400,000 


‘in our budget to rework this blood plasma in order to make it effee- 
tive and usable. 


Mr. Yates. Can you do that? 
Mr. Horeu. Yes, sir. 
Mr. Herre.rrncer. That is the extent of my answer to your ques- 


tion. 


Mr. Yares. What portion of the antibiotics were purchased in the 
last 3 years? 

That is, of the antibiotics which were subject to question, what por- 
tion were purchased in the last 3 years? 

Mr. Herretrincer. In the last 3 years none of them, sir. 

Mr. Yates. None of them? 

Mr. Herrecrincer. No. 

Mr. Yares. All the antibiotics which are deteriorated were pur- 


chased over 2 years ago? 


Mr. Herretrincer. Yes, sir; in the last 3 years we have had rota- 


tion contracts included in the procurement contracts at a cost of about 


5 percent of the gross total. 
Mr. Yates. There has been no deterioration or theft of the engineer- 
ing items? 

r. Herrecrtncer. No, sir; there has been a deterioration, but for 
such items as batteries we ask for money to replace them. A break- 
down of the capital equipment, expendable items, yes. 

We have to replace batteries and some electrical lines which go to 
the engines, lines on the pumps, but as to the equipment itself, no. 

Mr. Horen. Should we not qualify that to this extent: There has 
not been a check on our inventory of the property this year, but we 
are starting it with 1958. 


FREQUENCY OF PHYSICAL INVENTORY 


Mr. Yates. How frequently do you have a physical inventory ? 

Mr. Horex. About 18 months since the last inventory. 

Mr. Yates. Your whole physical inventory is examined once every 
18 months? 

Mr. Herretrincer. No. Our last: physical inventory was about 16 
months ago. At the present time we are 15 percent through with our 
«current inventory this year. The process takes about a year. 

Mr. Evrns. I would very much hate to have something happen and 
find out that we have:a deteriorated supply on hand, as Tam sure you 
would, too. 

I wonder whether or not your tests could be speeded up ? 

Mr. Herretrincer. Tests are conducted at the time the potency 
#@xpires. 

r. THomas. A rotation program is highly effective—and let us see 
if we can do something about it. 

Mr: Herre.rincer. When you spoke of inventory you mean phys- 
ically counting and going over what is there? 

Mi We checked against what is supposed to he there. 
Mr. Yares., What testing do you do? What inventorying do you 
Ao of potency ! 
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Mr. Herrecrincer. That occurs 3 months prior to the lapse date. 
If the lapse date is 3 months from now, we will pull out that sample 
and put it in now. 

Mr. Yates. How do you know that inventory does not have a lapse 
date and yet is still in good condition? 

For instance, in the case of bandages, how do you know that the 
packages are not broken and are no longer sterile? 

Mr. Herreirrncer. They are hermetically sealed and they are 
placed in the warehouse. We know that the shelf life on this is 20 
to 25 years. If the seal is not broken open we assume that it is 
hermetically sealed. This is done at the time the physical inventory 
is taken. The inventory, as you refer to potency, that is done about 3 
months prior to the potency expiration. 


FEDERAL CONTRIBUTIONS 


Mr. Evrns. For the record, in view of the fact that you are not 
asking for any funds for public contributions, are we to assume that 
your needs are supplied and that our local governmental units are 
saturated with equipment ? 

Mr. Herre rincer. No, they still need it, but they have been making 
the requests at a reduced rate so that the money that is now going to 
be available will be adequate for this next fiscal year. 

Mr. Evins. Based on the rate computed ? 

Mr. Herrevrincer. Yes, sit. 

Mr. Evins. We are all impressed with the importance of the vital 
work you are doing, but in listening to your justifications I was im- 
pressed earlier with the supervision, direction, and continuity of 
governments and radiological defense programs. As you go into the 
details of your budget, you seem to have so much research, so many 
studies, so many varied activities, that you could almost get lost in the 
woods. Perhaps it is a case of too many irons in the fire rather than 
having time to concentrate on your vital and important programs. 

Mr. Horeu. Sir, with reference to that, take our research; it is 
primarily dedicated to radiological defense: On our other programs, 
for instance in the stockpiling, there is nothing new there other than 
getting our stockpiles in good order. 

Mr. Evins. I take it, then, that you do not feel there are too many 
facets of your programs that prevent you from concentrating on 
major objectives? 

Mr. Hoecu. Thatis correct:- In other-words, our program has those 
three definite objectives, and whatever else is in this budget goes to 
support those objectives. 

Mr. Evins. Thank you, Mr. Chairman. 


STATE AND LOCAL GOVERNMENT RESPONSIBILITY IN CIVIL DEFENSE 


Mr. Vurseit. Governor, I am very much impressed with your pres- 
‘entation and the assistance that you have had from your very capable 
‘associates. I think you have outlined the best program that I have 
seen brought to this committee in the short time, at least, that I have 
served here. It seems to be practical, taking first things first. It is 
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rather all inclusive, which means that it must be an extended program. 
I want to congratulate you folks on this rotation of certain antibiotics, 
the program that you have worked out, which will probably prevent 
the serious loss of millions of dollars in this item. 

I also want to congratulate you on your desire to decentralize this 
program to the extent that only the Federal Government is trying 
to lay down the policies that it feels will be helpful to the people in 
es tates, su’ livisions, cities, and communities, that it will be helpful 
to them. 

I think that we know, all of us, that.in case of a terrible disaster— 
which we hope will never come—such as the bombing of this country, 
that probaly a great many lives and a great amount of property can 
be salvaged and saved in the area where a bomb might be dropped if 
the people know to some extent and have plans to some extent under 
the leadership of their local authorities and plans that you have 
handed down to them with suggestions which would make it pos- 
sible probably to save a great, many lives and a great deal of property. 

I do think that the program is tremendously conclusive and yet at 
the same time I think generally the leadership and the direction that 
you are giving to the program is sound and quite worth while. 

Mr. Tuomas. Thank you, Governor and gentlemen. We thank 
you very much. This has been a nice presentation and we want to 
commend you for it. The committee, will. cooperate with you. You 
have a hard job and we think you are going to do it. 

Mr. Horan. If you give us this money we will get it done for you. 
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Saarres anD Expenses, Crvm Derense Functions or Freperat 
AGENCIES 


WITNESSES 
DEPARTMENT OF COMMERCE 


BRIG. GEN. ERNEST V. HOLMES (RETIRED), EMERGENCY PLANNING 
COORDINATOR 


THEODORE P. GLEITER, CHIEF, BUDGET AND MANAGEMENT DIVI- 
SION, WEATHER BUREAU 

LOYAL C. FISHER, BUDGET OFFICER, MARITIME ADMINISTRATION 

WALTER A. ENNIS, JR., PLANNING OFFICER, PROGRAM PLANNING 
OFFICE, MARITIME ADMINISTRATION 

JAMES C. ALLEN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION, BUREAU OF PUBLIC ROADS 

JOHN T. MOORE, CHIEF, ACCOUNTING SYSTEMS DIVISION 


POST OFFICE DEPARTMENT 


DAVID H. STEPHENS, CHIEF POSTAL INSPECTOR 
PAUL R. ANDREWS, ASSISTANT TO CHIEF POSTAL INSPECTOR 


HOUSING AND HOME FINANCE AGENCY 


WILLIAM I. HERMAN, PROGRAM ANALYST, DIVISION OF PLANS 
AND PROGRAMS 


DEPARTMENT OF DEFENSE 


RAYMOND F. STELLAR, ACTING ASSISTANT CHIEF OF CIVIL WORKS 
FOR CIVIL DEFENSE,.CORPS OF ENGINEERS 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


RUFUS E. MILES, JR., DIRECTOR OF ADMINISTRATION 

JOHN L. HARVEY, DEPUTY COMMISSIONER, FOOD AND DRUG ADMIN- 
ISTRATION 

PAUL MacMINN, SPECIALIST FOR GUIDANCE AND STUDENT PER- 
SONNEL, OFFICE OF EDUCATION 

DR. ROY E. BUTLER, ASSISTANT CHIEF, OFFICE OF HEALTH EMER- 
GENCY PLANNING, PUBLIC HEALTH SERVICE 

JAMES F. KELLY, DIRECTOR OF FINANCIAL MANAGEMENT, OFFICE 
OF THE SECRETARY 

CHARLES I. SCHOTTLAND, COMMISSIONER, SOCIAL SECURITY 
ADMINISTRATION 


DEPARTMENT OF AGRICULTURE 
THEODORE S. GOLD, ASSISTANT TO THE UNDER SECRETARY 


DEPARTMENT OF COMMERCE 


Mr. Tuomas. The first person we have on this list is Mr. Holmes, 
of the Department of Commerce. 

Mr. Hotmes. Mr. Chairman, I am Emergency Planning Coordinator 
for the Department of Commerce. 

ae Tuomas. And, we have Mr. Allen of the Bureau of Public 
Roa 
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Mr. Auten. Yes, sir. 

Mr. Tuomas. And Mr. Gleiter of the Weather Bureau ? 

Mr. Guerrer. Yes, sir. 

Mr. Tuomas. And I note we also have Mr. Fisher of the Maritime 
Commission, and Mr. Ennis of the Maritime Commission, as well as 
Mr. Moore, Office of the Secretary. 

Gentlemen, it is nice to see all of you. 

rae anyone of you have a statement for the committee at this 
time 

It is my understanding you are here to justify some funds for 
the Department of Commerce for civil defense ; is that correct ? 

Mr. on Yes, sir; that is right, sir, 

Mr. Tuomas. Who has a statement and an estimate for us? 

Do you want to speak for the entire Department, or do you want 
each one of them to speak for themselves ? 

Mr. Moore. Mr. Chairman, we would like for each Bureau to speak 
for itself. 

Mr. Tuomas. Is this Mr. Moore? 

Mr. Moore Yes, sir. 

Mr. Tuomas. Mr. Moore, you are with the Office of the Secretary ¢ 

Mr. Moorg. Yes, sir; there is in our written estimates identified with 
the civil defense activities $15,000 for General Holmes’ activity. He 
is the Emergency Planning Coordinator in the Office of the Sec- 
retary. 

There is also $30,000 for the Maritime Administration and there 
is $140,000 for the Bureau of Public Roads, as well as $300,000 
for the Weather Bureau. 

Those four items constitute the total of $485,000. 

Mr. Tuomas. That is the total for the Commerce Department ? 

Mr. Moore. Yes, sir; and which were submitted in the regular esti- 
mates for the regular appropriation. 


If you would like to take them in that order, sir, we can cover the 


presentation in that manner. 
Mr. Tuomas. All right; we shall take them in that order. 


STATEMENT OF GENERAL HOLMES, COORDINATOR, OFFICE OF EMERGENCY 
PLANNING 


Mr. Hotmes. I am General Holmes from the Office of Emergency 
Planning, and I am the Coordinator. 

Mr. Tuomas. Yes, sir. 

Mr. Homes. I have been in that position for about 214 years. 

Up until last July when the delegate funds were canceled, I had a 
staff of three officers, a secretary, and a typist, plus myself. When 
the delegate funds were canceled, I was cut down to the secretary. 

I have the full responsibility for the coordination of the entire 
emergency planning of the Department, and this $15,000 was to give 
me 1 additional GS-14 and a typist to carry out this program. 

Mr. Tuomas. Who has been absorbing the cost of this unit? 

Did the Secretary’s office absorb that cost ? 

Mr. Hotmes. Yes, sir; he is absorbing the cost of my particular 
salary and that of my secretary. It was carried under the delegation 
program of FCDA prior to this time. 
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Mr. Tuomas. What are you doing over there in this regard ? 
Mr. Hotmes. We are developing and have comeees many of the 
hases of civil defense particularly including the Weather Bureau, 
ublic Roads, Maritime Administration, and all of our civil defense: 
planning under the delegations which have been given by FCDA and 
there are a great number of them. 
Mr. Tuomas. You have them in pretty good shape; do you not ? 
Mr. Hormes. It is a continuing program, sir. It is never in good 
shape. 
r. Tomas. What do you mean “continuing” ¢ 
Mr. Hotmes. There is never any end to it. 
Mr. Tuomas. Oh, yes; let us put an end to it. 
Mr. Hoimes. I would that we could. 
Mr. TxHomas. When you get your plans in shape, then just call it 
uits. 
7 Now, you have it in pretty good shape, have you not? 
Mr. Hortmes. No, sir. 
Mr. THomas. What are you going to do with these items? 


WEATHER BUREAU 


Mr. Houmes. The most important thing we have right now, of 
course, I think, in this particular operation, is the Weather Bureau, 
and our fallout prediction program which is of the utmost importance 
if we are going to develop any kind of planning whatsoever. 

Mr. Tuomas. How much do you have for the Weather Bureau? 

Mr. Hoimes. $300,000. 

Mr. Tuomas. They have been doing this job for the last 214 years, 
have they not ? 

Mr. Houmes. Yes, sir; under delegate funds of the FCDA. 

Mr. Tuomas. You mean they have been giving them that fund? 

Mr. Hotes. Yes, sir. 

Mr.THomas. Where did you get the funds, General ? 

Mr. Hotmes. You gave them to us. 

Mr. Tuomas. Not for that pu . 

Mr. Hormes. I think in fiscal year 1957 you gave us in the neigh- 
borhood of $4 million for delegate agencies, and part of that was for 
the Weather Bureau, and for the Commerce Department. 

Mr. Tuomas. That was 1957. What about 1958? 

Mr. Horan. In 1958 we have provided some funds for that. purpose. 

However, in 1959 we want to substantially accelerate that function 
of the Commerce Department, because in our planning the local gov- 
ernments need to get this information from the Weather Bureau, and 
rather than have the local people do it, we felt that the Commerce 
Department through its Weather Bureau should make this small fall- 
out prediction and give it to the communities throughout the Nation. 
That would necessitate the additional funds. 

Mr. Tuomas. Cannot the Weather Bureau absorb this cost? They 
are doing that same work anyway, are they not? 

Mr. Hotmes. Not in that great detail, sir. 

Mr. Tuomas. How many people are involved in this operation by 
the Weather Bureau ¢ 

Mr. Horeu. We have Mr. Gleiter from the Weather Bureau. 

Mr. TuHomas. What about it, Mr. Gleiter ? 
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LOCATION OF WEATHER BUREAU STAFF 


Mr. Guzrrer. At the present time there are 43 employees involved 
in this program. 

Mr.’Txomas. Where are they located ? 

Mr. Guerrer. I have an itemized list here if you would care to have 
that in the record. 

Mr. Tuomas. Just read off the names of a few of them, and where 
they are located. 

Mr. Gurirer. We have six located at the headquarters of the FCDA 
in Battle Creek, Mich. This provides,1.person around the clock, 7 
days a week, 24 hours a day. ; It takes this number of people to main- 
tain 1 person on duty full time, 24 hours a day. 

We have 1 person each in the 7 FCDA regional offices. Those offices 
= _— in Denton, Tex.; Denver; Harvard; Olney, Md.; and. so 

orth. 

We have the support of 12 and of our observers who provide the 
upper air fallout information, in, the form of a coded message. 

Mr. Tuomas. Those are the boys who do the work. You have 12 
fellows engaged in getting the information ¢ 

Mr. Guerrer. Twelve of them in preparing the basic coded messages ; 
that-is right. 

Mr. Tuomas. And then you have 35 scattered all over the country ? 

Mr. Guerrer: Well, in order to improve on this program, we have 
to do some research and we have a staff in Washington working on 
that program. That makes up the balance. 

Mr. THomas, What does the staff in Washington.do? 

Mr. Guerrer. They are engaged in studying basic weather records, 
preparing improved methods of obtaining these upper wind fallout 
messages, and many studies for national alert exercises: 

Mr. Thomas. You have a.crew of people which sends.these' balloons 
up in order to obtain this information ? 

Mr. Guerrer. These balloons are sent up at 68 locations twice a day, 
and of that 68, 22 send them up 4 times a day. 

Mr. Tuomas. Well, they get that regular weather information every 
time they send the balloons up, do they not? 

Mr. Guerrer. That is right, sir. 

7: Tuomas. And 'they have been doing that: all along, have they 
not 

Mr. Gurtrer. For a number of years. 

Mr. Tuomas. And the same information that serves you serves for 
the regular information which is put out daily? 

Mr. Grerrer. Yes, sir. 

Mr. Tuomas. Therefore, where is the additional expense to the 
Weather Bureau ? 

Mr. Guerrer. There is an additional job involved here in searching 
out the information that is needed for the FCDA fallout forecasting 
program. 

In evaluating the record, as the balloon ascends the observer for 
Weather Bureau purposes only would not search for these significant 
level of winds of 10,000 or 20,000 feet level. But they also do that 
additional workload in order to pull out the information to put in these 


coded messages for FCDA. 
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In other words, itis an additional piece of information which is 
tten from the basic soundings. We do not send up any additional 
alloons for this program. : 
Mr. Tomas. p do not quite understand what the Maritime Admin- 
istration was interested in. Let us hear about that. 


MARITIME ADMINISTRATION 


Mr. Fisuer. Mr. Chairman, we reimburse the Navy for additional 
staff that they have added to their schools in which they teach the 
officers aboard ships, both at sea and in port, through combat nuclear 
explosions, including fallout and chemical reaction and so on. 

here is also fire and damage control and decontamination. 

We contemplate in 1959 that we will have 1 school going on at each 
of the 3 coasts. We will reimburse the Navy for $10,000 for each of 
those schools. This represents the cost of one instructor, plus other 
miscellaneous administrative objects of expense. 

Mr. Tuomas. The Maritime Administration school on the Pacific 
coast has been closed ; has it not? 

Mr. Fisner. No, sir. 

Mr. Tuomas. Which ones are open ? 

Mr. Fisner. New York and San Francisco. 

Mr. Tuomas. They are both open now? 

Mr. Fisuer. If you are thinking, sir, of the regular training school, 
you are correct. We have closed our school at Alameda, Calif., and 
we are teaching upgraded specialist training. 

Mr. Tuomas. The one in Florida is el ;isit not? 

Mr. FisHer. Yes, sir. 

Mr. Tomas. So, the Maritime Administration has no school ex- 
cept Kings Point; is that right ? 

Mr. Fisuer. That is right, sir. 

Mr. Tuomas, I am just wondering if the Maritime Administration 
has authority to make these reimbursements even though the schools 
are closed. You may have the authority, but: I do not know about it. 

Mr. Moors. Mr. Congressman, the schools that we are talking about 
reimbursing are Navy schools, sir, and not run by the Maritime 
Administration. 

The Maritime Administration reimburses the Navy. 

Mr. FisHer. Our attorneys have concluded that we do have such 
authority, Mr. Congressman. 

Mr. Txomas. That covers the items for the Department of Com- 
merce ; does it not ? 

Mr. Moore. You have not covered public roads. 


BUREAU OF PUBLIC ROADS 


Mr. Tuomas. That is right. We now have the Bureau of Public 
Roads. 

Who is going to make that presentation ? 

Mr. Moore. Mr. Allen is here, and he will do that. 

Mr. THomas. How much money is involved in this connection ¢ 

Mr. Auten. $140,000, sir. 

Mr. Tuomas. Mr. Allen, will you proceed to justify this amount? 
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Mr. Auten. Mr. Chairman, this amount would be for the utiliza- 
tion principally for a full-time engineer in each of our 10 regional of- 
fices to work there with the States and municipalities in developing 
plans and for restoration of roads and streets; in getting knowled 
of the location of construction equipment and equipment would 
needed in case of an attack, together with the types of equipment, 
where it is, and the construction personnel to operate it. 

Mr. Tuomas. Can you not absorb this? You have more money 
than anyone in Government outside of the Armed Services, 

Mr. Moore. This, Mr. Congressman, has been absorbed. However, 
it is a civil defense function as such, and was listed here, but there 
was no special appropriation asked for it. 

Mr. THomas. Wel , everyone is happy, then, and we will just keep 
on doing the job. 

Off the record. 

(Discussion off the record.) 

Thank you, gentlemen. 

Now, let us take a look at the next agency. 


Post Orrice DEPARTMENT 


I notice the next agency on the list is the Post Office Department. 

I know we have Mr. Stephens and Mr. Andrews with us. 

Gentlemen, tell us about your portion of this operation, wherein 
the amount of $250,000 is requested. 

Mr. Srerpuens. Mr. Chairman, there is an item of $250,000 which 
has been included in our budget request for the coming fiscal year. 

Mr. Tuomas. What are you going to do with that money, Mr. 


Stephens ? 

Mr. Srepuens. It is intended to be used for the procurement, 
printing, and distribution of 125 million Post Offce emergency change 
of address cards to be distributed and stocked at various post of- 
fices in critical areas, welfare agencies, and so forth. 

Mr. THomas. What is the purpose of this 125 million cards? 

Mr. Srepnens.’ The purpose of the card is to aid in the delivery of 
mail for displaced personnel that would be concentrated, primarily, 
on the perimeter of cities or in other areas. 

Mr. Tuomas. Whose idea is that? If a man is bombed out, he is 
oe et place, and how in the world does he know where he is 
going? 

Filling out a card to you just makes more work for him. How in 
the world does a bombed-out man know where he is going? He is 
going any place he can hang his hat; is he not? 

Mr. Srepuens. Well, of course, that is basic in the problem. 

Mr. Tuomas. It would really burden him to try to do it. If you 
lived up to the obligation, or tried to, it would be inaccurate and it 
would put three times as much work on you. 

Mr. Steruens. We believe that the Department would be confronted 
in the case of an attack with the matter of trying to restore communi- 
cations between scattered millions that would have temporary ad- 
dresses and possibly not an address, as such, as we understand it today. 

Mail from relatives and others would necessarily be addressed to 
them at their former address at which, in case of a disaster, delivery 
would be impossible. 
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Mr. Tuomas. That is right. 
Mr. Sreruens. So, the mail will have to be forwarded to some point 
on which we have received notification that mail could be delivered. 

_ This system has been used in locating individuals in the war zones 
in the past two wars. It is frequently used and, in fact, has been used 
in the past year in disasters such as occurred in Louisiana and where 
service is disrupted and people are relocated. 

We must have some method of forwarding and routing mail. We 
have done much work on thisplan, It has been exercised in the Opera- 
tion Alerts of the last couple of years. 

Mr. Tuomas. Do you think it will work? 

Mr. Sreruens. Yes, sir; I think it would represent a tremendous 
improvement, Mr. Chairman, but it is the belief of those who have 
studied this a long time, and I believe that the restoration of com- 
munications would be highly important to the morale of the country 
as it has been for the military forces. 

Mr. TxHomas. It looks to me as if the most expeditious matter of 
doing it, if a fellow has been unfortunate enough to be bombed out, 
is when he finally settles down and gets to a place and is expecting 
some valuable mail to write back and say “I am here for a few days,” 
and then you could forward this mail to him there. 


LOCATOR FILE FOR MAIL DELIVERY 


Mr. Srepuens. That point is well taken, Mr. Chairman, and that 
is a part of the plan. We do have this locator file which would have 
to be used in the delivery of mail in a concentration area. This card 
would be coupled with the FCDA safety notification card to be sent 
by the displaced person to his relatives and friends and correspondents 
who would probably be writing to him at his old address. e hope 
would be that his mail would promptly be rerouted. 

Mr. Tuomas. Is this a enviclias job here? 

Mr. Sreruens. It is a one-shot job, perhaps, with respect to the 
procurement of the cards, and the storing of them. That part is one 
expense. We do have a small item as a part of that which includes 
40,000 technical manuals now being worked upon. 

Mr. Tomas. When are you going to prepare this? 

Mr. SterHens. We are working on them now. 

Mr. Tuomas. They will be out of date before you get them com- 

leted ? 

s Mr. Sreruens. No, sir; we do not believe so. The cards, we think, 
will be a standard card, and will be distributed and made available 
to these people. 

Mr. Tuomas. In other words, he is not going to send in the card 
utnil he is bombed out; is that right? 

Mr, Streruens. That is right; they will be stored in offices or areas 
where they will be available to displaced persons. 

Mr. Tomas. At the time he has been bomber out, the storage place 
would be bombed out also. 

Mr. SrerHens. The cards will be on the perimeter of target areas, 
principally, in smaller communities and in the logical evacuation 
areas, aS we can see them. 

Mr. Tomas. This is a relatively small amount of money. Cannot 
the Post Office Department absorb it? 
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Mr. Sreruens. We cannot in any way absorb it, Mr: Chairman. 
I would like to mention to you in connection with that that we have 
a rather extensive training program on civil defense. We have given 
it.a lot of time, and we have participated in what I think is a very full 
extent in the Operation Alerts, all expenses of which we have absorbed. 

We have, then, the expenses of personnel who relocate each year 
on these exercises. We Seen liaison established between the postal 
inspections department and local and State and Federal civil defense 
groups, and all of those costs are being absorbed. 

Mr. Tuomas. That is very nice, and we thank you very much for 
coming over and helping us with this item. 

Mr. StrerHens. Thank you, sir. 


Hovustnc AND Home Finance AGENcY 


Mr. THomas. What about the Housing and Home Finance Office? 
I note we have Mr. Herman with us. Mr. Herman, tell us about your 
request in connection with this matter... How much money do you 
want for civil defense, and what are you going to do with it? 

Mr. Herman. We have no statement, Mr. vhairman. We submitted 
. reagan budget covering both our ODM and FCDA responsi- 

ilities. 

Mr. THomas. How much money is involved ? 

Mr. Herman. $200,000. 

Mr. Tuomas. That is a lot of money. What are you going to do 
with it? I note the salaries of the Administrator is $100,000, and 
then you have your Federal Housing Administration funds in the 
amount of $50,000, low-rent public housing funds, and so forth. 

Tell us about it. 

Mr. Herman. Well, we hope to make operative plans which would 
rovide emergency shelter for survivors of a postattack period, both 
y the use of existing facilities and by additional emergency-type 

facilities. 

Mr. Tomas. You people have been working on this for a long time. 
Did you not have some money for this purpose before? You have 
been working on this for 214 or 3 years. 

Mr. Herman. We received some money from FCDA in 1957, but 
nothing in 1958. 

Mr. Tuomas. What did you give them for the money ? 

How much money did they give you? 

Mr. Herman. We had $75,000 in 1957. 

Mr. Tuomas. What did you do for that $75,000? 

Mr. Herman. We identified what we had to do. We know now 
what we are going to do. 

Mr. ea ow many people did it take you to do that identifi- 
cation 

Mr. Herman. My recollection, sir, is that we had a staff in the 
Office of the Administrator of no larger than 5—2 people in each of 
the constituent agencies. 

Mr. Tuomas. That make a total of how many ? 

Mr. Herman. Nine people. 

Mr. Tuomas. You mean for 1957 you had $75,000 and nine people, 
and it took them that long to find out what they were supposed to bot 

Mr. Herman. Yes, sir. 
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Mr. Tuomas. What did they do after they found out about it? 

Mr. Herman. Well, FCDA funds ran out sir. 

Mr. Horan. I would like to add here, Mr. Chairman, that the in- 
formation that they will get as to how: they can support the States 
in the way of emergency shelter would be very helpful. 

Mr. THomas. For $75,000 they ought to be able to find out and 
should have done that a long time ago. 


EMERGENCY SHELTER YARDSTICKS 


Mr. Herman. There is a great deal of research, Mr. Chairman, in- 
volved here in preparing the best types of shelter suitable and deter- 
mining yardsticks for utilizing existing structures and converting 
nonresidential structures to this use. 

Mr. Tuomas. For temporary shelter ? 

Mr. Herman. Yesy,sir. 

Mr. Tuomas. Where is the research?. We have been building more 
temporary buildings in this country than any place in the world. 
For the last 50 years we have been building temporary barracks. 

Where is the research? I do not understand this particular item, 

Mr. Herman. The additional factor isthe fallout problem. 

Mr. Tnromas. We are SPP, SPN ON or $700,000 at the Uni- 
versity of Southern California on that. Why is the Housing and 
Home Finance Agency involved in the fallout business ? 

Mr. Herman. We are not involved in it directly, sir, but that is a 
factor which has been taken into consideration in developing emer- 
gency-type shelter, 

Mr. THomas. How much money do you want for this year? 

Mr. Herman. $200,000. 

Mr. Tuomas. It took $75,000 and 9 people in 1957 to find out. what 
we had to do, and what are we going to do with $200,000? 

Mr. Herman. We hope to make operative this plan which we have 
developed up to this time. That $200,000 is for ODM and FCDA 

nsibilities, 
r. THomas. What is the difference? 
‘Mr, Herman. Well, under qa our responsibilities are quite dif; 
fererit than undér FCDA. ey are longer range, and permanent- 
tape restorations, including the rebuilding of cities. 
r. THomas. Will you folks over there absorb this cost if you want 
to activate? 

Mr. Herman, To the best of my knowledge, we are not. 

Mr. Horcu. They absorb some now but they are not able to absorb 
this additional. As I recall, you do absorb the activities that, we have 
had in Operation Alert and in some of the other activities. 

Mr. Tuomas. Thank you very much, gentlemen. 

Thank you for coming over. 


Cores or ENGINEERS 


Mr. Tuomas. We now have the Corps of Engineers, United States 
Army. Mr. R. F. Stellar, Acting Assistant Chief of Civil Works for 
Civil Defense, Office, Chief of Engineers. Is there anyone with you?! 

Mr, Srectar. No, sir; Iam here alone, Mr. Thomas. 

Mr. THomas. Tell vis about how much you want? 
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Mr. Sretxar. $130,000, sir. 

Mr. THomas. What is the corps going to do with that ? 

Mr. Sretiar. We have an assignment from the Federal Civil De- 
fense Administration, sir, which is a new assignment, a new delega- 
tion in its series to various Federal agencies and this one happens to 
be the first one to us. 

The delegation itself is being assigned to the Corps of Engineers 
to be accomplished as a civil function. 

I have a statement here that summarizes this, if I might read it, 
please. 

Mr, THomas. Yes, please, 

Weare delighted to have you. Goahead. 


GENERAL STATEMENT 


Mr. Stetiar. The purpose of this item, Mr. Thomas and gentlemen 
of the committee, consists of $100,000 under “Operation and mainte- 
nance, general,” and $30,000 under “General expenses.” I am here 
referring to the budget as it was proposed under our civil functions 
budget. This is all for the purpose, gentlemen, of initiating a pro- 

osed national program to develop general operational plans on a 

tate-by-State basis for the most effective utilization of the Nation’s 
engineering and construction resources for emergency repair, restora- 
tion, and establishment of essential facilities for survival purposes in 
case of an enemy attack. Provision for clearance of debris and 
wreckage is also involved. 

Engineering and construction resources include the Nation’s many 
construction contractors, en those engaged in heavy con- 
struction and in major building construction. Essential facilities are 
defined as communications, Senate transportation. facili- 
ties, public facilities—particularly buildings—of States or their politi- 
cal subdivisions and other facilities essential to survival and rehabil- 
tation of the Nation. . 

Necessary supporting data will be collected and this will include a 
census of key information on the Nation’s construction contractors, 
construction equipment, engineering design firms, and construction 
materials. Pertinent maps and drawings will also be assembled on 
key public utilities, transportation Ianes and so forth, to- assist. the 
emergency reconstruction groups. : 

For fiscal 1959, a modest initiation of this planning effort is pro- 

d and consists essentially of what might be called pilot plans 
in selected areas to test our contemplated procedures and to detect 
and resolve problems before undertaking this program on a nation- 
wide scale in fiscal year 1960, as proposed. 


CENSUS OF CONSTRUCTION EQUIPMENT AND CONTRACTORS 


Specifically, the $100,000 item before you gentlemen would be ap- 
plied as follows: 

First, in Massachusetts, a pilot census will be made of construc- 
tion equipment and construction contractors. As soon as satisfactory 
procedures are indicated this census will be extended to other north- 
eastern States. Our target is coverage for Massachusetts, Connecticut,. 
Rhode Island, Vermont, New Hampshire, and Maine. 
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Second, a pilot study will be made in Massachusetts to develop a 
statewide general operational i for the prompt and effective use 
of construction contractors and related engineering resources in cop- 
ing with an enemy-created disaster. A corresponding pilot plan will 
be developed in the Kansas City area located in two States, and which 
has been subject to major flood and tornado damage in recent years. 

Under general guidance, assistance, and encouragement to be fur- 
nished federally through the Corps of Engineers, with FCDA con- 
currence, this planning will be accomplished by the States or their 

olitical subdivisions as far as this can be done. The end results will 
integrated into the State civil defense operational plans. 

As to the general expense item of $30,000 for the Office of the Chief 
of Engineers here in Washington, it will be applied to directing, 
supervising, and inaugurating this assignment; to coordinating the 
many varied actions at the Federal level ;-and to advance planning for 
expanded activities contemplated in fiscal 1960. 

r. Tuomas. That is a very nice statement, Mr. Stellar, for. the 
Corps of Engineers. 

This is A, B, and C with the corps. 

You deal with these engineers, construction firms, and the equip- 
ment every day, too. You have as broad a cove as sinned m 
the country, I imagine, and I suppose even you would admit that the 
Bureau of Yards and Docks and most private organizations: in the 
world do not have as big an organization as yours? 

Mr. Sretuar. Yes, sir. 

Mr. THomas. What I am getting at is, do you not already have this 
information ¢ 

Mr. Sreviar: May I say this'in reply: To a ‘measure we do, sir, and 
I suppose our familiarity in this field is the reason the FCDA has 
chosen us for this particular job. It is a matter of degree. We do 
not have this type of coverage. 

Mr. Tuomas. If you do not have it, I imagine that you can get on 
the telephone and call the Association of General Contractors down- 
town and they will give it to you by States as a patriotic service and 
be glad to do it. They work with you 6 days out of the week anyway; 
do they not? 

Mr: Sretiar. That is correct, but if you will bear with me, let us 
take construction equipment. Jtist where are: the bulldozers, the 
cranes, and all of the many other items of equipment in a given State 
complex for the State itself, sir, to pull itself out of a disaster and to. 
rebuild the utilities and the like—— 

Mr. Tuomas. The location of that will vary tomorrow from where 
they were 6 months from now. 


Mr. Sretiar. The material, granted, will have to be bought up to 
date from time to time. 

Mr. Tuomas. I bet the Association of General Contractors in the 
District has two or three thousands members or more and they have 
a card on each member, his’ home address, his usual field of operation, 
and what equipment he has.. I bet that:théy alréady have that there. 


DEVELOPMENT OF GENERAL OPERATIONAL PLANS 


Mr. Srexar. They have that to a Gagres. We have explored the 
matter and we are now developing our forms, and we have talked to 







































































































































































510 


these AGC people and they welcome our coming into this field. . They 
are aware of the deficiencies that exist in this civil defense area and 
wish to see them corrected. 

Might I go on to say that of course the most fundamental part of 
this particular assignment is in the development of the general op- 
erational plans. While the census data on construction equipment, 
construction contractors, etc., will be a necessary ingredient, there is 
a still greater requirement in the way of how-to utilize this foree at 
the time; namely, in a given State, .Who in that State will repair a 
vital water supply line in a given city, such as Boston? Who will 
care for the electric power lines? Who will care for debris clearance 
and the reconstruction of bridges and hospital buildings and the like? 

That organizational apparatus, sir; is to be ready to funetion in an 
emergency, is the thing that, this assignment is purticularly pointed 
to 


Mr. Tuomas. What good will that information do for civil defense? 
You are not gomg to tell those cities and governments who is going to 
repair the water mains for you, are you ¢ 

Mr. Sretiar. This assignment, sir, is pointed to the development 
of an organizational apparatus so that certain people will have that 
responsibility and they will be:alerted to it, from the State level down 
to the local level. 

Mr. Tuomas. You are going to have a mayor and if he is killed, 
there will be a successor for him. In the local form of government, 
that will still function and as a part of that, they will select their own 
contractors and let their own contracts to suppliers to build the water 
main. You are no going to try to do that up here, are you? 

Mr. Horeu. No, sir; the local community will use the facilities that 
it has at hand. It will use the people and engineering resources that 
are there to help the local community, the State, or the governor and 
his staff, but presently this information and :an organizational mecha- 
nism is not available. The Corps of Engineers can obtain and develop 
it with the least expense and this will be of tremendous help to the 
perfection of operational plans in the States for the support of the 
various communities throughout the State. 

*That is why this information is needed. 

Mr. Tuomas. I wonder if we will not wind up—in case we do have 
some trouble and Lord knows we all hope we wil] not--like the people 
out at the race track in Maryland last Saturday ? 

I believe 2,000 cars were stuck: ; It was just a little snow storm and 
what did wedo? The police called for the Army. 

Thank you. You madea fine statement. 

How many employees are you going to have for that $130,000? How 
long will it take them to do it? Is it a one-shot proposition or is it 
on an annual basis ? 

Mr. Sretuar. We believe, or as best I can estimate at the moment 
in the overall, considering the 48 States, about 3 years would be re- 
quired to round out this study, if adequate funds are appropriated. 

Mr. Tuomas. Halfa million dollars? 

Mr. Sretxar. I would not want to conjecture at the moment, sir, 
as to the sum total of the amount, because we have to see how much 
we can do with this $130,000. 

Mr. Tomas. What type of personnel do you'need ? 
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Mr. Sreiiar. Engineering people with some clerical assistance. 

Mr. Tuomas. Ten, twelve, or fifteen people ? 

Mr. Srevxiar. For this year’s effort, yes, sir. 

Mr. Tuomas. That will be on a 3-year basis? 

Mr. Srexxar. It would be expanded then, sir, to the other 48 States. 

Mr. Tuomas. My guess is that if you made a nice little talk to the 
Association of General Contractors, if they did not do it for nothing, 
they would do it for 2 cents on the dollar of your estimate as a patri- 
otic service. They already have the information down there on record 
and it is just a question of transcribing it. 

Mr. Sreviar. We have already contacted them and they do not have 
this material in this form, sir. 

Mr. Tuomas. They ought to know. 

Thank you again for coming over. 

Mr. Sreciar. You are welcome, sir. 


Heattu, Epucation, AND Wetrare DePaRTMENT 


Mr. Tuomas. Do we have some distinguished gentlemen here from 
the Department of Health, Education, and Welfare? 

I believe we have Mr. Rufus Miles, Director of Administration ; Mr. 
John L. Harvey, Food and Drug Administration ; Mr. Paul MacMinn, 
Office of Education; Dr. Roy E. Butler, Public Health Service; 
Charles I. Schottland, Commissioner, Social Security Administra- 
tion; and James F. Kelly, Director, Office of Financial Management. 

Who wants to talk to us and tell us a little bit about this item? 

Mr. Miles, do you want to do the talking here? 

Mr. Mrzzs. I would like to start out, Mr. Chairman. 

Mr. Tuomas. Fine. Go ahead. 


Mr. Mires. I have a six-page opening statement which, if you like, 
I can simply put in the record. 


Mr. Tuomas. Just put that in the record and summarize it for us. 
(The statement referred to follows :) 


OPENING STATEMENT BY Rurus FP. Mires, Jr., Drrecrork or ADMINISTRATION, 
COMMITTEE ON APPROPRIATIONS, 1959 EstTIMATE For CIviL DEFENSE ACTIVITIES 


Mr. Chairman and members of the committee, civil defense preparedness is 
one of the more important elements in the program of maintaining our national 
security. It serves the Nation in two principal ways: (1) by affording protection 
of our civilian population and essential community services in the face of enemy 
attack, and (2) by providing for a network of support services and assistance 
during the difficult adjustment period following such attack. 

The President stated in his budget message to the Congress that our civilian 
defenses must be strengthened through joint Federal-State action. The opera- 
tions of this Department are, for the most part conducted through such joint 
Federal-State action. Our Department is, therefore, able to:contribute signifi- 
cantly to these preparedness efforts by utilizing the professional skills of its staff, 
and by tapping the resources and competencies of other levels of Government 


through our regional structure and our existing channels for administering 
Federal-State-local programs. 


EXPERIENCE OF THE DEPARTMENT IN OPERATING CIVIL DEFENSE PROGRAMS 


Our ability to make an effective contribution is reflected, I believe, by the fact 
that the Department of Health, Education, and Welfare received the first dele- 
gation of authority ever made under the Federal Civil Defense Administration 
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Act. We subsequently received an additional delegation and our civil defense 
activities were carried forward under these delegations from 1955 to the end of 
fiscal year 1957. During the fiscal years 1956 and 1957, $1.2 million and $2.3 
million, respectively, were allocated by the Federal Civil Defense Administration 
to the Department to support its delegated activities. 

In fiscal year 1958 these activities were suspended, with one exception, when 
congressional action on the Federal Civil Defense Administration appropriation 
bill eliminated funds for delegate agencies. The only program of this Depart- 
ment conducted under transferred funds in 1958, is the location and allocation 
to States of surplus property which can be utilized for civil defense purposes. 


PROPOSALS FOR FISCAL YEAR 1959 


In 1959, the governmentwide policy is one of financing civil defense activities 
as an integral part of the appropriations for the broader Government operations 
to which they are related. Several operating agencies of the Department have, 
therefore, included amounts and, where necessary, authorizing language, in their 
appropriation requests in order to finance functions previously operated under 
transferred funds from FCDA. Because of the discontinuation of most of these 
services in 1958, our program for 1959 cannot resume at the levels previously 
attained. A period of retooling will be required and is reflected in the estimates. 

The requirements for civil defense activities conducted under FCDA delega- 
tions in the fields of health, education, and welfare are estimated to be $820,000 
in fiscal year 1959. Major emphasis in 1959 will be placed on a revival of those 
projects which stress field application of available civil defense knowledge and 
techniques and which increase the competencies of State and local counterparts 
of our Department in operating emergency programs. This emphasis will be 
concentrated in training programs, consultative services to States, and the de- 
velopment and testing of regional and State emergency plans. 

Funds for these functions are provided in nine separate appropriations of 
this Department. However, in order to provide the committee with a complete 
picture of our needs, a consolidated submission, supplementing the component 
parts of the operating agency justifications, has been submitted for your con- 
sideration. 


REQUESTED PROGRAMS OF THE OPERATING AGENCIES 


At this time I would like to discuss briefly the planned civil-defense activities 
of the operating agencies. 


Public Health activities, $400,000 


Almost half of the funds requested for the Department’s civil-defense pro- 
grams will support activities to be administered by the Public Health Service. 
The budget request would permit this agency to assist States and localities to 
prepare plans for effective utilization of the Nation’s health resources during 
a time of civil-defense emergency. 

The Public Health Service will use several methods to carry out this respon- 
sibility. Training courses will be provided for public-health physicians, nurses, 
and State health employees to apprise them of the results of civil-defense re- 
search and the health aspects of civil defense. As the request of State health 
agencies, full-time consultants will be assigned to render long-term assistance in 
developing and testing program plans related to civil-defense disasters. States 
will also be stimulated to furnish direct consultation to the local health agencies 
of their major target areas. 


Food and Drug Administration, $110,000 


Under earlier allocations, the Food and Drug Administration conducted train- 
ing courses in 47 States which were offered Federal, State, and local food and 
drug enforcement and other officials, as well as some employees from regulated 
industries. These courses were designed to acquaint professional employees 
with the techniques for protecting food and drug supplies in case of overt or 
covert enemy attack involving chemical, biological, and radiological weapons. 
It is anticipated that under the 1959 budget plans, refresher courses will be held, 
additional training will be conducted in cooperation with the food industry, and 
field testing will be resumed at the Nevada national test site to develop methods 
of handling and protecting large stockpiles of foods. 
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Educational activities, $50,000 


The Office of Education plans under the 1959 request to reactivate its program 
of helping to improve the civil-defense education programs in the schools of 
this country. This program will encompass cooperation with State depart- 
ments of education and teacher-training institutions in order to develop instruc- 
tional materials and to plan incorporation of this civil-defense education mate- 
rial into existing curriculums. Field testing of the materials and plans will also 
be conducted. 


Emergency financial assistance and clothing programs, $60,000 


The 1959 budget plan request will permit emergency financial aid and clothing 
programs to be conducted as a part of the broader programs of the Bureau of 
Public Assistance, Social Security Administration. During fiscal year 1957 a 
National Manual of Guidance was prepared so that State and local welfare de- 
partments could initiate steps looking toward operational readiness. Under 
agreements with the Federal Government, 43 States are cooperating in this effort. 
The 1959 activities would be devoted primarily to concluding agreements with the 
remaining jurisdictions and with maintaining present agreements on a current 
and effective basis. 


Office of the Secretary, $200,000 


Three portions of the Department’s civil defense programs, for which funds 
are requested in 1959, will be conducted by the Office of the Secretary. 


SURPLUS PROPERTY UTILIZATION, $150,000 


During the current fiscal year this Department will identify and allocate to 
State agencies Federal surplus personal property with an original acquisition 
value of approximately $28 million, which can appropriately be used for civil 
defense purposes. This activity is supported by transferred funds from FCDA. 
Under the governmentwide policy mentioned previously, a direct appropriation is 
requested in 1959 so that the Department may continue to assist in the process of 


locating surplus property and employing it in useful and effective ways related to 
our national security. 


FIELD PLANNING, OFFICE OF FIELD ADMINISTRATION, $60,000 


The funds requested in the 1959 budget would be utilized for the purpose of 
placing a defense planning officer in each of the seven regions of the Department 
corresponding to an FCDA region. These officers would assist the regional 
directors to plan coordinated éfforts to implement DHEW’s civil defense respon- 
sibilities in the event of a major disaster. In addition, these officers would pro- 
mote closer liaison with FCDA and with the State and local agencies which will 
carry out a substantial part of any effort to deal with civil defense problems. 


EXECUTIVE DIRECTION, OFFICE OF THE SEORETARY, $10,000 


Under the proposed budget, greater attention will have to be given at the level 
of the Office of the Secretary to coordination of the resumed activities, In addi- 
tion, more active and continuous liaison will have to be maintained with the 
Federal Civil Defense Administration. Consequently, a small increase in funds 
and staff is budgeted for the Office of the Defense Coordinator so that these 
expanded responsibilities can be fulfilled. 


CONCLUSION 


The heads of the operating agencies concerned are prepared to discuss the 
details of these operations more fully, if the committee should have further 
questions. 

In conclusion, I should like to note that the Department stands ready to under- 
take these requested activities with the conviction that they represent a valuable 
addition to the potential of this country to meet, and recover from, enemy attack. 


Mr. Tomas. How much money do you want? 
Mr. Mires. $820,000, Mr. Chairman. May I submit this table? 
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CIVIL DEFENSE ACTIVITIES BY FISCAL YEARS 
Mr. Tuomas. We will put this in the record. 


(The table referred to follows:) 











Civil defense activities—Funds, 1955-59 











1955 appro- | Allocation from FCDA 
papteiieeee foie! Soi a 2 ba 1959 
DHEW | estimate 





| 1956 1957 | «1958 










1, Emergency financial assistance and emer- 
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Be ge clothing programs. _-.......-....- 38, 000 : 000 
i 2. F and drug activities...................- 99, 000 142, 500 250,000 |.....--... 110, 000 
| 3. Educational activities. _...................- 93, 200 114, 500 150, 000 {_._- 50, 000 
! 4. Public Health Service 4 ibis Spies place dca 627, 000 806,700 | 1,610,000 |_..__-- 400, 000 
5. Surplus property utilization phn dibs conends test éc4Aeedbun edie 100, 000 | $130,000 130, 000 
6. Field planning..._.-...............-.-..- oeeRe UL ieieéhh-dhhi Sie adh 13,200 |....----.. 60, 000 
7. Executive direction __- . pclae sere tars 42, 800 49, 200 Gl; OE dendnea 10, 000 
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1,000,000 | 1,240,000 | 2,340,000 | 130, 000 820, 000 






Mr. Tuomas. Food and drug, $110,000 ? 
Mr. Mus. That is right. 
Mr. Tuomas. Emergency financial assistance, $60,000; educational 
activities, $50,000; Public Health Service, $400,000; surplus prop- 
— utilization, $130,000. 

thought maybe when somebody was given something he would 
not charge for taking it away. You want to charge $130,000 for 
receiving it? 
Field planning 









g, $60,000 ; executive direction, $10,000. 

Mr. Mires. Mr. Chairman, I would like to review the background 
on this for just a moment, and then I would like to say that I am 
accompanied, as you have noted, by a number of people from the 
pee agencies of the Department who are prepared to a you 
the details on this material. The Department of Health, Education, 
and Welfare was the first agency to obtain a delegation from the 
Civil Defense Administration and we carried on functions during 
fiscal years, 1955, 1956, and 1957 

Mr. Tuomas. With your own funds? 

Mr. Mies. No, sir; with funds provided by appropriation. 

Mr. Tuomas. You carried on last year with your own funds; did 
you not? 

Mr. Mizzs. No, sir; last year we had $2,340,000. 

Mr. Tuomas. Where did you get it? 

Mr. Mires. Do you mean fiscal 1957 ? 

Mr. Tuomas. We are working on 1959, so we mean in 1958. 

Mr. Mires. In 1958 we had $130,000 which we obtained from the 
Federal Civil Defense Administration to carry on the surplus prop- 
erty delegation. Those are the only funds that we had. 

Mr. THomas. These agencies that come to Congress for a little 
money, they do not get it and they do not like it. We may have to 
introduce them to the word known as “limitations.” 

Go ahead. 

Mr. Mires. Sir, I wanted to point out that in 1957 and previous 
years we did a considerable amount of work by way of preparation 
of manuals and other materials very helpful in our extensive dealings 
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with State agencies, their departments of health, and education, and 
welfare, and so on. 

Mr. Tuomas. You have been working in this field 314 years? 

Mr. Mites. Three years, and then we dropped down in effect to | 
nothing, except for surplus property. 

Mr. THomas. How many people did you have working on it in \ 
1957 ? aj 
Mr. Mrizs. About 200 people. 
Mr. Tuomas. How much money did you spend ? i 
Mr. Mizxs. Approximately this figure of $2,340,000. i, 
Mr. Tuomas. What did you get done that year ? . 


PROGRAM ACTIVITIES 















Mr. Mires. We did a great deal in the area of training State and 
local people and some research work, particularly in food and drug, i, 
and to some degree in the health field, the development of manuals, t 
agreements, and so on, in the welfare field. 

All of these items plus some consultation to the States was ac- 
complished. 

Mr. Tuomas. You say you did training. Training in what field? 

Mr. Mires. Particularly in the health field. 

We conducted training courses. 

Mr. Tuomas. That is one of your big activities that you have been 
doing for a good many years in the health field. What did you do 
that was special ? 

Mr. Mies. I would like to get Dr. Butler to talk to that point, 
Mr. Chairman. 


PUBLIC HEALTH ACTIVITIES 





















Mr. Tuomas. You have a great organization there, Doctor. What 
have you been doing dapesialiy ? What did you do in 1957 that you 
were not doing prior to that time? 

Dr. Buriter. We tried to get the concept of civil defense into the 
State programs. This introduces many new problems. 

Mr. Tuomas. They all heard about it in the States. What did you 
do about it ? 

Dr. Burier. We are trying to get them to work on it and so that 
they can be equipped to carry on these activities if they are called upon 
to do that. 

You are asking me relative to what we did in the States. 

Mr. Tuomas. Go ahead and tell us whatever you want to. If you 
did not do anything, you might tell us that, too. 
Did you have any luck educating the people ? 


PREPARATION OF EMERGENCY HEALTH PLANS 


Dr. Butter. We would like to have had more. We had 17 people 
assigned to the State health departments and it was their responsibil- 
ity to do whatever the State health officer asked them to do in con- 
nection with this program. In many instances they assisted the State 
health officers in the drawing up of health plans for an emergency. 
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In addition, we had eight States whose requests for help we were 
unable to fill. 

Mr. Tuomas. What is the nature of the help that you have given? 

You have been giving the States help these many years and it has 
‘been valuable help, too. 

The Department is really responsible for health programs through- 
‘out the country and the States rely upon them. 

We have a good many programs and we appropriated Federal funds 
a _— them over to the States for expenditure in the field of 

ealth. 

What did we do here that had not been done heretofore ? 

Dr. Butter. We have introduced the concept of civil defense. Be- 
fore this we have been interested in disasters. 

Mr. Tuomas, I do not understand that word. Do you mean that 
you have introduced the concept that sooner or later we may have a 

mbing or disaster in the country and they are going to have to take 
care of themselves? That they will be on their own and that there 
are certain things that they ought to do; is that what you mean ? 

Dr. Butter. That is what I am referring to. 

Mr. THomas. What was the result of telling them about those even- 
tualities that may happen, and Lord only hope that they do not happen, 
what did they do about them ? 

Dr. Butter. Increased activities in planning and in developing their 
organizations to meet with an emergency. They carried on State 
training programs which are essential in this field. 

Mr. Tuomas. I do not know of anything more valuable than teach- 
ing people how to tawe care of themselves when you do not have any 
doctors or nurses around. 

Did you have any luck with them, or did they sort of yawn and 
indicate they were not too interested ? 

rier Butter. I must admit that they did not do always as well as we 
hoped. 

Mr. Tuomas. Thank you very much, Doctor. 


VALUE OF TRAINING PROGRAMS 


Mr. Mixes. Mr. Chairman, I would like to point out in connection 
with these training programs that unless the Federal Government 
shows that it is serious and attaches substantial priority to this kind 
of activity, you can hardly expect the State and local people to do so. 
It seems to me that to the extent that the Federal Government does 
consider this to be an important function, it needs to be reflected in 
the kind of training and technical assistance work we provide to the 
States and local people. 

Mr. Tuomas. Do you not think that people throughout the United 
States can read and write? They can read in the aa about 
people being blown to pieces by a bomb. Do you not think it takes 
a little effort on their part? 

You do not think it takes the Federal Government to explain it to 
them, do you? 

Mr. Mrzs. I gathered from your questions put to Dr. Butler about 
the way in which the local people were accepting 
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Mr. Tuomas. I understand that that is a fact. Is that your under- 
standing, that they are not showing the same amount of interest that 
perhaps some people think they should ? 

It is their lives and their bodies. 

Mr. Muzs. That is my understanding, too. 

Mr. Tuomas. The Federal Government is going to straighten 
them out ? 

Mr. Mixes. It is simply me to bring help to them. 

Mr. THomas. It is brought to them every time they read a news- 
paper. They are already scared so stiff right now that maybe that is 
the trouble. Maybe if we quit talking about it and got busy doing 
something about it, it ail help. I do not know what the answer 
is and I do not think the governor does. It am sure that his predeces- 
sors did not know. 

I am not sure that I know the answer. Apparently le are not 
too concerned about it. As I said a while ago, they are Fightened and 
perhaps say to themselves, “What is the use ere is nothing that 
we can do about it. If the bomb does not hit us, the fallout will. 
What is the use?” 

Mr. Horex. Mr. Chairman, DHEW through its Health Department 
does help tremendously because they have contact with the State health 
commissioners. 

Mr. Tuomas. I think this is the only money that is worth even con- 
sidering. They are in that field and they have been in it for a long 
time and, as far as I am concerned, anything that is going to help 
people when they cannot get a doctor, a nurse, or hospital care, is 
surely worth the mony. I do not know what they are doing. They 
are trying to do a selling job and apparently that is about all that they 
can do, too. If they cannot do that selling job, I do not know. 

Doctor, do you have anything else to tell us? 

Dr. Butter. I think not. 

Mr. Tuomas. Thank you for coming over. Good luck to you. 

Mr. Mrrzs. Mr. Chairman, do you have any other questions on other 
pleantnnte Os the HEW program, such as the Food and Drug Admin- 
istration 


FOOD AND DRUG ADMINISTRATION ACTIVITIES 


Mr. Tuomas. Let us talk about the Food and Drug Administration. 

Mr. Mirxs. That is Mr. Harvey’s subject. 

Mr. Tuomas. You have been in that business 35 years? 

Mr. Harvey. Fifty-two. 

Mr. Tuomas. What are you going to do next year? 

I never let anybody accuse this outfit of dragging its feet. I 
defended you a hundred times and you did not need it. 

Mr. Harvey. We may need it now. 

Mr. Tuomas. That is a good, honest citizen. 

Mr. Harvey. What we want to do, Mr. Chairman, is to reactivate 
the program that we had to stop last year when the money ran out. 

r. THomas. Like my friend: pouring the concrete. 

Mr. Harvey. Our program is in three parts; training for the State 

and city, food and drug officials, and other officials who are concerned 


with knowing how to detect radioactive contamination of food and 
drugs. 
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That program we carried out through 1957. 

Mr. Tomas. You have Geiger counters? 

Mr. Harvey. Yes, sir; it is an instruction program which shows 
techniques. 

Mr. Tuomas. I thought the regional offices had all the Geiger 
counters. 

How much money did it cost last year ? 

Mr. Harvey. About $75,000 the year before last. 

Mr. Tuomas. Was it worth the money ¢ 

Mr. Harvey. Yes, sir; very much worth the money. 

Mr. Toomas. How many people do you teach for that $75,000 ? 

Mr. Harvey. Around 700 or 800, altogether. 

Mr. Tuomas. That is pretty expensive teaching. 

Mr. Yates. Whom do you teach ? 


TESTING OF RADIOACTIVE FOOD AND DRUGS 


Mr. Harvey. The State and city health and food and drug officials 
primarily. Some people from the larger industries are also taught 
who are interested in testing the food and drugs, so that they know 
which have to be thrown away and which can be “decontaminated after 
exposure. That is one part of the program. 

The second part of our program is investigating contamination at the 
Nevada test site by exposing foods and drugs in various areas adjacent 
to the explosion and testing afterwards to learn as much as we can 
about the food and drugs that can survive attacks and the degree of 
vulnerability under various kinds of packaging. 

The third kind of program is biological warfare. This is a study in 
which we have gained a great deal of information already as to the 
vulnerability of food production from biological attack. We want 
to continue that program to see what can be done about it. We have 
a good deal of information about that. 

Mr. TxHomas. How long have you been working on that subject? 

Mr. Harvey. Two years. 

Mr. Tuomas. How much longer is it going to take ? 

Mr. Harvey. In some respects it is likely to be continued until the 
fear is gone of a bomb hit, or some features of it. 

Tn the training program, there is a continual turnover of personnel 
not only in our own organization, but in the 48 States so that you have 
new people to train. 

Mr. Tromas. It is not going to take you 2 years to figure out how 
much contamination is going to result from fallout on a tin can and 
how long it takes to go through? 

Mr. Harvey. It takes a considerable number of exposures. 

Mr. Txoomas. If you have a number of apples or corn outside here, 
it is not going to take 2 years to figure out the rate of fallout necessary 
tocontaminate ; is it ? 

Mr. Harvey. Not if it is still in the field, but the type of container, 
the type of soil, the mixture in which it is packed, as well as a great 
many chemical factors involved, all make a great difference in the 
degree of vulnerability to poisons and from the radiological fallout 
and contamination. 

Mr. THomas. If you go into one of these atomic-energy installa- 
tions, when you go out, there is a Geiger counter and, as well as IT 
remember, if you are under 30 points there is no danger. 
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Mr. Harvey. I did not take the course. 

Mr. Tuomas. This is no course. You just go in one of them and 
when you leave, they will not let you leave until you get in front of 
that counter. If you have over 30 points, then they want to give 
you a bath or something. 

Mr. Harvey. That is another part of our study we are working on 
from a baseline start on foods packed in 1945 and prior thereto, to 
find out what the pre-atomic-age content radioactivity is. 

Mr. Tuomas. There are a lot of employees in those buildings and 
they all bring lunches and I imagine that they have a lot of informa- 
tion already tabulated on that. ere must be 4,000 or 5,000 of them 
out at Argonne in Chicago and up in New York, as well as the one 
‘down in Tennessee. 

Mr. Harvey. There is nothing on that score on the general food 
supply that I know about. 

r. THomas. There is enough to tell you what it will do generally. 


COOPERATION WITH ATOMIC ENERGY COMMISSION 


Mr. Harvey. Our program is tied in closely with the AEC program 
in developing not only war damage, but peacetime utilization of 
atomic energy. 

Mr. Tuomas. The AEC has a lot of information and if you want 
to do any experimenting, all you have to do is to go out to their 
various installations and talk to some of those people in those 
laboratories. 

Mr. Harvey. We gave it to them from the work that we have 
‘already done. 

Mr. Tuomas. Is that a fact? Do you mean those Ph. D.’s in those 
labs did not know anything about it ? 

Mr. Harvey. I am not depreciating their knowledge of radioac- 
tivity, but the studies of these things on contamination of foods and 
drugs have been our assignment. 

Mr. Tuomas. They know more about it in 5 minutes than you will 
know in the next 10 years. _That is their job and not yours. 

Mr. Harvey. You mean the food contamination? 

Mr. Tuomas. I would not be a bit surprised and I would say “Yes” 
to that, too. 


RELIANCE OF AEC ON FOOD AND DRUG ADMINISTRATION 


Mr. Ketuy. The AEC in working out the data has put reliance on 
the Food and Drug Administration and they have worked closely 
with them at the test sites in the exposure of foods and the preparation 
-of reports as to the degree of contamination. It is a part of the AEC 
program for that purpose. 

Mr. Tuomas. You mean they assigned that job to you folks at the 
‘test center? 

Mr. Ketxy. That is right. 

Mr. Tuomas. It was your job and not theirs? 

Mr. Ketry. That is right. 

Mr. Tuomas. Did you pay for it? 

Mr. Ketiy. We paid for it out of civil-defense funds. 


_ 
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OFFICE OF EDUCATION ACTIVITIES 


Mr. Tuomas. What about the Office of Education ? 

Mr. Mixs. Mr. MacMinn. 

Mr. MacMrnn. Did I understand you to say $110,000 for the Otlice 
of Education ? 

Mr. Tomas. What is the amount? 

Mr. Ketry. $50,000. 

Mr. Tuomas. What about it, Mr. MacMinn? 

Mr. MacMrnn. We look at civil defense as one of the very im- 
portant factors as an educational project. That is, if people under- 
stand possible dangers and know the readings involved, they are more 
apt to be able to respond to them with more rational action. Conse- 
we, we have devoted our efforts during the past 214 years and 
the Office has been identified with the project primarily in 2 areas. 
No. 1, the development of materials usable 1n classroom situations on 
civil defense education. The second broad area is the implementation 
of these materials in the current civil defense program. 

Mr. THomas. How much have you spent in the last 3 years, $150,- 
000 ¢ 

Mr. MacMrnn. The last year that we had worked under the dele- 

tion from FCDA was 1957 fiscal year and we had $150,000 during 
that time. 

Mr. THomas. This is a recurring item in that you teach them in the 
fifth, seventh, and ninth grades, and each year you have different 
students ? 

Mr. MacMrnn. No; it is materials that can be incorporated into 
the curriculum at all levels. 

Mr. Txomas. It is a continuing process? 

Mr. MacMrnn. Yes, sir. 

Mr. THomas. On the theory that you graduate them and have an- 
other class coming in next year? 

What do you tell them in this material ? 





CIVIL DEFENSE IN THE SCHOOL CURRICULUM 





Mr. MacMinn. For example, through some of the work in physi- 
ology, the effects of radioactivity on the body. In physics courses, 
the governmental structure of the civil defense program is explained 
to them. In courses such as geography we explain the tornado areas 
and hurricane areas and some other ap A that bring these conditions 
about, and what can be done to fortify yourself against possible in- 


jury. 

Mr. Tuomas. Can you absorb this $50,000 in your Bureau ? 

Mr. MacMinn. It is my understanding that it cannot be. 

Mr. Tomas. What about you, Doctor, over at the Food and Drug 
Administration? Can you absorb that easily ? 
Mr. Harvey. We have not much absorbing room at all. 


ACTION OF OTHER APPROPRIATION SUBCOMMITTEES ON DELEGATE AGENCY 
FUNDS 








Mr. Mires. May I comment on that at this point ? 
The Appropriations Subcommittees before which we appear in the 
House and Senate made it very clear to us that they appropriated the 
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money for specific purposes and that they did not wish us to divert 
any of the funds which they appropriated for specific purposes to con- 
duct civil-defense delegations. They made that quite clear in both the 
House and the Senate. 

Mr. Evins. Do you not have a 5-percent latitude of flexibility ? 

Mr, Harvey. None whatsoever. 

Mr. Tuomas. I understand that is why you are here, Doctor? 

You could not absorb this $820,000, could you ? 

Mr. Mixzs. No, we could not. 

Mr. Tuomas. Our distinguished friend over here says that all of 
that absorbing stuff is gone. 

Mr. Mixes. That is right. The Commissioner of Social Security, 
Mr. Schottland, is here and he has an item to present. 


SOCIAL SECURITY ADMINISTRATION ACTIVITIES 


Mr. Tuomas. We want to. talk to Mr. Schottland. 

Tell us something about this. How much money is the Social Se- 
curity Administration asking for? 

Mr. Scuorrianp. We are asking for $60,000 for 12 positions. We 
have been delegated as the so-called welfare branch of the Health, 
Education, and Welfare Department. There are three functions in 
this area. First we have been asked to plan with the States in the 
area of emergency financial assistance and the distribution of clothing 
in the event of an emergency. 


EMERGENCY FINANCIAL ASSISTANCE AND DISTRIBUTION OF CLOTHING 


We have signed agreements with 43 States, usually with the gov- 
ernors or their designated representatives. We still have 10 juris- 
dictions—— 

Mr. Tuomas. You are going to pass out the clothes? What else? 
Mr, Scuorrianp. Our task is planning in this area of clothi 
and also in emergency financial assistance. That is, in the event o 
an emergency, how do we get some type of assistance, financial as- 
a the millions of persons who may be without funds and 

c a. 

Mr. 'THomas. Does that mean you are going to be the one to dis- 
pense the money and the clothing 

Mr. Scuortiann. No, sir; that will be done through the State and 
local welfare departments. Our task is to work with them in order 
that they may develop plans to fit into the overall national planning 
scheme. To that ps we have signed agreements with the States 
rere they undertake to do this. We have 43 agreements signed 
already. 

Mr. tieeses What is the matter with the other five ? 

Mr. Scuorrianp. There are 53 States for Federal purposes, with 
the Territories. We sonnes negotiating them when we had no funds 
last year. We had a budget from FCDA of $165,000 in fiscal 1957. 

Mr. Tuomas. All you need is enough to fix up these other 10 States? 

Mr. Scuorrianp. That is correct, plus 3 or 4 other functions. One, 
we prepare technical materials in this whole area and then we work 
with the national voluntary agencies, such as YWCA, Salvation Army, 
and so on, so that they plan the use of their facilities in connection with 
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these two programs. What we want the additional personnel for, in- 
volving 6 professional and 6 clerical 

Mr. THomas. What do your studies indicate so far about the case of 
emergency use of this money? Can you figure out what we can use 
for money in the case of ordinary times ? 

Mr. Scnorrianp. That is a little more difficult than emergency. It 
is too close. 

Mr. Tuomas. What are you going to use for money in this emer- 
gency item? I have been in emergencies for the last 40 years. 

Mr. Scuorritanp. Mr. Thomas, you know that during the war I was 
in military government and we solved that problem very easily. We 
just printed money and let a lieutenant off at a small town and gave 

im 1 or 2 barrels of money with which to start currency distribution. 
Mr. Tuomas. Literally, that is about the truth. 





NEED FOR AN EMERGENCY MONEY PROGRAM 


What does the picture look like in case of an emergency here at home 
in the way of money? What would be the occasion to go into an 
emergency-money program anyway ? 

Mr. Scuorrianp. It might very well be, for example, the case of 
100,000 persons being moved out of a major area into a rural area 
where your economy was still functioning completely, but these 100,000 
people had no funds at all because they left their source of funds 

ind. 

Mr. Tuomas. How can we move out that many people in less than 
2 or 3 years? 

The emergency would have come and gone before you got the first 
10,000 of them out. 

Mr. Scuorrnanp. It might even be in the area where they live if 
they were not moved out, where your banks or businesses were de- 
stroyed and people found themselves without funds. This is the type 
of program we plan. How do you handle some kind of medium of 
exchange in order that you may revive the economy and keep the flow 
of goods and other things going to these people? 

In some places, it would be completely impossible. 

You would not go into that type of thing at all. One of our types 
of planning is to determine at what point you might go into a pro- 
gram of financial assistance and at what point you might be giving 
out relief in kind, such as foodstuffs and clothing, furniture, and so 
forth. 

Mr. Tuomas. The military people and occupation forces really know 
all about this, do they not? We had a little experience in German 
on this; did we not? We issued more money than you could count. We 
have not a lot of experience; have we not? 

Mr. Scuorr.anp. I was involved in some of that and we had a lot 
of fun out of it. 

Mr. Tuomas. This has been very interesting. 

Thank you, Mr. Schottland. 

We have not heard from Mr. Kelly ; have we? 

Mr. Keir. I am the Department’s budget officer, sir. 

Mr. Tomas. Mr. Kelly, you have been hiding from us. Where 
have you been for the last several years? 
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He has worn out this room, gentlemen. In fact, we named it after 
him and then he ran off and left us. ( 
Mr. Ketix. You wore me out, Mr, Chairman, and they retired me 
to pasture. 
{r. Tuomas. You are one of our favorites. 
Please come back and see us. 


SURPLUS PROPERTY PROGRAM 


Mr. Ketiy. The question occurs to us, Mr. Chairman, whether you 
want to discuss one item mentioned briefly at the beginning, the Sar- 
plus Property Program—— 

Mr. Tuomas. I thought we disposed of it. 

You folks certainly would not want to charge $130,000 for hauling 
away something given to you; would you? 

Mr. Mines. Gould I speak to that, the surplus property program ? 

Mr. Tuomas. Yes. 

Mr. Muxs. That is of considerable value to the States and localities 
which are preparing for civil defense emergency. The regional of- 
fices of the Department of HEW actually have only one man in each 
regional office whose business it is to identify the location of suitable 
surplus property for civil defense purposes. 

Mr. Tuomas. We have a good organization over here that is doing 
that, GSA. 

Mr. Mires. But that aspect of it which deals with civil defense 
has been delegated to our Department, and that is what we do. The 
General Services Administration, I think, would assure you that they 
are not in the business of identifying surplus property for civil de- 
fense purposes. 

Mr. THosas. All you have to do is write them a letter and ask 
them to send you a list of what they have and you can pick it out. 
You do not need a man at each office to do that. 

Mr. Ketty. We actually operate a surplus property disposal pro- 
gram for health and education. 

Mr. Tuomas. You have been doing that for 5 or 6 years. 

Mr. Ketxiy. That is right. 

Mr. Tuomas. Why can you not add this little bit of business and 
absorb it? You have been doing it for 5 or 6 years, or more than that. 

Mr. Ketty. Yes, sir. I think we were carrying on everything we 
conceivably could carry on with thestaff. Ithink it is more economical 
to expand the staff to take care of surplus property for civil-defense 
purposes than to create another organization. 

Mr. Tuomas. Nobody thought it would require creating a different 
organization. 

Mr. Keitixy. No. The law says we shall use the same organization 
to facilitate the distribution. 

Mr. Tuomas. How much did you handle for civil defense last year? 

Mr. Ketxy. $38 million in property at acquisition value will be dis- 
tributed in 1958. 

Mr. THomas. How many items? 

Mr. Ketuy. I have no idea. I will be glad to supply that for the 
record. 


Mr. Tuomas. How many people do you have working in the pro- 
gram ? 
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Mr. Ketiy. Twenty, sir. 

Mr. THomas. Thank you. 

Mr. Muzs. I would like to point out that the amount of money re- 
quested for these delegations in 1959 is only about one-third of what 
we had for 1957. 

Mr. Tuomas. You folks did not quit serving the public in 1958 in 
these items, did you ? 

Mr. Mixes. Toa very large degree. 

Mr. Txomas. Nobody suffered, did they ? 

Mr. Mixxs. No, but we certainly have not been responding to requests 
from the States to provide the service they aL 

Mr. Tuomas. You did not let anybody suffer? You did give them 
some service, did you not? Would you tell me the difference between 
a civil defense item and an item aschool would use? A pump isa pump 
and a shovel is a shovel, regardless of the use they make of it. 

Mr. Mires. There are a good many civil defenes agencies at the State 
and local levels—for example, in the field of public safety—that are 
now entitled to civil defense surplus property that were not entitled 
to Health and Welfare surplus property and that we did not previously 
serve. 

Mr. Tuomas. Here is a civil-defense officer of a city that would 
write and ask for X item and you had that X item. Would you not 
send it to him? 

Mr. Mixes. You mean if we had no delegate money ? 

Mr. Tuomas. Yes. 

Mr. Miss. I do not think we could. 

Mr. Tuomas. Even though it is surplus ? 

Mr. Mrzs. Yes, sir. 

Mr. Tuomas. A man has to be properly introduced before you do 
business with him then, is that it? 

Thank you very much. 


DEPARTMENT OF AGRICULTURE 


Now, tell us, Mr. Gold, what is the state of agriculture today? 
Cotton has been going down; wheat has been going down; corn has 
been going down. e farmers are having a hard time; are we not? 

Mr. Gotp. Wesureare. I ama farmer. 

However, on this subject that you are considering here today, you 
will notice that there is $130,000 in this budget estimate which is 
attributable neither to civil defense nor to defense mobilization. 

Mr. Tuomas. This is for the Agricultural Marketing Service, Com- 
modity Stabilization Service, Agricultural Research Service, and For- 
est Service. 

Mr. Gorn. Yes. If you will look at the asterisks, at the bottom of 
the page it says, “Civil defense and mobilization activities are per- 
formed as a single program, and costs cannot be separately identified.” 

Mr. Tuomas. Do you absorb that cost ? 

Mr. Gotp. Wedo. This $130,000 is all in our regular budget. 

Mr. Tuomas. I want to commend you. That is the way it ought 
to be. 

Mr. Gortp. There is nothing in this $130,000 that would be picked 
up by FCDA, although civil defense is part of it—and do not ask me 
what part of it is—— 
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Mr. Tuomas. Go ahead. 

Mr. Gop. There is nothing more that I can say. 

Mr. Tuomas. You are wonderful and we thank you very much. The 
Department of Agriculture is to be commended and luck to you. 

r.Gotp. If I may refer to your cement mixer. 

Mr. Tuomas. Go right ahead. 

Mr. Gowp. I suspect that the FCDA probably feels, and justifiably, 
that there is much more work in these elds that should be done, and 
we would be glad to do for them if they had the funds to permit us. 

Mr. Tuomas. Good luck to you and thank you for helping us out. 


Mr. Hore. Mr. Chairman, may I make a statement at this time? 
Mr. Toomas. Yes. 


DEPARTMENT OF LABOR 


Mr. Horeu. Six of the delegate agencies appeared here today and 
made their representation. There is one agency, the Labor Depart- 
ment, that was notified but was unable to come over and state their 
case. They informed us that if they could be given some additional 
time they would be happy to come over and make their presentation, 
and I would like to make that request. 

Mr. Tuomas. They could not come today ? 

Mr. Hore. That is right, sir. 


Mr. Tuomas. Well, I guess they had something more important 
than this and could not be here. That is understandable. 
(The Department of Labor justification for civil defense follows:) 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., February 27, 1958. 
Hon. ALBERT THOMAS, . 


Chairman, Swbcommittee on Independent Offices, 
Appropriations Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: I regret that the heavy snow and illness prevented full 
representation by the Department of Labor before your subcommittee on Feb- 
ruary 17 to explain that Department’s proposed nonmilitary defense activities 
for fiscal year 1959. 

In the Bureau of the Budget presentation of January 28 for civil defense and 
mobilization functions, no breakdown was made between the Labor Department’s 
activities planned in support of the Office of Defense Mobilization and those 
planned in support of the Federal Civil Defense Administration. While the 
activities of all Federal agencies directed toward preparing to carry out their 
nonmilitary defense roles in an emergency are of vital concern to both agencies, 
it has been agreed that FCDA will sponsor the following items: 


State participation in manpower mobilization planning___...______ $1, 287, 000 
Administration of State program, Manpower mobilization planning. 


ORG 15+; nnenbiandenagttamaprmnhoprmnttgnenapiayimmit 1, 330, 000 


Enclosed for the record is the Department of Labor’s justification of these 
programs. If you wish, I shall be happy to reappear before your subcommittee 
with a representative of the Department to discuss these items further. I wish 
to thank you again for your courtesy and consideration. 

Sincerely, 


Leo A, Horen. 
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DEPARTMENT OF LABOR JUSTIFICATION FOR ClIviIL DEFENSE ITEMS 


Developing plans and procedures to assure continuity of the Federal-State em- 
ployment security program, $43,000 


The Department of Labor and the Bureau are charged with a continuing re- 
sponsibility in meeting and resolving manpower, labor availability, and unem- 
ployment insurance problems as they arise under all types of circumstances. 
Because of staff limitations, little work has been done on the problem of gearing 
the Federal-State employment security system to function under emergency 
conditions. In 1959 the Bureau will intensify work on the planning and develop- 
ment of means to assure continuity of the Federal-State employment security 
programs under emergency conditions. A great deal of the work will be done 
by the State and local employment security offices; therefore, it is essential that 
the States be furnished increased assistance in the development of plans and pro- 
cedures for carrying out their essential functions in case of an emergency and 
in the application, modification, and expansion of these procedures. The regional 
offices will also assist the State agencies in working out cooperative agreements 
with State and local civil defense organizations and in developing interstate ar- 
rangements for cooperative action in defense readiness and survival planning 
measures. 


Grants to States—Operation under emergency conditions, $1,287,000 


This is for developing plans, procedures, and standby facilities to assure con- 
tinuity .of the Federal-State employment security program under emergency 
conditions. 

UNEMPLOYMENT COMPENSATION 


Preparing to operate under emergency conditions.—The employment security 
system has to be prepared to continue operations under all conditions. In the 
event of an attack on this country—or in the event of a major natural disaster— 
countless numbers of people will be out of work. The State obligation to operate 
its unemployment insurance program under these circumstances will be more 
important than ever in order to provide financial help to workers awaiting refer- 
ral to essential work in their own undamaged localities and to emergency work in 
other localities. An emergency may make the unemployment insurance system's 
present financial and benefit payment procedures inapplicable or inoperative, for 
reasons such as the destruction of wage records upon which benetits are based or 
the breakdown of communications with the recordkeeping centers. Since the 
taxing, wage record, and benefit arrangements are subject to State law and differ 
markedly from State to State, each State agency, with the Bureau's assistance 
and advice, must make its own preparations for an emergency by such activities 
as developing and testing emergency methods for determining eligibility and 
making benefit payments (including the decentralization to local offices of com- 
plete authority for these activities), developing and testing of emergency meas- 
ures for collecting taxes and managing benefit funds, and developing draft legal 
authorizations, regulations, and agreements with banks and other organizations 
so as to permit these measures and arrangements to become operative immedi- 
ately when the emergency occurs. 


EMPLOY MENT SERVICE 


Increase for preparing to operate under emergency conditions.—It is vital 
to the Nation’s survival that practical methods be developed for the use of civilian 
manpower resources under extreme and unusual emergency conditions. The 
public employment service will be relied upon to an unprecedented extent to 
provide the needed manpower service in a postattack emergency or a major 
natural disaster, and extraordinary demands will be placed upon it in a mobiliza- 
tion period. The State employment seeurity agencies must develop and test new 
eoncepts and methods for the ‘accelerated recruitment, classification, and allo- 
eation of great masses of workers in disaster situations to save and protect life 
and property, to carry out rehabilitation work of massive proportions, and to 
maintain the flow of goods and services essential to mobilization and to civilian 
survival. Sueh methods must be adaptable for use in unpredictable situations 
and must be capable of being carried out on a local area basis without direction 
from a higher authority. Procedures hastily devised in the face of an emergency 
will contain inadequacies that will prevent the needed manpower from getting 
to the right places at the right time. The procedures must be completed, tested, 
and ready for practical application before the disaster falls. 
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In such a disaster situation shortages of manpower having essential skills must 
be anticipated. Pians need to be developed and tested in advance for obtaining 
the maximum utilization of these skills, and for expanding the labor force through 
the increased use of manpower sources not normally relied upon, such as house- 
wives, students, workers displaced from their normal employment, and foreign 
workers. 

State employment security agencies must also develop and maintain standby 
lists of employers engaged in the production and provision of essential mobili- 
zation and survival materials and services to insure the realistic allocation of 
available workers. 

Measures to curtail labor pirating and turnover in essential activities may also 
be required in certain areas. These measures include controlled referral by 
local employment offices, limitation of hiring by employers, control of separations, 
employment ceilings, worker migration controls, and extended industrial serv- 
ices. While minimum employment stabilization standards are being developed 
on a nationwide hasis, the State employment-security agencies must plan the 
necessary actions on State and local levels to insure the activation of such plans 
to the extent they may be needed. 


STATE ADMINISTRATION 


Development of emergency administrative and organizational plans and establish- 
ment of facilities for continued operation under emergency conditions 

Many of the State and local offices of the State employment security agencies 
which will carry the burden of the civilian manpower program in an emergency 
are located in areas which are potential targets for enemy attack. Therefore, 
the agencies will be faced, in an emergency, with the need for relocation of their 
key offices and with many attendant administrative problems. Plans for the 
administration of the agencies in an emergency must be developed, made known 
to their employees, and be ready to go into effect automaticaly and immediately 
when the emergency arises. 

The State agencies, therefore, must provide for alternate locations for their 
key offices outside of emergency areas to insure the continuity of their opera- 
tions. They must develop emergency organizations, assign employees to places 
in these organizations, and designate alternate chains of command so that the 
emergency organizations can become effective immediately if the occasion de- 
mands. In addition, they must: (1) develop and issue standby delegations of 
authority to insure uninterrupted operation of offices which may become isolated 
by catastrophies; (2) make advance plans for such administrative activities as 
financing, payrolling, staffing communications, and provisions of space, supplies 
and equipment; (3) develop and test emergency evacuation and shelter plans, 
including arrangements for transporting employees to their emergency posts 
of duty and for their identification to military and civil authorities while travel- 
ing in the performance of their duty; (4) select and keep current at relocation 
sites the essential records to insure continuity of operations in the event of the 
emergency activation of those sites; and (5) provide the supplies, equipment, 
and communications and other facilities which will be promptly needed at such 
emergency quarters. 

All these activities, as well as the program plans for carrying out employment 
services and unemployment insurance activities in an emergency, must be charted 
in an organized defense readiness plan for each State agency and must be de- 
veloped and kept current. Such plans will serve as a basis for training em- 
ployment security staffs and for actual operations in an emergency. 


Determination of emergency and postemergency manpower requirements and 
resources 


In order to provide the basic information necesary for operating plans and 
manpower programs under emergency conditions, it is essential that specific 
data on manpower requirements and resources be obtained, assembled, and 
analyzed prior to an emergency. To achieve an adequate state of readiness, 
State employment security agencies must study the composition of the labor 
force on a local basis, be cognizant of anticipated emergency requirements, 
know the evacuation plans and designated reception areas, and understand the 
available techniques for estimating casualties. To provide the necessary in- 
formation on survivors in the work force and to determine the availability of 
workers during an emergency requires the collection of current data on local 
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labor market areas—beth the potential disaster areas and other areas in which 
labor supply will be available. The State agencies must be prepared to obtain 
estimates quickly both for local operating use and to provide data for the national 
program to deterraine the number and characteristics of survivors in the labor 
force. To be of value, the planning and procedural work involved in this phase 
of the program has to begin immediately. The work cannot be undertaken after 
an emergency has arisen because the data will be needed for operating purposes 
as soon as the emergency occurs. 


Training of key State employment security personnel in emergency functions 
and responsibilities 


In the event of a postattack emergency or a massive natural disaster, sub- 
stantial modifications must be made promptly in the methods and procedures 
for carrying out the basic employment security programs, such as placement, 
unemployment insurance, and labor market analysis. New concepts will underlie 
the operation of these programs (e. g., modification of unemployment insurance 
principles, decentralization to local offices of the determinations and benefit- 
payment functions, application of manpower-priority criteria to the referral of 
applicants for work, and installation of systems to promote employment stabili- 
zation, where needed). Furthermore, these methods and procedures must be 
flexible enough to meet the rapidly changing needs of emergency situations. 

From a training standpoint, such changes wiil involve an adjustment of the 
thinking of the key personnel to the emergency needs. Current training ma- 
terials and programs must be adapted and modified to fit the concepts of defense 
readiness. In addition, new training materials must be prepared to cover oper- 
ating procedures, in program and administrative areas, which are beyond the 
regular activities of the employment security agencies in a normal situation. 
Training in these areas involves some significant differences in approach from 
training programs for the present duties of employment security staffs; these 
differences rule out the practicality of absorbing emergency training activities 
entirely into the existing training programs of State agencies. In addition, most 
of the present training staffs of the State agencies are so small that they cannot 
keep up with the normal training needs of the agencies. 


FreperRAL Crvit DEFENSE ADMINISTRATION CIVIL DEFENSE FUNCTIONS OF FEDERAL 
AGENCIES 


The Federal Civil Defense Act of 1950 authorizes the Federal Civil Defense 
Administrator to delegate appropriate civil defense responsibilities to other 
Federal departments and agencies. During fiscal year 1957, seven Federal 
agencies (Department of Health, Education, and Welfare; Department of Com- 
merce; Department of Labor; Department of Agriculture; Housing and Home 
Finance Agency ; Department of Interior; and the Department of Justice) per- 
formed such delegations of responsibility within an appropriation of $4 million 
provided by the Congress for this purpose. 

No funds were specifically appropriated for these functions in fiscal year 1958. 

In fiscal year 1959, amounts to support delegated functions are carried in 
the respective agencies’ budgetary estimates. This approach to budgeting for 
nonmilitary defense functions of other agencies was developed in concert with 
the Office of Defense Mobilization and the Bureau of the Budget. This is in 
accord with current nonmilitary defense planning objectives for integration of 
civil defense and mobilization functions into normal operations of Government. 
This should stimulate increased awareness among Government agencies of the 
contribution they might make to nonmilitary defense planning. This kind of 
advance preparation should also make for easier reestablishment of normal 
government after attack. 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
WITNESSES 


DR. HUGH L. DRYDEN, DIRECTOR 

DR. JOHN F. VICTORY, EXECUTIVE SECRETARY 

JOHN W. CROWLEY, ASSOCIATE DIRECTOR FOR RESEARCH 
I. H. ABBOTT, ASSISTANT DIRECTOR FOR RESEARCH 

A. M. ROTHROCK, ASSISTANT DIRECTOR FOR RESEARCH 
RICHARD V. RHODE, ASSISTANT DIRECTOR FOR RESEARCH 
RALPH E. ULMER, BUDGET OFFICER 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning our old and distinguished friends 
from the National Advisory Committee for Aeronautics represented 
by Dr. Hugh L. Dryden, Director; Dr. John F. Victory, Executive 
Secreta Mr. John W. Crowley, Associate Director for Research; 
Mr. I. H. Abbott, Assistant Director for Research; Mr. A. M. Roth- 
rock, Assistant Director for Research; Mr. Richard V. Rhode, Assist- 
ant Director for Research; and Mr. Ralph E. Ulmer, budget officer. 

I see that our able and genial friend, Dr. James L. Doolittle, chair- 
man, was not able to make it. 

Dr. Dryven. Mr. Chairman, I bring you the apologies and regrets 
of the chairman who was unable to be present today. He was in 
‘Washington last week and the week before and will be in Washington 
next week but he was unable to make this date. 

Mr. Tuomas. He cannot be in two places at once, can he? 

I guess he is like all the rest of us who put first things first. 

Dr. Dryven. No, sir; you may recall the original forecast was. last 
week, I believe, and he had to be in California today. 

Mr. Tuomas. That is unfortunate. 

Dr. Drypsn. I think this date was originally fixed toward the end 
of last week. 

Mr. Tuomas. We are sorry. 

Dr. Drypsen. We are very sorry, too. 

Mr. Tuomas. Does anybody have a statement for us? 


GENERAL SraTEMENT 


Dr. Drypren, Yes, I wish to make a general statement about the 
responsibilities of the NACA and the budget, which is submitted to 
you for 1959. 

The work of the NACA is to advance the technology relating to air- 
craft, missiles, and in these days of satellites and spacecraft. 

In planning a research program which attempts to keep ahead of 
the practical development ok veliclen in these various fields, it is 
necessary for us to attempt to read the future to a certain extent. We 
believe that there will be a military use for airplanes for some time 
to come. If we had to go into war today, our reliance would be on 
existing airplanes, the B-52 and B-58, which is coming in and the 
F-100 and F-104, and similar airplanes. 
me THomas. Even more accurately, you would rely on what is in 
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SUPERSONIC BOMBER 


Dr: Drypen. Yes, sir; whatisin being. ris 

There is presently under development and just beginning to be 
developed a chemical bomber which ‘will be the successor to the B-52 
airplane, the so-called 101—A system for which a contract has recently 
been let to North American Aircraft. 

During the past year we have been engaged in an accelerated pro- 
gram in research on configurations which would be suitable for that 
type of supersonic bomber. We will be occupied during the coming 
year with assisting the military services in making this the very best 
bomber that we can build. ’ 

In addition, there is under development a long-range interceptor 
which we also expect to support. 


BALLISTIC MISSILES 


In the missile field the liveliest interest, of course, is in ballistic mis- 
siles and the committee has been engaged in programs relating to bal- 
listic missiles since 1952 or 1953, when the first so-called Atlas proj- 
ect was originally initiated with Convair. 

As you know, that project was cut back for a time and the really 
intensive effort on ballistic missiles did not start until somewhat more 
recently. 

In the presentations, my associates will indicate to you how we are 
involved in all of these programs with supporting research, particu- 
larly in the problems of heating of the nose cone, stability of the 
nose cone, and in the stability of the complete configurations. 


ANTIBALLISTIC MISSILE MISSILE 


A second missile program, which is one of the utmost importance 
to this country, is the so-called antiballistic missile missile. It is a 
missile intended for defense against ballistic missiles. 

We have programs in our wind tunnels now for configurations suit- 
able for this type of weapon. We are studying the heating prob- 
lems encountered in that type of weapon. We have some research on 
new and novel ways in which it is hoped to defeat ballistic missiles. 

I would not try to say to you that the effort that we are putting 
into this field is a major fraction at all. It is a minor fraction of the 
effort in these areas. We think it is very basic as an effort and a very 
important effort. 

With our budget we have to cover all of the things that I am men- 
tioning to you. 


BOOST-GLIDE AIRPLANE 


During the past year or two a great deal of attention has been given 
to the so-called boost-glide type of airplane which we showed to you 
last year. This would be an airplane boosted off the ground by a 
rocket to a high altitude perhaps in the order of 35 or 40 miles. It 
would then glide in the thin air of the atmosphere for a very long dis- 
tance and would be landed as any airplane is landed. 
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X-15 RESEARCH AIRPLANE 


The Air Force is initiating the first studies on a test vehicle which 
will lead to this type of weapons system. A large part of our effort in 
the past and a considerable effort in the future will be devoted to this 
area. We are partners and have the technical direction of the X-15 
research airplane which was started a few years ago for the purpose of 
investigating some of the problems of the very high atmosphere and 
nearby space, particularly the problems of controlling an airplane 
in very thin air where the air forces are small. 

In this case it is necessary to use auxiliary rockets for control of the 
altitude of the airplane. 

We are at present getting pilots experienced and trained in the use 
of such controls, determining their optimum characteristics on the 
X-1-B research airplane now in preparation for the X-15 flights, 
which would begin next year. This airplane will also permit the 
study of the problems of the reentry of a manned vehicle so as to get it 
back in without burning it up. We are at present confident that we 
can recover it safely from that high altitude so that we will begin 
more modestly in its flying and proceed to as high as altitude as ap- 
pears safe to get it back into the atmosphere again. 

Mr. Tuomas. Is that going to be manned ? 

Dr. Drypen. Yes. 

Mr. Tuomas. While all of this is going on? 

Dr. Drypen. This is a manned airplane. 

Mr. THomas. What about the man? You are speaking of the 
plane. What shape is the man going to be in? 

Dr. Dryven. The object is, of course, to get the man back safely. 
We have in the past year done some work in connection with satellites, 
particularly with regard to the ne of recovering a man from 
a satellite in orbit safely. So far, this work has consisted only of 
wind-tunnel work on configurations of various types. There is a 
technical argument in process in many quarters as to whether you 
recover the man essentially with a parachute or drag-type device, in 
which case he has little control over where he lands, or whether you 
give him some wings, so that he can do a certain amount of maneuver- 
ing. We are investigating both types of configurations. 


NACA SPECIAL COMMITTEE ON SPACE TECH NOLOGY 


We have presented to the committee a report consisting largely of 
ictures of our activities in space as of the present time. You will 
be interested to know that the Committee has formed a special Com- 
mittee to advise it in this area as in other areas of our work. This 
Committee held its first meeting just last week, an organization meet- 


ing. 

The Committee consists of people from all of the active space proj- 
ects and all of the fields of activity. 

For instance, Dr. von Braun and Dr. Pickering and Dr. Van Allen 
are members of this Committee. 

We also have Dr. Ridenour of the Lockheed Aircraft Co. 


Then we also have Dr. Lovelace of the Lovelace Clinic to advise on 
medical problems. 
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Then there is Mr. S. K. Hoffman, from the North American Aviation 
Co., who is head of the division which makes very large booster mo- 
tors. Then there is Mr. J. R. Dempsey from Convair. He was the 
project officer on Project Atlas. 

There is also Prof. Dale R. Corson, professor of physics at Cornell, 
who has some background and knowledge of nuclear work. 

There is also Dr. Milton U. Clauser from the Ramo-Wooldridge 
Corp. and Dr. Hendrik W. Bode of the Bell Telephone Laboratories, 
Inc., which is one of the contractors for guidance equipment for the 
ballistic missiles program, and finally, the Chairman is Dr. H. Guyford 
Stever, associate dean of engineering at MTT. 

The Navy is represented by Mr. Abe Hyatt and the Air Force by 
Norman Appold. 

This committee has held its first meeting, as I mentioned, and they 
set up some working groups to deal with specific aspects of space 
technology. 

Dr. Van Allen heads a group on objectives. 

Dr. von Braun heads a group on vehicles and Dr. Clauser on reentry. 
Mr. Dempsey heads a group on the requirements for range, launch, 
and tracking. 

Dr. Pickering heads a group on instrumentation, communications, 
and navigation. 

Dr. Bode heads a group on the subject of space surveillance. 

I might digress a little at this time by saying that by the time we 
get a couple dozen satellites in the air, the job of keeping track of 
them and distinguishing them from ballistic missiles coming at us will 
become a very serious problem. 

It is probable that it will be so significant from a military point of 
view that this will be a military function. However, this group will 
Jook into that question. 

Dr. Lovelace will head a group on human factors and training, but 
for aerodynamic structures and propulsion, the special Committee 
will rely on the existing NACA committees. 

I would like to digress again for a moment to make one remark to 
place this budget in its proper setting. 


NACA RESPONSIBILITIES IN SPACE FIELD 


As you know from the public press, there is consideration within 
the executive department at the moment by Dr. Killian and his scien- 
tific committee of the matter of the national program. in the space 
field and the type of organization to be set up. There are both mili- 
tary and civilian aspects and there has been under discussion among 
the various possibilities the assignment of greater responsibility to 
the NACA, particularly for the scientific aspects of the exploration 
of space pa what you might call peacetime applications of space 
vehicles. 

I am not in a position, since the consideration is still in process, to 
say whether there will be any change in our responsibilities or not. 
If there is a change in our responsibilities, we will undoubtedly be 
seeing you gentlemen again. 

The present budget does not consider the possibility of our having 
any increased responsibility above that which we now have. 
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Mr. Tuomas. For the record let me say, and I am sure that I 
express the opinion of every member of this subcommittee, certainly 
this is a civilian job No. 1, to expedite the matter. To me, looking 
at it from any and all possible angles, to save time, to save money, 
and to get the job done more expeditiously and more thoroughly, it 
seems to me that this organization is a natural for it. 

Dr. Drypen. That is very gratifying to hear. 

Mr. Tuomas. If NACA is b , what is the use of keeping it 
in existence? Its usefulness will be 50 percent written off. 

Dr. Dryven. It is very gratifying to hear you say that, Mr. 
Thomas. 

The alternative is, as you know, all aspects under the Department 
of Defense or a completely new agency many people have been 
talking about. 

Mr. Tuomas. It would slow it down 15 or 18 months. 

Dr. Drypen. All I wanted to say is that this budget does not con- 
sider anything more than our current responsibilities of advancing 
the technology of supporting the hardware effort that is now going 
on in the Department of Defense. I have spoken of the more dramatic 
vehicles of greatest public interest, but. we still have a smaller effort 
and think we have to have a smaller effort, in such fields as seaplanes, 
water-based aircraft, and so on, as long as we have a Navy. There 
will be certain research problems. We have made great advances in 
the science of water-based aircraft, so much so that it is possible to 
have such airplanes of supersonic speed if they are needed by the 
Navy. 

We also have a very small effort in helicopters and in the so-called 
vertical takeoff and adie aircraft of other types which are im- 
portant vehicles to the Army. As you perhaps know, we have a bill 
which passed the House and is pending before the Senate to add Army 
representation to the NACA aa of their concern with certain 
types of aircraft and missiles. 


RESEARCH FOR APPLICATION TO CIVIL AIRCRAFT 


We still feel that we must do a certain amount of work in connec- 
tion with Civil Aeronautics and the two major problems at the present 
time are the noise problem, which is a particularly difficult one tech- 
nically and one on which some progress has been made in noise re- 
duction devices. You cannot reduce the noise without paying a cost 
or a penalty. You have to have a few less passengers in the airplane 
if you are going to silence or reduce the noise. I think silence may 
be a misnomer because the noise level will remain fairly high. We 
have an effort in this area which will be continued. 

We feel that the problems connected with the introduction into 
service of jet airplanes on the airlines are going to be substantial. 

I can indicate the importance that even the military attach to this 
problem by saying that General LeMay agreed to make available one 
of the jet tankers used in the Strategic Air Command for a period of 
3 months so that we might do the simulated operations of this air- 
plane in approaches to airports and in wave offs from airports to as- 
sist the Civil Aeronautics Authority in writing regulations with re- 
gard to the operation of this new type of aircraft. As you know, this 
tanker is essentially the same airplane as the Boeing-707 airplane. 
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By mentioning this one by name, I do not mean to omit the Douglas 
DC-8. It is an airplane that is of the same general type and we 
expect to do a certain amount of work arising out of the problems now 
foreseen and the problems that arise as these airplanes are put into 
service by the airlines. 

I have attempted to give you a very hasty view of the general 
nature of the overall offort of the NACA. Our program is a con- 
tinuously evolving one. You gentlemen have been quite understand- 
ing in appropriating the funds by general fields, which has per- 
mitted us to adjust to the change in needs. We have to prepare a 
budget about 2 years before the money is made available and we are 
able, under the general headings of aerodynamics and aircraft con- 
struction and propulsion to adjust the technical effort to changing 
needs insofar as our total manpower and money will permit. 


FISCAL YEAR 1959 BUDGET 


Perhaps at this point in the record I might simply say that we are 
submitting estimates for fiscal year 1959 in the total amount of 
$106,700,000, of which $80,480,000 is for salaries and expenses and 
$26,220,000 for construction and equipment. 

These are substantial sums of money and in making my next state- 
ment I do not intend to imply otherwise, but I think in order to set 
these sums in perspective we have to consider that this is a fraction 
of the cost of the anguard satellite program. If we are going to do 


space activities as we have done aircraft and missile activities, it is 
essential to be involved in actual operations so that the research does 
not become sterile. 


From that point of view this is not a large amount of money. If it 


is compared with the cost of any of the missile projects, or even of the 
flight of the comparatively few missiles, it is not a large sum of 
money when you consider that the work covered by this is the founda- 
tion work and is essential to the success of the other operations. 

If we could succeed by our efforts in saving one project, we would 
have saved our annual budget. 

We did succeed in doing this in the aircraft field in the case of the 
102 fighter aircraft and in the case of the B-58 bomber. 

You do not have to take my word for it, but you can get this from 
the military services and from the contractors who made the airplanes. 
They will tell you that the research work of the NACA made in ad- 
vance of those projects saved those two from a complete waste of all 
of the funds invested in them. 

Mr. Tuomas. Which two? 

Dr. Dryven. The F-102 and the B-58. You can get that state- 
ment from the manufacturers. You can get it from the military, too. 
It is generally recognized as true. 

I would like at this point, without proceeding to discuss the details 
of the budget, to ask my associates to give you a brief report on what 
we have been doing. I have asked them to lay major attention on the 
missile program in which you, Mr, Thomas, expressed some interest. 

To tell you about everything that we are doing I would have to talk 
to you for a week straight. There is just not time to go into all aspects 
of what is going on, so I have asked Mr. Abbott, for example, be- 
ginning with the aerodynamic side, to lay special stress on what we 
have been doing in the missile field. 
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In the same way I have asked Mr. Rothrock to deal with propulsion 
and Mr. Rhode to deal with construction. 

If you will permit, I will ask Mr. Abbott to proceed. 

Mr. Tuomas. Yes. 

Mr. Assorr. Gentlemen, this will be a brief summary of some of our 
work in the past year in the general field of aerodynamics and within 
the guidelines set down by Dr. Dryden. I would like to talk first 
about some of our work in connection with ballistic missiles research 
and support of the present ballistic missiles programs. 


MISSILE FIRINGS AT WALLOPS ISLAND 


One of our most useful tools for this work has been the use of rocket- 
propelled models which we shoot at Wallops Island and from which 
we have been able to obtain speeds approaching the speed of inter- 
continental ballistic missiles. 

This first chart shows a takeoff of a five-stage model, which is typical 
of those that we are using at the present time. 

Mr. Yares. How big is that? 

Mr. Avsorr. I think the next chart will show this a little better. 
Here we have a larger picture of this five-stage rocket and down here 
[indicating] you can see a man. These are solid propellant rocket 
motors which are rather standard articles. We have had a policy of 
using standard, solid propellant booster rockets insofar as possible and 
we have always succeeded so far with these. In this case the names 
of them will be familiar to you. 

This first one, down here, is the Honest John rocket motor, which 
is a standard Army item. 

Tlie next two are Nike boosters, which are again standard items. 

The next one is a Recruit, a motor which is now in production. 

The last one is a motor called the T-55. 

The use of these standards, solid propellent rockets makes this 
a comparatively inexpensive operation, compared with the use of 
large, liquid propellent rocket motors, which require a great deal 
of ground servicing facilities. Also, the solid propellent rockets are 
obtainable by us, either free of charge from the military or, more 
recently, through purchase. 

What I should have said is that they are production items, mak- 
ing the cost relatively low and the reliability extremely high. An 
interesting figure on this is that out of all of the thousands of rockets 
that we have shot at Wallops Island over the period of some dozen 
years or so, we have had 99.97 percent successful firings as far as the 
rocket motors are concerned. 

This part of the chart shows a typical trajectory in which we have 
plotted altitude in thousands of feet against the range. These scales 
are chosen to show the actual shape of the trajectory. This shows 
the Honest John firing, Nike firmg, and the coast period during 
which it goes over the peak. 

The next Nike firing is followed almost immediately by the Recruit 
and then the last, the T-55, fires, reaching, in this case, a Mach 
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number of 16, or 16 times the speed of sound at an altitude of some- 
thing over 80,000 feet. F 

At this point you will notice that the model is coming back down 
into the atmosphere at a small angle simulating the conditions which 
would exist at the reentry of a ballistic missile. ~ 

This gives us an opportunity to study the —_ stability, and 
other aerodynamic problems of these warheads with this method. 

Mr. Yates. How high is that when the rocket leaves the atmos- 

here ? 

é You have just stated that the rocket comes back into the atmosphere 
but where does it leave the atmosphere? 

Mr. Aseort. This rocket never leaves the atmosphere. In this par- 
ticular case, it reaches a maximum altitude of only 90,000 feet and then 
goes over the top of the peak of the trajectory and simulates part of 
the return of the ballistic missile which does go outside. The ballistic 
missile would be way outside the atmosphere and then come on in. 

Mr. Yates. The thing that disturbs me is, Can you get actual simula- 
tion without leaving the atmosphere ? 

Mr. Assorr. Yes, the most difficult problems on the ballistic missiles 
occur in this general range of altitude and by firing these rockets at 
different times, it is possible to obtain different speeds and altitudes 
with these and simulate different portions of the trajectory as the 
missile returns. As the real ballistic missile returns, I should say. 

Mr. Yares. In terms of metal tests, and other types of tests? 

Mr. Ansorr. Yes, we can simulate all of the factors as they occur, 
on asmall scale. 

‘Mr. Yates. So that the test that you conduct will, if successful, 
ordinarily mean that an actual rocket firing which leaves the atmos- 
phere—in which the rocket leaves the atmosphere—would be a suc- 
cessful one,too? . 

Mr. Assorr. That is true. We have made that type of test. The 
more usual test is made to examine some particular feature to obtain 
some piece of data which the manufacturer of the warhead needs. 

Dr. Dryven. If I may interrupt, Mr. Yates, that will appear later. 
We will show that there is not very much question about getting de- 
signs for a nose cone that will come back. This is an accomplishment 

arallel to the first flight of the Wright brothers. From then on you 

gin to have an engineering compromise job that I think Mr. Rhode 
will speak about a little later on. 

Mr. Assorr. This chart merely shows the speeds that we have ob- 
tained over the years, going back to 1945. At the present time we 
have reached the speed of something like 11,000 miles per hour, which 
is the speed range of the intermediate range ballistic missiles. The 
short dash curve shows plans for this winter and spring when we 
expect to get up considerably higher, and then projecting into the 
future we see no reason why we cannot continue these tests essen- 
tially as in the past with the same general type of solid propellant 
rockets at any speed desired. 

Dr. Drypen. With small models and low expense. You alread 
have a satellite up. We are studying the scientific problem of opti- 
mizing that. 

Mr. Assorr. The problem here is to obtain repeated flights with 
simple hardware to get a mass of data. 





537 


Mr. Yates. Are you doing the same thing that the military does? 

Mr. Asporr. No, the military are not doing this. 

This will give you an example of the type of data obtained. In 
this case, the chart shows measurements at a speed of 14 times the 
speed of sound on the heating of a warhead shape which is shown 


here and also shown in this part of the picture [indicating]. Off 
the record. 


(Discussion off the record.) 

Mr. Yates. Is there a loss of distance or speed as a result of the 
“— of that cone? 

Mr. Asporr. This is a high-drag shape and, consequently, one would 
expect a loss in distance and speed and, more importantly, a loss in 
speed of reentry, impact speed, as it is called. There is an effort to 
keep the impact speed up, of course. In this particular case, the heat 
reduction here is so much greater than for some of the other shapes, 
that it is possible to package the warhead within a smaller diameter 
than would be the case otherwise. This shape has a higher impact 
speed than the more usual shapes which you have seen. 

Mr. Yates. On automobiles? 

Mr. Aspsorr. Yes. 

Dr. Dryven. This looks a little like a protuberance on the larger ob- 
jects. The drag is not as serious as if the warhead were much larger. 

Mr. Agpsorr. This has a higher drag coefficient than a more con- 
ventional one, which would be like this in size [indicating]. 


SHAPES OF WARHEADS 


This next chart shows some of the shapes of warheads that have 
been tested in various facilities. This is one family. We have tested 
these in wind tunnels and by shooting them at high speeds down bal- 
listic ranges and also in flight by rocket-propelled models. This is 
merely one family showing the large variety of shapes that have to 
be tested. 

Many things have to be determined, but the two most important 
things, aerodynamically, are the heating rates, which are very impor- 
tant with regard to survival of the warhead in reentering the atmos- 
phere, and the dynamic stability of these warheads or the tendency to 
oscillate as they return to the atmosphere. 

Too large oscillations would result in problems in connection with 
fusing and in connection with problems of. dispersion. 

In order to compromise the heotine plus the desired stability of the 
warhead together with the desire to get a high impact speed, it is 
necessary to test a very large variety of shapes. As I say, these tests 
are mace over the Mach number ranges corresponding to the re- 
entry Mach numbers at both supersonic and subsonic speeds, in both 
free flight and in special group equipment, and by means of —— 

Mr. Yates. Which shape did you finally select as being best for 
your purposes ? 

Mr. Assotr. This is a compromise which depends upon the missile 
and we do not select the shape. It is selected by the missile manu- 
facturer. It is done in connection with the military after considering 
all of these problems. 

Consequently, you will find that the various missiles use various 
shapes—— 
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Mr. Tuomas. As a matter of fact, this is one of the outstanding 
accomplishments of the Committee, is it not? 

You came up with a general study. 

Mr. Assorr. We came up with a general idea of making them blunt 
to keep the heating down. 

Mr. THomas. T hey had been using them pointed, have they not? 

Mr. Apsorr. The previous concepts were pointed. 

(Discussion off the record.) 

Dr. Drypen. You can answer Mr. Yates’ question directly if you 
talk about the total amount of heat that you have to deal with and 
look only at that factor. 

If you consider other aspects of the problem, you may have to 
accept a larger amount of heat in order to get the advantage of a 
higher reentry speed, which means that the wind does not affect it 
quite as much, and you never know what the wind over the target 
is going to be, so that you like to make it come in as fast as you can so 
that the wind does not affect it. The countermeasures do not have 
as much time. It is a compromise between the amount of heat that 
you feel should be there and what the stability and drag are. 

Mr. Yates. To an uninformed person like myself, I wonder, in 
view of your explanation, why you use the needle on your various 
X ships rather than a blunt front. 

Mr. Azporr. These are relatively slow vehicles. 

Dr. Drypen. Actually, the faster ones have rounded leading edges 
on the wings of very special material and the nose shape takes some 
treatment. 

Mr. Yates. As I remember your explanation last year, your X ship 
had razor wings. 

Dr. Drypen. The X-3 was a much lower speed. Yes, we are now 
up 1 or 2 factors. 

Mr. Yates. As you increase your speed you blunt the edges more? 

Dr. Dryven. In order to live with the heat. 

Mr. Yates. Then you give up some of the speed ? 

Dr. Drypen. In order to be able to keep the edges from burning 
back and destroying the thing. 

Mr. Vourseitu. I would like to ask a question at this point for my 
own information. In order to get the explosive effect of an atomic 
warhead and to keep it from burning out in the atmosphere, you 
have this heat problem, and if you did not return it to the target with 
its full force and effect the destructive effect of the explosion would 
be nil; is that right ? 

Mr. Assorr. The warhead has to be protected from the aerody- 
namic heating so that it is intact until the explosion. 

Mr. Tuomas. Mr. Vursell is talking about two separate and distinct 
things. The power of the warhead is separate and distinct from the 
delivery device. 

Dr. Drypen. As to the effect that you want to produce, the tem- 
perature, I believe, does not enter into it unless you actually physically 
damage the warhead in some way. You must protect the warhead 
from these very high temperatures, otherwise it would be physically 
damaged. 

Mr. Tuomas. So what you are concerned with here is your delivery 
vehicle and not the old punch thing itself. 
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(Discussion off the record.) 

Dr. Drypen. Mr. Chairman, we have assumed we can take out the 
classified things. 

Mr. Tuomas. That is right. You are the judge of what should be 
in and what should be out. 

Mr. Axzsorr. Most of our work until the middle of last year in con- 
nection with ICBM warheads was in connection with the data needed 
for what might be called the first generation of warheads for missiles. 
We are now looking forward to the data needed for the next generation 
of more refined missiles. 

( Discussion off the record.) 

Mr. Axszorr. This chart shows an example of the use of ground 
facilities in the study of warheads. Here we have the Atlas nose cone 
being studied. It is fired into a special wind tunnel and the speed of 
the model is 15 times the speed of sound. This photograph permits 
density variations to be shown. You can see the shock wave. This 
permits an understanding of the flow that is taking place so that 
modifications can be made. 

(Discussion off the record.) 


POLARIS MISSILE 


The Polaris missile, as you know, is to be shot from under water, 
from submarines. This shows what we have been doing about shoot- 
ing it up from underneath the water by means of air charges. These 
pictures are not very clear. The surface of the water is here. In this 
case a missile is just projecting through the surface. Here it is up in the 
air. Here it is up in the a air at a considerable distance. 

( Discussion off the record.) 

Mr. Ansorr. This is a model of the same nose cone that the Presi- 
dent showed in his television program. 

Dr. Dryven. This is just the front part. What the President 
showed was the dark part. 

Mr. Tuomas. That is not the cone we are using now ? 


JUPITER MISSILE 


Mr. Azzorr. This is a model of the Jupiter. 

Dr. Drypven. The Jupiter is an intermediate range missile that is 
slower and does not have to be quite so blunt. 

Mr. Assort. It is only a 1,500-mile missile. 


Mr. Tirromas. The less speed the more point, and the more speed 
the more blunt. 


SATELLITES 


Mr. Asszorr. Last year we showed you the satellites. You can see 
here an inflatable 12-foot sphere and an inflatable 12-foot radar re- 
flector, and also the same objects when packaged, and you can see 
about the size of them judging from the man’s hand. 

The purpose of satellites such as this is to get an accurate measure- 
ment of the air density at these very high altitudes, because the light 
weight will quickly give you a measure of the drag when in orbit. 

This one here, made like a radar reflector, would serve the purpose 
of calibration of extremely long-range radars. 
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Dr. Drypen. I might mention here that there is under discussion 
and of serious interest to people doing the hardware of these programs 
the thought of putting up a sphere of this type 100 feet in diameter. 
This. would reflect sufficient brightness from the sun to be seen. But 
that is not the main object. The main object is to study it for com- 
munications. It would be necessary to get it higher than the pres- 
ent satellites or it would not stay up long enough. But if you can 
put a 100-foot sphere 2 or 3 times the height of the present Ex- 
plorer, the communications people can do some good tricks. 

Mr. Tuomas. It will not be able to carry any instruments inside? 

Dr. Drypen. It would carry nothing. It is just a reflector. 

Mr. Yates. That was the subject of an article I read last week. 
Somebody conceived the idea of using a large space mirror as a 
weapon. 

Dr. Drypen. This is just an inflated sphere and is very easy tech- 
nically todo. When that will materialize, I do not know. Perhaps 
in the next 2 years such a thing might be put up. At present it is 
oy in the talk stage. : 

Mr. Yates. Is the purpose to reflect the suin’s rays ¢ 

Dr. Drypen. No; the purpose is communication. Radio does not go 
very well around the curvature of the earth. This would put up an 
object you can use as a reflector and get around the curvature of the 
earth. 

Mr. Tuomas. The presently designed satellite contains a multi- 
plicity of instruments and is for a different purpose ? 

Dr. Drypen. That is right. 

Mr. Assorr. It has been speculated you would want to have several 
of these. 

Mr. Yates. How do you anchor them ? 

Mr. Asgorr. You do not. 

Mr. Yates. You do not? Then you have to find a certain time for 
banking your waves? 

Mr. Assorr. If you have 4 or 5 of them up you use one and jump to 
another. 

Dr. Drypen. You can put it in space so that it travels all the time. 
It has to be the right distance and travel at a speed that just keeps 
up with the speed of the rotation of the earth. 

Mr. Tuomas. How will you inflate it? 

Mr. Axnsorr. The thing is packaged in small packages, such as you 
see here. These actual ones fold up. They carry a little air bottle 
along with them. 

Mr. Yates. Like the rafts aviators use? 

Mr. Aspotr. Yes. They are triggered to inflate it, and then the bot- 
tle is ejected from it and the thing is left open so that the air escapes 
so that it would not explode, and since there are no forces up there it 
just maintains its shape. 

Mr. Tuomas. When is it fired from the rocket and when does it 
begin to inflate? 

Mr. Apport. It is fired from the rocket after the rocket is in orbit. 

Mr. Tuomas. In other words, it does not begin to inflate until it gets 
in orbit? 

Dr. Drypen. And moving at this very high velocity. 
Mr. Yates. Can you eject it by ground control ¢ 
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Dr. Drypen. No. The Explorer leaves the last-stage rocket with the 
satellite, but the Vanguard separates the last-stage rocket from the 
satellite. When the Vanguard sphere is ejected, this is ejected. 

Mr. Yates. Do you have a two-way communication with the satel- 
lite? 

Dr. Drypen. We do not have any on this. 

Mr. Yarrs. Do you have communication from the satellite to the 
earth ? 

Dr. Drypen. You have it for as long as the battery works. After 
that it is through. 


ANTI-ICBM MISSILES 


Mr. Axssorr. Earlier I mentioned the problems of anti-ICBM mis- 
sile. We have been studying these very intensively within certain 
areas. This is a collection of models of possible antimissile missiles 
that have certain aerodynamic characteristics. These missiles have 
to be ready to fire immediately, because the time between interception 
and the time you can fire the missile is very short. They have to be 
very fast because the missile coming in is very fast. They have to 
penetrate the atmosphere and have good maneuvering characteristics 
in the upper reaches of the atmosphere. That means the speed has 
to be very high to be able to maneuver under these conditions, or the 
maneuvering has to be done by deflecting a rocket which is still run- 
ning. Both of these solutions have certain problems. These models 
are based on having the missile very fast so that even in the upper 
reaches of the atmosphere the air pressures would be such as to permit 
aerodynamic maneuvering. 

This [indicating] is very similar to the Hercules which has received 
the go-ahead. This one here is so much like the Hercules you cannot 
tell the difference from the picture. 


X-—15 RESEARCH AIRPLANE 


This is a picture of the mockup of the X-15 research airplane. Dr. 
Dryden has said about everything needing to be said about it. We got 
into this from a resolution of our Aerodynamic Committee passed 
in 1952. The resulting research and study led to the conclusion it 
would be possible to build a vehicle such as this as an exploratory 
vehicle to study the problem of return from space into the atmosphere. 
‘That airplane will probably fly about 1 year from now. Three of 
them are being built at the present time in a cooperative program. 

Mr. Tuomas. What is the speed of that ? 

(Discussion off the record. ) 

Mr. Axsporr. The controls are both aerodynamic controls for use 
within the atmosphere and small rockets for use outside the atmo- 
sphere. 

Mr. THomas. How will the plane take off? 

Mr. Azsporr. By being taken aloft by a mother plane, the B—52. 

Mr. THomas. To what altitude, 30,000 feet ? 

Mr. Assorr. Over 30,000 feet. 

Mr. THomas. Will it be able to land itself? 

Mr. Asrorr. Yes. It is dropped from the mother airplane. As it 
is dropped it is accelerated to speed and goes into a trajectory into 
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a range that has been set up ending at Edwards Air Force Base in 
California. 

Mr. Tuomas. How long will it be able to fly on its own power? 

Mr. Assorr. The duration of the power will depend on whether it 
is full throttle or not. Then it coasts. 

Mr. Tuomas. At what altitude will it be dropped, 30,000 feet ? 

Mr. Agsorr. It will be dropped in excess of 30,000 feet. 

Mr. Tuomas. And it will not acquire more altitude ? 

Mr. Axssorr. Yes, then the rocket is fired and it climbs and is 
capable of reaching very high altitudes. The altitude will be limited 
not by the altitude which the propulsion system is capable of giving 
it, but by the altitude from which a safe reentry can be made. 

(Discussion off the record. ) 

Mr. Yates. This is aspaceship ? 

Dr. Drypen. Yes. 

Mr. Tuomas. What will the pilot be doing all this time? You 
have to preserve the pilot as oll as your plane. You have not men- 
tioned your pilot yet. 

Mr. Asgorr. We are not inclined to put pilots in there and lose 
them. Incidentally, the piloting problem is not as tough as it sounds. 
He will be faced with new situations and these are being tested by 
ground simulation, and the piloting task, in itself, is not unduly 
severe. 

Dr. Drypven. One interésting aspect is that the electronic equip- 
ment is almost as sensitive as a man. You have to refrigerate the 
electronic equipment, and the load you have to put in to take care of 
a man is just about half what you need to take care of the elec- 
tronic equipment. 

Mr. Tuomas. Have not recent developments made this obsolete 
before you take it off the ground ? 

Mr. Axssorr. I do not think so, because whether we send space- 
ships or anything else to the moon or anywhere else, sooner or later 
man will want to go there. This is the first step into space for a 
man in a vehicle which he can control and reenter in a safe and 
logical manner. 

Dr. Dryven. I think Mr. Thomas is asking about the military appli- 
cation of such things. There is a solid military application of satel- 
lites, namely, gathering intelligence and communications. When you 
go beyond that we are in the same position we were in World War I 
when it was said airplanes were only good for reconnaissance and 
taking messages. Later on they started shooting at each other and 
carrying bombs. 

We are studying various concepts. One of our young men, for 
example, thought there would be a military application of what he 
called a semisatellite, one that just goes around the earth once. You 
take off, go into outer space, and land at the place from which you 
started. He thought this would be a fine kind of airplane. 

Mr. Tuomas. This would be ancillary from a military point of view 
to the missile ? 

Dr. Drypen. It would be an adjunct. 

Mr. Tuomas. And would not be a substitute for it? 

Dr. Drypen. No. The magnitude of the payload you can carry on 
a ballistic missile is not nearly the capability of manned aircraft. 
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Missile designers think they are going to advance their art and remedy 
this. They are going to build ter boosters and better guidance 
systems, and they hope eventually the missile can come up to manned 
aircraft in load-carrying capacity and accuracy. 

There is another thing that worries missile designers. After you 
start a missile on its way you cannot call it back. When you start a 
manned aircraft on its way you can call it back, but once you push the 
button and start a missile it is gone. Some military men think about 
that. They know in future wars they will be spoofed many times. 
They would like the possibility of having a little time for investigation 
and being able to call the dogs off if there is a mistake. 

So most of us feel that while the number of bombers may decline, 
you are always going to have both a 

Mr. Yares. Then you do not look for the day when you have push- 
button warfare? ; 

Dr. Drypven. To be facetious, you read in the paper there is still 
bow and arrow warfare. This airplane is simply a research tool to 
see what a man acts like when he does not have gravity on him for a 
few minutes and so on. This is to develop knowledge and not to be 
@ military weapon system. 

Mr. Yares. Where are the appropriations coming from for this? 

Dr. Drypen. This is in the ae Force. We are going to operate 
the range but it was actually built by Air Force funds. 


NACA ACTIVITY IN FIELD OF MISSILES 


Mr. Tuomas. Put your finger on the present activities on the part of 
NACA in the field of missiles. That 1s the hot thing right now and 
that apparently is where we are behind, When I say d,it means 
raat y is in front of us, and apparently the Russians are in front 
of us. 

Dr. Drypen. The Russians are ahead of us in the demonstrated 
application of knowledge to satellites, 

Mr. Yates. Which has been our field. 

Dr. Drypen. Their knowledge of the subject is one which is de- 
batable. They chose to take their military boosters and put up a 
satellite project of high priority, At the time we had a very small 
number of engines and the decision was made to tackle the satellite 
project outside of our ballistic missile program and. not use the hard- 
ware. Looking back we can say we made the wrong decision because 
of the tremendous psychological impact of what.the Russians decided 
to do. Whether we made a technical mistake, I cannot say. 

Mr. Tuomas. I was not referring to the satellite. I was referring 
to the field of missiles generally, 

Dr. Dryven. They have built larger rocket motors. Whether they 
have any more knowledge to build large rocket motors than we have, 
I cannot say. 

Mr. Yares. The fact is they have them ? 

Dr. Drynen. The fact is they have them. 

Mr. Vursetu. Is it not a fact that they had a big start. on these 
rockets with V-1 and the V-2? 

Dr, Dryven. So did we. 
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Mr. Vursext: But we did not do anything about it, and they did 
something about it 4 or 5 years before we did, with the result that it 
is entirely possible that while they had the power to put up a big 
satellite, that in the overall program of this type of science we are not 
necessarily behind and may be much wider in our knowledge than 
they are? 

Dr. Drypen. It is a debatable question. We do not have sufficient 
knowledge to be sure we are ahead or to know we are behind. We cer- 
tainly should not assume we are ahead. 

Mr. Yates. In demonstrated applications of missilery by the United 
States and by Russia, have they shown they have as much knowledge 
as the United States in the field of missiles? 

Dr. Drypen. This we assume but do not know completely because 
we have not had hold of one of their missiles to take tt apart and see 
how it is made. 

Mr. Tuomas. In times of war what counts is what does damage, 
and we do not have them and it is a pretty good bet they do have 
them. 

Dr. Drypven. I think from what I know about the program that 
our program is now moving very rapidly. I made a little talk in 
New York in which I made this point. The spoken and written word 
is very powerful. If you-are a lawyer and plead a case, when you 
are through the court makes a decision and it is implemented right 
away. You have arguments and discussions in technical matters and 
somebody makes a decision that this is an important aspect, and once 
the decision is made you cannot wish missiles into being. It takes 
2 or 3 years. 

Mr. Tuomas. You cannot buy them out of a Sears catalog. 

Dr. Drypen. You cannot buy them off the shelf. We made some 
decisions to do something about satellites, but it will take a period 
of 2 or 3 years. 

Mr. Yates. When were the decisions made? 

Dr. Dryven. The first one made was to ,use,the Jupiter te put up 
the satellite. The Jupiter had a long background. 

Mr. Yates. But the first decision made was not to use the Jupiter 
but to use the Vanguard. 

Dr. Drypen. This was before the Russians had demonstrated their 
capabilities. 

Mr. Tuomas. Put your finger on something that the National Ad- 
visory Committee for Aeronautics is doing in the field of missiles and 
rockets. The satellite is fine, but the satellite is not. going to destroy 
any country and the missiles will. Therefore, our interest is in mis- 
siles. What has the Committee done in the field of missiles? 

Dr. Drypen. The Committee did the basic work which was ap- 
plied by designers in both the Atlas and the Jupiter in nose-cone 
design. 

Mr. Tuomas. We have already emphasized and reemphasized the 
nose. That is only one part of it. What about the power of the 
engine itself? We are behind, are we not? Go ahead and finish your 
presentation, Mr. Abbott. 

Mr. Yates. The parade through Moscow, pictures of which ap- 
peared in the papers some iia ago, showed the Russian ICBM 
missile, if it was an ICBM missile, had a pointed nose. 
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Dr. Drypen. That. was simply a missile of a few hundred miles 
range comparable to our 2. 

Mr. Yates. Are the Army missiles so huge? 

Dr. Drypen. Yes, sir; did you ever see a Redstone? They are 
tremendous, 

Mr, Voursexx, Off the record. 

(Discussion off the record.) 


X-15 RESEARCH AIRPLANE 


Mr. Azssorr. The question was how does the X-15 fit into the pic- 
ture? This chart gives an idea. We have here a satellite orbit, and 
an ICBM trajectory and then something to show the path of a rocket 
glider which might be like the X-15, only something that went farther, 
in this case about 5,5V0 miles, and in case you made it go faster, again, 
it would have the capability of going ail the way around the 
and it, too, becomes a satellite vehicle, 

So, there is a great deal of interest in the military in this type of 
operation. 

Mr. Tuomas. Who is building the X-15? 

Dr. Drypen. North American. 

Mr. Tuomas. How much is it costing? 

Dr. Dryven. It is of the order of magnitude of $80 million. 

Mr. Tuomas, And, it is financed out of Air Force funds? 

Dr. Drypen. Yes, sir, and out of Navy funds. 

Mr. Tuomas. Where is the North American plant located? 

Mr. Aszort. They are making it at Los Angeles, at a factory near 
the airport, 

Mr. Tuomas. Right there on the coast? 

Mr. Angorr. Yes, sir; right at the international airport. 

Mr. Tuomas. The Russians would not have to have a 1,500-mile mis- 
 sile. gull they need is one launched from a submarine that will shoot 
15 miles. 

The only thin smporating the factory from the ocean is about a 
150-foot strip of beach ; is it not? 

Mr. Assorr, That is essentially right. 

ae Tomas. rat we ek mas pease sAgO and isolation, and 
building plants underground and dispersal. 

Mr. Dunc We toe hae sateeivets studying configurations like 
this [indicating] to determine their feasibility. This is.only one 
typical configuration for making these rocket gliders. 

0 give you an idea of how these things. grow, I have some illus- 
trations here. I think all of you remember the X—1, which was the 
first research airplane. These models are built to scale. There [in- 
dicating] is the F-100, showing that the original research airplanes 
were very small things. 

Here, indicating ts a model of the X—15, and this illustrates the 
fact that it is getting bigger all the time. 

Here [indicatin Tis a model of one configuration of a hypersonic 
glider which iol be capable of a top speed of on the order of 18,000 
feet per second. The black is the machine itself, the grey represents 
the booster and this [indicating] shows how it ee start off from 
the ground like that, and the boosters would drop away and then it 
would glide. 
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Dr. Drypen. This, by the way, is also a low-speed craft. 

Mr. Axporr. This thing has a landing gear and is intended to land 
like any other airplane. That is the idea. With a little more speed 
in this thing, but not too much more, it would go all the way around 
the earth, and at this point [indicating] the mechanics of the thing 
are such that with little more speed it will go around the earth 2 or 
3 times. Then you have a satellite which is capable of returning to 
earth and gliding great distances before landing. 

Mr. Evrns. You would have to add on another booster in order to 
do that; would you not ? 

Mr. Assorr. Yes, sir. 
~ Mr. Tomas. What isthe power on the X—15 machine? 

Mr. Azsorr. It has 60,000 pounds of thrust. The power depends 
on the speed at which it is operating. 

Mr. Yates. Whatever happened to the dihedral principle? 

Mr. Assorr. The apparent dihedral is frequently going the other 
way now. The mere fact that the wings are swept back gives a lot 
of effective dihedral, and sometimes in order to compensate for it, the 
wings are actually drooped down. 

Mr. Yates. Like the rudders on this one? 

Mr. Apport. Yes. 

(Discussion off the record.) 


WS—110A, THE AIR FORCE CHEMICALLY POWERED BOMBER 


The final thing T want to talk about is this weapons system 110A— 
the chemical bomber. During a large part of the year we had a con- 
siderable effort on this machine to try to get the performance that is 
needed if they were going to go ahead with it. 

As you know from reading the papers, the award was made to North 
American, and in order to give you some idea of the problem involved 
here, we have prepared this next chart which plots the lift-to-drag 
ratio against the Mach number. 

(Discussion off the record. ) 

In order to do this, and obtain this range, the aerodynamic efficiency 
desired is along in here (indicating) at'this Mach number. 

The efficiency for the B-52, which is very high at low speeds, is 
shown here, but it drops off ‘precipitously as the speed of sound is 
approached. The B—58 is shown to be much lower at low Mach num- 
bers, but to retain a reasonable amount of aerodynamic efficiency at 
the higher Mach numbers. 

We had to have this (indicating) aerodynamic efficiency. We and 
the Air Force and others believe it can be done, and a contract has been 
let to go ahead with this airplane. 

Mr. Tromas. What is the speed of the B—58? 

(Discussion off the record.) 

Mr. Tromas. What isthe speed of sound ? 

Mr. Azssorr. About 660 miles an hour. 

Mr. Tuomas. Is that atsea level? 

Mr. Aneorr. Atsea level it would be about 760 miles an hour. 

(Discussion off the record.) . 

Mr. Yarrs. When you say you are doing it, and that this is a three- 
way job, does this mean that only the NACA is doing it, or are there 
other contractors working on it? 
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Mr. Anzorr. There were two companies working on this extensively, 
Boeing and North American. They were working on it in the sense 
of catia preliminary designs and trying to figure. out: the best way 
to put everything together. We were working on. it, to ee aero- 
dynamic information for them to use in their desi » using 
the same information, you see, came up with two different configura- 
tions. I cannot tell which one is better than the other. 

Mr. Yates. The Air Force worked on it also; did it not? 

Mr. Asporr. Yes,sir. The Air Force selected the contractors. 

Mr. Tuomas. Has this plane actually gone into production yet ? 

Mr. Anzorr, No,sir. The contract has just been let for the design 
of the aircraft. 

Dr. Drypen. The decision to go ahead with it was made in about 
January. 

Mr. Tuomas. How long will it take to put. it into production, and 
how long would it take to get.a Pls om aircraft after it has gone 
into production ? 

It will take at least 3 years or more; will it not? 

Dr. Drypen. It will probably take 4 or 5 years. 

Mr. Asporr. It will take 4 or 5 years, and probably longer than 
that to get it into squadron service. 

Mr. Yates, Is the B-47 obsolete now ? 

Dr. Drypen. Not yet, or until we get some B-58’s in the inventory. 

Mr. Yares. In other words, you keep what. you have—— 

Dr. Drypen. Until you have naeiiiae to take its place. 

Mr. Tuomas. That which you have in being is what counts? 

Dr. Drypen. Yes, sir. 

What you have is a lot of B-47’s in being. 

Mr. Assorr. With reference to the B-58, it was the best thought at 
the time this was started to cruise at below the speed of sound where 
the efficiency is greater, and at the same time have supersonic capa- 
bility. 

When you do that, you spoil it both ways, and I think this figure 
indicates that to you. As a subsonic airplane it is only about half 
as good as a B—52, and as a supersonic airplane it is only one-half 
of what we think could be done now if it were all supersonic. 

This involves the old question that you cannot make an airplane 
which is good for everything. It has to be designed for a specific 

urpose. 
F Mr. Tuomas. What is your payload? What you have in mind is 
the best plane possible at a certain payload; is it not ? 

Mr. Assorr. The payload is specified 

Mr. THomas. I mean it is designed for that purpose ? 

The thing you have in mind is the payload, is it not ? 

Mr. Assorr. Yes; and to go a given distance with this payload. 

Mr. Yates. With a given speed r 

Mr. Ansorr. Yes. 

Mr. Yates. What is the advantage of this over a missile? 

Dr. Drypen. The accuracy with which you could put this payload 
on the target is better. 

Mr. Yates. You have 5 years in which to make this come true, and 
the missiles people have 5 years in which to improve their targetry, 
and hitting capability also, 
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Dr. Drypen. You are right. 

Mr. Yates. So, you are right in a race with them, are you not? 

Dr. Drypen. Mr. Yates, we are not in a race; we are trying to ad- 
vance both of these as rapidly as possible. 

Mr. Yates. Except for the fact that I understand NACA is ad- 
vancing the theory that the missiles people are way behind the 
manned aircraft people at the moment. 

Dr. Drypven. One thing they cannot change is the wind conditions 
over the target. They cannot predict that accurately. So, there 
would be a certain scatter due to the wind. How much depends upon 
the detailed design of the warhead, and then there is this whole ques- 
tion of guidance. 

The people working on it are quite confident they can make gyro- 
scopes which they can point in the same direction with a much greater 
precision than those they have now. 

Mr. ‘Troms. What Mr. Yates suggested is simply that the plane 
is obsolete before you get it built, if it takes 3 to 5 years to build it, 
and there is no telling what the missiles people will come up with at 
that time. 

Dr. Drypen. The missiles people would also take perhaps 4 or 5 
years. 

Mr. THomas. And when they get through, they would have some- 
thing far superior to this, will they not? 

Dr. Dryven. This is like the gun-armor question. 

Mr. Yartrs. What is the estimated cost of this as compared with 
a missile now with the same destructive capacity? What will this 
airplane cost ? 

Dr. Drypven. I do not remember the exact cost of it, sir. 

(Discussion off the record.) 

Dr. Drypen. The airplane can come back and go out again several 
times, but’a missile goes out only once. 

Mr. Tuomas. What does a missile cost ? 

Dr. Drypen. The estimates are in the neighborhood of $2 million 
or $3 million, as I recall, but you throw it away every time. 

Mr. Anzorr. I think it should be made perfectly clear that it is 
not our job to tell the military what weapons systems they need with 
which to do their job. It is our job to get the technical information 
on which they can decide what weapons systems they can have, and 
they themselves decide what ones they need to do their job, and they 
have decided at the moment that they need this weapons system. 
So, we helned them out with it. They decided they needed the bal- 
listic missile, and we helped them out with that. 

Mr. Tuomas. A production contract has not been let for this plane 
as vet? 

Mr. Anporr. No, sir: the production contract has not been let as yet. 

Dr. Dryven. It has not been completely designed. 

Mr. Yates. When did the Air Force tell you it wanted this plane? 

Mr. Aszorr. We have been trving to get this airplane for several 
years now, and every time they tried to get it, it was technically impos- 
sible at the time. Just about a year ago this time they decided it was 
worth another try, and we worked pretty hard and they have let a 
contract for the design of it. 
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It has been an “on-again, off-again” thing. It has been going on 
ever since shortly after the B-58 contract was let, and every time a 
proposal came in it obviously would not do the job, and so there was no 
contract. 

Mr. Tuomas. This is a safety valve with the Air Force; is it not? 
They cannot afford to throw it out the window, and they cannot afford 
to buy all missiles, and they cannot afford to buy allthis. Itis asafety 
valve; is it not? 

Mr. Vicrory. Mr. Chairman, the Air Force is constantly trying to 
get aircraft and missiles beyond the capability of the industry’s know- 
how to produce them. It is our job to help them obtain the scientific 
know-how. 

They are on the job, and they always want something to push the 
industry more and more and more. 

Mr. ps Off the record. 

(Discussion off the record.) 


Prorutsion Systems 


Mr, Tuomas. Do you haye any charts showing what have been the 
NACA efforts in the field of missiles? 

Dr. Drypen. Yes, sir; we have charts showing the aerodynamics 
side and Mr. Rothrock will speak on the propulsion powerplant side, 
such as the rockets, and so forth. 

Mr. Rornrock. The powerplants are not particularly easy to show 
in charts because there is apt to be little apparent variation in power 
plants which are actually quite different. 

I would like to go through a brief analysis to give you some idea 
of the powerplants we are working on, why we are working on them, 
and what our objectives are. 

For any vehicle flying above the earth’s surface, either in the air, or 
outside the air, the only means we have to propel it forward is to throw 
something off the back; the easiest thing to throw out the back is a 
gas which we term the “working fluid.” 

With a propeller powering an airplane the propeller blows air, a gas, 
backwards, and so propels the airplane forward. In this case the 
gas does not go through the vehicle’s engine. 

With the jet engine we suck air into the engine and burn it with 
the fuel. This operation heats the air, and it is discharged from 
the engine at a high velocity. The acceleration to this velocity gives 
the propelling force on the airplane, 

As long as we are in the earth’s atmosphere, we will, in general, use 
the aim as our working fluid and burn our fuel with it.. About one- 
fiftieth of the mixture is fuel, and the rest is air. 

If we get outside the earth’s atmosphere, we can no longer use the 
air as the working fluid; we have to carry all the working fluid with us. 

We come to the rocket, although the operating principle is still the 
same. Just to make a very simple picture of the rocket—and I do not 
draw these things very well—we carry the fuel and since we do not 
burn air we must carry its equivalent with us. We call this material 
the oxidant. We burn it in the combustion chamber [indicating] 
and the hot exhaust gas is accelerated and discharged from the nozzle. 
Since we have increased the velocity of the exhaust gas, a force is 
produced which drives the rocket forward. 
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I could produce the heat to accelerate the gas by burning, or I could 
roduce it by passing the working fluid through a nuclear reactor. 

here is a very simple relationship in regards to this force or thrust. 
The force tending to move the rocket forward is equal to the pounds 
per second of gas that comes out the rear, times the velocity with which 
1t comes out. 

All flight over the earth’s atmosphere works on this principle. 

In the engine, then, we have to carry something that we accelerate 
and discharge out the back. This means we have to carry the ma- 
terial we are going to discharge and also we have to supply it with 
energy to increase its velocity. 

May I emphasize this point: There is a widespread opinion that 
if — have nuclear energy we can fly forever. We cannot fly at all 
unless we carry something that we accelerate and discharge out the 
back. When we run out of this working fluid we no longer have a 
means of propulsion. 

Just to look at the rocket briefly—and this is the liquid rocket— 
we have our fuel here [indicating]. It can be one of several things. 
I will go into that later. We have the oxidant here, and by means 
of turbines and pumps we force the two of them into this chamber 
where they burn. When that is done it causes the temperature to go 
up, and that causes the exhaust gas to go out here accelerating to 
a high velocity. This velocity, if this were a solid rocket, would be 
of the order of 6,000 to 7,000 feet a second. If it is a liquid rocket, 
using gasoline or kerosene and oxygen, it would go out at about 8,000 
feet per second. 

Mr. Tuomas. The heat-producing element of the engine is just a 
part of it; is it not? 

Mr. Rornrock. That is right, sir. 

Mr. Tuomas. So, the atomic energy part of it is just a part of the 
operation. You have to have the substance which you are going 
to throw out the back? 

Mr. Rornrocx. Yes, sir. 

Mr. Tuomas. So, it is a misnomer. Just because you have a rocket 
that is powered by atomic energy, it does not solve all of your prob- 
lems. It will solve only about one-half of them, or one-third of 
them. 

Dr. Dryven. I hope this is clear enough, because you evidently have 
grasped that point, and it isa very important one. 

Mr. Yates. And on a nuclear submarine they heat water and the 
steam comes out, which is the propulsion. 

Dr. Drypen. And the submarine has a propeller which forces the 
water backward. 

Mr. Rornrock. If this were a nuclear-powered rocket, instead of 
requiring two fluids, the fuel and the oxidant, I would need only one 
fluid; I would simply pass the one fluid over the reactor, it would be 
heated by the reactor and accelerated and discharged out back. 

Now, our current limitation in the thrust produced is the tempera- 
ture to which we can go. If we do this by burning, the temperature 
to which we can go is determined by the combustion temperatures. 

There is another simple relationship I want to discuss with you; 
that is that the discharge velocity of the gases, the working fluid, 
equals some number times the square root of the temperature over 
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the molecular weight of the discharged gas. This exhaust gas con- 
sists of molecules. If you burn oxygen with kerosene you produce 
carbon dioxide and water, The molecular weight of water is 18, and 
the molecular weight of carbon dioxide is 44. 

In order to get this velocity high we want this molecular weight 
lower, and this temperature aie If we get the temperature by 
burning, the highest we can go is the combustion temperature of the 
materials we are using for fuel and oxidant. With our current solid 
rocket this temperature is about 5,500°. With our current liquid, it 
is also about 5,500°. Using some of the higher energy fuels, say, 
hydrogen and fluorine, we could run this temperature up to 7,000° or 
$.000° and in addition lower the molecular weight to about half the 
previous value. In combustion rockets the material of which the 
rocket is made would not have to withstand this combustion tempera- 
ture because the temperature is formed inside the burning gas. How- 
ever, in the nuclear rocket the reactor itself has to go to the high tem- 
perature because we heat the gas by passing it through the hot reactor. 

That means that currently we cannot get these higher temperatures 
and instead of talking between 5,500° and, say, 7,000°, I will talk 
between 3,500° and 5,500°, to stay on unclassified matter. We will 
not go into details. 

Mr. Tuomas. You can go into great detail as to how you are going to 
do it, and not a word would get out from this side of the table. 

Mr. Rornrock. On the other hand, for the gas that I throw out the 
back with the nuclear rocket, I do not have to use something ‘that I 
can burn. So, I use a light gas, say, hydrogen or helium. Hydro- 
gen has a molecular weight of 2. I have lowered the temperature 
somewhat but I have lowered the molecular weight a lot, with a re- 
sulting higher velocity. 

With our current solid rocket; the discharge velocity will be about 
7,000 feet a second. With our current liquid rocket, it will be about 
8,000 feet a second. Burning fluorine and hydrogen the value would 
be about 12,000 feet a second. Using the figures given the nuclear 
rocket would be somewhere in the order of 24,000 feet a second. 

Therefore, for the same pounds per second discharged here [indi- 
cating] I get twice the thrust and here [indicating] I get three times 
the thrust. 

The chemical rocket thrust is dependent essentially on the mate- 
rials you burn. In the nuclear rocket the thrust is dependent on the 
temperature to which you can heat the reactor. 

Now, for a very short summary on the things we have discussed. 
We have to have the gas that we discharge out the back, and we call 
this gas the working fluid for want of a better name. 

We have to have the energy to accelerate it to the discharge velocity 
so we have to have the powerplant to carry through these processes. 
We have to have the materials with which we build the powerplant 
and some other auxiliaries. 

Our working fluid is either air, if we are inside the earth’s atmos- 
phere, or nonair, if we are outside, in which case we have to carry 
it with us. Our energy source is either a chemical reaction, or a 
nuclear reaction. We might use energy from the sun, calling that a 
nuclear reaction. However, that is quite considerably in the distance, 
based on our current knowledge. The powerplant transforms this 
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energy into heat or electricity. I have not mentioned the electricity 
: previously... We have put this heat’ or electricity into the working 
| fluid in a manner which will cause this working fluid to accelerate. 

The powerplant then does three things: Tt transforms the chemical 
or nuclear energy into heat or electricity, and it transforms the energy 
to the working fluid, and then accelerates the working fluid. 


POWERPLANT MATERIALS 


Coming to the materials of which the powerplant. is made, T have 
. listed metals, ceramics and plastics here [pointing]... By lubes I mean 
;| the lubricants such as oils and greases. I will not discuss the heat 
) transfer fluid. 





POWERPLANT FUELS 





We will look at the specific ingredients which we use for the fuel. 
In choosing these chemicals, we go to a periodic chart, and I think 
you men probably have seen the periodic chart before in your chemistry 
class in high school. 

We have some 100 elements with which we can work; there are no 
more. 

We want to use the right elements to get low molecular weight and 
high combustion temperature. That means we would like to burn 
hydrogen, lithium, boron, and carbon with oxygen or fluorine. 

In nature, most of our fuel is either the carbon of the coal, or the 
hydrocarbon of petroleum. 

:} Even though we make the fuel, we do not have many choices in the 
elements we use, although the combinations of them are quite numer- 
ous. We want to use oxygen or fluorine as the oxidant. Fluorine is 
a very dangerous and very toxic gas. However, it happens that the 
; most energy is released if we burn hydrogen with fluorine. 

If it were a nuclear reaction, we use heavy elements such as plu- 
tonium or uranium or the lightest elements such as hydrogen. e 
number is very limited and the difficulties to be overcome large but the 
uses to which we can put the nuclear rocket are very great. 

The solid propellants, fuel plus oxidant, currently used, do not give 
the same thrust per pound as liquid propellants. We do not know 
how to get as much of the light elements in the solids. The struggle 
is to get as much thrust from solid propellants as liquid propellants 
by going to the lighter elements—hydrogen, lithium, or boron—and 
have less carbon. 

This is what we are trying to do. We use solid fuel because it 
results in simpler device. So, the research will go in in that direction 
as well as toward the high energy liquid fuels. 

As to our particular research in the rocket propellants, we started 
this around 1947 or 1948. Most of the research in the country at that 
time was on the solid fuels. So we directed our effort to the high 
energy fuels. 

Mr. Rorurock. Off the record. 

(Discussion off the record. ) 
Mr. Rornrock. These fuels are not easy to handle. 
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COMBUSTION STABILITY 


A second field in which we have made extensive contributions is that 
of combustion stability. Vibrations tend to be set up within the com- 
bustion chamber. These vibrations can cause rocket failure... We 
have done much work in this field of combustion instability within 
the rocket. 

Mr. Yates. Who else does this besides your outfit ? 

Mr. Rornrock. Most of this work is done—— 

j me, Yates. I have reference to this investigation into new rocket 
uels. 

Mr. Rorurock. Most of the work on the high-energy fuels I am talk- 
ing about here has been done in the NACA Lewis Laboratory. We 
pionered in that, and in the field of combustion instability. 

Mr. Rorurock. Off the record. 

(Discussion off the record.) 

Mr. Rorurock. The combustion temperature is right hot to handle. 
It means we have to cool the combustion chamber with the hydrogen 
fuel. We pass it around the combustion chamber and around the 
nozzle and then back into the combustion chamber. It becomesa trick 
of getting adequate burning, adequate cooling, and adequate control of 
the machine. 

Mr. Yates. How does it pass? Is that done by pumping it? 

Mr. Rornrocg. Yes, sir. 

(Discussion off the record. ) 

Mr. Tuomas. Doctor, certainly the fuel laboratory has been the fore- 
runner of all experiments in this field; has it not? 


SOLID VERSUS LIQUID FUEL 


Mr. Rornrock. In these high-energy liquid fuels; yes, sir. 

Mr. Tuomas. Did I understand you to say a while ago that the more 
desirable of the two would be the solid fuel ? 

Mr. Rornrock. From the standpoint of handling and firing on short 
notice. 

Mr. Tuomas. The present state of the art with reference to the 
greatest thrust and power is in the liquid fuel, is it not? 

Mr. Rornrock. Yes, sir. 

Dr. Drypen. They will be essential for any satellite in space work. 

Mr. Tuomas. In the experiments, the majority of the work now is 
in the field of solid rather than liquid fuels for the simple reason that 
they are easier to handle ? 

Mr. Rornrock. The work now is pretty evenly divided between 
solids and liquids using, in general, the simpler liquids such as alcohol 
or petroleum, and burning it with oxygen. 

ff the record. 

(Discussion off the record.) 

Mr. Rorurock. The V-2 used alcohol and oxygen. In burning 
alcohol with oxygen the alcohol has oxygen in itself, and that is a waste. 
In our own research we thought the thing to do was to go to the top 
of the list and work there. 

Mr. Tuomas, I see. 
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Mr. Rornrock. We felt we pretty much have to solve these problems 
of high energy fuels or nuclear rockets if we were going to talk about 
quite large satellites. 

(Discussion off the record.) 

Mr. Tuomas. What is the relationship in terms of importance be- 
tween the engine itself and these fuels? 

Mr. Rorurock. You cannot really divide them. The problems that 
you cannot solve by the fuel route you try to solve by the powerplant 
route, or the other way around. 

You simply carry them along together. The rocket systems facility 
we are putting in now is a laboratory to do research on the pumping 
mechanisms to handle these fuels at quite high rates of flow, flow 
rates of one-half ton a second or more of liquid. It takes fairly good- 
sized pumps, and you have to have an efficient pump or you will have 
heavy weights. 

Mr. Tuomas. Why isthe tendency toward solid fuels ? 

Dr. Drypen. May I say a word on that? 

Mr. Tomas. Surely. 

(Discussion off the record.) 

Mr. THomas. Which is heavier, the solid or the liquid ? 

Dr. Drypen. For the smaller missiles, people will go to the solid 
even though they might be at the moment a little heavier. 

( Discussion off the record.) 

Mr. Rornrock. It is shown somewhat on this chart. This [indi- 
cating] is rocket jet velocity which we have been talking about and 
this [indicating] is a relative weight ratio. 

I have started with the intermediate missile, then go to the inter- 
continental ballistic missile, the satellite, and the escape vehicle. 

In the burnout with the IRBM the missile is traveling at about 
15,000 feet. a second. Incidentally, miles per hour is about two-thirds 
this figure—that is 10,000 miles an hour. 

The ICBM at burnout is traveling 23,500 feet per second. The 
satellite is traveling at 26,000 feet, and your escape vehicle is traveling 
at 36,500 feet persecond. These figures are approximate. 

Now, I am going to assume the same payload for each of these mis- 
sions. Using relative weights, the gross weight of the rocket with the 
IRBM would be this given weight. To do the ICBM job this missile 
has to weigh, say, four times as much. 

(Discussion off the record. ) 

Mr. Rorurocsk. For the satellite, it would have to be 6 times as 
much, and for the escape 32 times as much. 

If this tata were 100,000 pounds, we are coming to the 
good-sized weights of 3.2 million pounds. 

Now, this [indicating] happens to be our current liquids such as 
petroleum and oxygen. 

If I had put the solids in this chart, I would have put another 
column of figures here [indicating].. What happens as I increase the 
velocity of the jet from 8,000 feet a second to 12,000 feet per second and 
to 14,000 feet, which I do by going to higher energy fuels? 

With the IRBM, we would have reduced the weight to 60 percent. 
If I could handle the original weight all right, I probably would not 
make this change, as it gives considerable difficulties; this is also true 
concerning the little rockets which are fired from airplanes. 
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For the ICBM going to the high-energy fuel reduces the weight to 
four-tenths which might be very important. But if we go to the 
satellite the weight is reduced to one-sixth by using the dinrhaledrgy 
fuel, ‘atid’ I have cut a possible several million pounds to several hun- 
dred thousand pounds, and that obviously is a very important thing 
to do. 

So, as we go to the more difficult missions we want the higher 
energy fuels. 

If I had put the nuclear rocket on here, it would have been out here 
[indicating |, and the thing that holds me up on that is that we have 
less information on how much the vehicle itself weighs. 

For instance, it depends upon how much shielding we require. 
These problems should be extensively worked on because application 
of nuclear energy to advanced spacecraft is a must. 

Interest in the high-energy chemical fuels is growing, and work 
is going on in the industrial plants, but we can look farther ahead 
because we do not have to justify our work on immediate production to 
the extent which the industrial laboratory does. 


ADVANCED TYPES OF POWERPLANTS 


Looking at the next chart we summarize the powerplant. itself. 

Again, the powerplant has to transform the energy to heat or elec- 
tricity, from chemical or nuclear energy, and transfer it to the working 
fluid, and accelerate it. 

A chemical reaction can either be in a combustor which gives you 
heat, or a battery giving you electricity. The battery in your car 
represents a chemical reaction giving electricity. You are probably 
using a lead battery, and lead is heavy. So the power which is put 
out per chemical consumed is low. We would like to have a battery 
using hydrogen and oxygen because the hydrogen and oxygen reac- 
tion giving heat or electricity gives a high ratio of power to material 
consumed. 

Mr. Rorurock. I will discuss why we want, electricity. This be- 
comes important in the more advanced powerplants. 

I mentioned that the velocity, ofthe, working fluid was equal to 
some number times the square root of the temperature over the 
molecular weights. We are hmited in the velocity that we van get 
by the temperature we can withstand. We remove this limitation 
by using electricity rather than heat to accelerate the working fluid. 
I am not going to go into great detail except to say that with the 
molecules of the exhaust gas if they are charged electrically, and then 
subjected to an electrical field, they will be accelerated. The velocity 
attained is equal to the square root of the charge on the molecule 
times the voltage that you are using, over the molecular weight. 
There is no limit to the voltage that we can use, whereas we talked 
of velocity of say 12,000 to 24,000 feet a second using heat; we talk 
of velocities of 600,000 feet or more a second using electrical propul- 
sion machinery. Why do we not use it inall cases?’ We have to have 
an electric powerplant. Instead of putting the energy into heat, we 
put it into electricity. Electric powerplants are not light; “There 
has been no particular need to make them light in the sense we are 
now considering. But, when we talk about flying in space over a 
long period of time we want the mass of material we discharge to 
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roduce thrust to be kept low. Therefore we want the velocity 
igh—higher than the temperature limitation will permit—and we 
go to the electric force type of propulsion. 

You have seen the name ion jet or the plasma jet in the newspapers. 
These are the jets in which the acceleration of the gas is through 
electrical forces rather than through heat. Most of us do not think 
of a plasma as a gas we use in a powerplant. Unfortunately, the 
name has been adopted for this use. We are working in this field 
at the Lewis laboratory. 

I am not even going to try to show you what these ion jet or 
plasma jet powerplants look like. Currently, there are many sug- 
gestions and this is the sort of thing we are going to have to work on. 

Weare working on it at the laboratory. 

Dr. Dryven. They probably weigh several thousand pounds per 
pound of thrust. That is a very heavy powerplant but uses small 
amounts of working fluid mehedils 

Mr. Rorurock. I have talked about the velocity of the exhaust gas, 
that is, the working fluid; a somewhat more useful number is “spe- 
cific impulse” which is the thrust we get by throwing out 1 pound of 
material a second at the achieved velocity. For solid or liquid pro- 
pellants one pound per second coming out the nozzle at, say, 7.500 
feet per second would give of the order of 230 pounds of thrust. That 
is shown here [ indicating]. 

The power that I had to put into this 1 pound per second to achieve 
the 7,500 feet per second velocity is 1,500 horsepower. There is 1,500 
horsepower in this 1 pound per second and the power comes from the 
heat. If I went to the ion jet, which is not shown here [indicating] 
and put out enough material to again give 230 pounds of thrust in- 
stead of it being 1 pound per second it would have been one one- 
hundredth of a pound per second with a velocity of about 750,000 feet 
a second and it would require an input of 150,000 horsepower. 

That is a pretty good horsepower and that is the kind of thing 
we are going to have to have to balance back and forth and com- 
promise with. So much for the general research program. 


JUPITER MISSILE 


I have a a of charts here on work we are doing currently. 


This is the work we did on the Jupiter at the request of the Army. 
(Discussion off the record. ) 

We set the model up in the wind tunnel at the Lewis Laboratory 
and this is the photographic result (indicating). (Discussion off the 
record. 

Mr. ieaeison. This is typical of the kind of thing that comes up 
and the troubles we run into on an early model. 

Now we know the problem that we did not know before. Our first 
job is to solve the immediate problem and then to get sufficiently broad 
information so we can take care of it on successive designs. 

This was an example of that. 

This other example also a byproduct. 

{ Discussion off the record. ) 

Mr. Yares. You shoot it in there? 

Dr. Dryven. You light it and it blows away. 
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Mr. Rornrock. This is the fuel that burns represented by this brown 
[indicating]. 
Mr. Yares. And the gas comes outi? 
Mr. Rornrock. Yes, and as this solid fuel burns, it is thrown out 
the back. 
Mr. Yares. And that moves the thing forward ? 
Dr. Dryven. It burns on all of these exposed surfaces. 
Mr. Rornrock. That is shown at this point here. As I say, this 
= one of the auxiliary results as a result of the other things we are 
oing. 
I think that is about all. 
ION JET 






[have a picture here of one of these ion jets. 
Dr. Drypen. You said you were not going to show that. 

Mr. Rornrock. This is simply a model. This is the electrical de- 
vice and this is a small claw heel indicating]. 

This simply shows the thing working to illustrate some of our pre- 
liminary work, 

The gas ions are coming out here [indicating] at a high velocity of 
several hundred thousand feet.a.second.. 

Dr. Drypen. The pinwheel is just to show that the jet is there. 

Mr. Rorurock. Yes. This chart shows the high energy propellant 
rocket laboratory where we are doing our advance work. The rocket 
sets in here. This device is to silence it and to scrub the exhaust gas. 
We have to scrub the gas to make sure we do not discharge anythin 
that is dangerous. This is now operating and is operating quite well. 


























NUCLEAR REACTOR 


This is a chart of the nuclear reactor facility at Sandusky at the 
Plum Brook Arsenal to show the progress beg made there. We 
hope to have that running in 18 months. 

" r, Yates. What are you doing with this nuclear propellant fa- 
cilit 

Mr. Rornrock. The purpose is to get these reactor components 
to stand these high temperatures. 

Mr. Tuomas, Where is it located ? 

Mr. Rorurock. Outside of Sandusky, at the Plum Brook Ordnance 
Works. 

Mr. Tomas. You have been working on that 214 or 3 years? 

Dr. Drypen. About 214, from the appropriation. 

Mr. Tuomas. Go ahead. 

Mr. Rornrocx. Our business here will be to do research on the 
materials and the fluids that are going to be in the reactor, in the 
final reactor under the temperature and stress conditions and bombard- 
ment conditions resulting from the nuclear reaction. 

T think that completes my charts. 

Mr. Tuomas. That is very nice, gentlemen. 

Let us get a little something to eat and return here at 1: 15. 
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AFTERNOON SESSION 


Mr. THomas. The committee will come to order. 

Dr. Dryden, we have had some very fine statements this morning. 
Do you have anything further ? 

Dr. Drypen. Mr. Rhode has a statement. 

Mr. Tuomas. We will be delighted to hear you. 

Mr. Ruope. I think that remains to beseen, Mr. Chairman. 


Nose Cones, TEMPERATURES, AND MATERIALS PERTINENT TO 
ReEentTrRY PROBLEM 


I feel a little bit behind the eight ball because I had intended to give 
a simple little story on nose cones, temperatures, and materials per- 
tinent to the reentry problem, and I find that some of the points that 
I had hoped to make have already been made during the course 
of questions and answers while Mr. Abbott was making his presenta- 
tion. 

With that introducton, if I still have your permission, I should like 
to proceed and go through with this. 

Mr. Tuomas. You can do anything you want to. 

Mr. Ruope. I find that there is a rather widespread impression 
that the reentry problem has been solved and I have addressed myself 
in this discussion to answering the question implied by this impression. 

As Dr. Dryden indicated to you earlier today the reentry problem 
has been solved in about the same sense as the aviation problem was 
solved when the Wright brothers invented the first airplane. 

There is a great deal of work that remains to be done before nose 
cones will be satisfactory with respect to performance and with re- 
spect to minimum weight. That is largely a question of structural 
design and materials of construction. 


ADVANCE OF STRUCTURAL TECHNOLOGY 


Before proceeding with the nose cone problem as such, I should 
like to give you a little flashback to the horse-and-buggy days, if 
you want to consider them as such. 

This chart goes back to the B-24 bomber of World War II. You 
see that we have a series of bombardment-type airplanes listed here in 
chronological order up to the B-52 and B-58. 

The second column shows the flight Mach number for which these 
airplanes were designed. This is the steady level-flight speed. As 
you see, the Mach numbers go up from .33 in the ease of the B-24 into 
the supersonic range in the case of the B-58. 

The significance of this column is that as the airplane goes faster, 
the forces on the structure become very much greater. In fact, the 
forces tend to go up as the square of the speed. If the speed is doubled, 
the forces on the structure are four times as great. We see that, as 
time has gone on from the days of the B-—24 to the days of the B-58, 
the speeds have increased substantially and the forces on the structure, 
therefore, have increased considerably. At the same time the gross 
weights of these airplanes have increased from 56,000 pounds in the 
case of the B—-24 airplane to 450,000 pounds for the B-52. 

The B-58 is smaller than the B—52 so that drops back. 
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Mr. Tuomas. What was the cruising range of that B-58 model ? 

Mr. Ruope. I think that Mr. Abbott could give you that. 

( Discussion off the record.) 

Mr. Tuomas. Go ahead. 

Mr. Ruopr. This column has considerable significance because of 
the increases in size which at one time, not too many years ago, were 
thought to be utterly impossible. Just a few years before World War 
If one of our very prominent aeronautical engineers predicted that 
the maximum feasible size of airplanes, transport or bombardment 
type airplanes, would be in the neighborhood of 40,000 pounds. The 
reason for this prediction was that, as airplanes get larger, the struc- 
tural weight tends to increase very much more rapidly than the wing 
area does, so that you run out of lift ability for the structural weight 
that you have to carry around with you, and consequently you run out 
of capability for carrying fuel which gives you your range and you 
run out of capability for carrying payload. 

We can see the extent to which that prediction came true. Already 
in the case of the B-24, the earlier prediction of 40,000 pounds has been 
exceeded. ‘In the case of the B-52, the gross weight is more than 10 
times the value of that earlier prediction. 

There are a number of reasons for this ability to design airplanes 
faster and larger without running afoul of some of the so-called 
physical laws that were at one time thought to govern the situation. 
T will not try to go into all of them, but I will only say that there has 
been, over the years, some structures and materials research going 
on which has played a most important role in this development. 

We see in the last column that the ratio of the structural weight to 
gross weight has decreased from over 40 percent in the cast of the 
B-24 to a shade over 20 percent in the case of the B-52. This is a 
consequence, in large part, of the fact that we have learned how to 
design our structures more efficiently. To a lesser extent it has been 
one, to improvements in the alloys with which the machines have been 
made, 

From this chart, which, as I mentioned, is essentially a flashback to 
the days of World War II and the intervening period up to the present, 
we see that there is a considerable payoff in learning how to make 
structures and materials capable of carrying more and more load for 
a given weight. 

The same thing is true of the ballistic missile and that part of 
it which is the most difficult part to design, the nose cone. In gen- 
eral, as the state of the art or science progresses, one can take ad- 
vantage of these advances either in the form of improved perform- 
ance or in the form of reduced weight and size, and, therefore, cost 
for a given performance. 


ICBM NOSE CONE 


This chart shows one of the performance items for ICBM nose 
cones, namely accuracy. The nose cone must perform its mission 
without undue error. We are all familiar with the fact that the 
NACA had proposed a blunt form of nose cone which prevented the 
heat from coming into the nose cone material by dissipating itself 
in the atmosphere. It was this concept which made it possible to 
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start designing nose cones that we were reasonably sure would work 
at the time ICBM developments were started inthis country. No one 
is really happy with this solution to the problena because, as we see 
with the blunt nose cone, the error may be large. This.is a result of 
wind drift because of the slow rate of descent as the nose cone pene- 
trates the.atmosphere. .As we go on to the sharper forms of nose cone, 
| accuracy increases until finally there is little necessity of making 
them go faster from the standpoint of accuracy, because we run into 

i the limitations of the guidance system itself. 
There still would be a payoff, however, in that the faster the thing 

comes in, the harder it is to shoot down. 
Corresponding to these decreases in bluntness that gives rise to in- 
| creasing accuracy, there is a considerable increase in the relative heat. 
load that goes into the nose cone. This is to be distinguished from 
. temperature. The temperature would actually go up very much more 
: rapidly than these bar diagrams indicate. ‘The heat load is a func- 
. tion of what goes on as the temperature develops and also of the time 
| that the nose cone is penetrating the atmosphere. As the nose cones 
go faster, the time is reduced so that even if the temperatures are in- 
creased, the heat load is not increased as rapidly as the temperatures 
| are. Nevertheless, there is a very serious problem as to just how to 
handle that heat load, because it is already fairly critical here. 

Another aspect of the problem and another way in which higher 
) temperature capability pays off isin reducion of weight. 


ANTIMISSILE MISSILE 





This chart applies to an antimissile missile. The chart simply in- 
i dicates a number of different materials that were analyzed for this 
missile, ranging from the steel designated to a potential alloy of more 
refractory metal. 

As the fin skin material is changed in this direction, these materials, 
as we go down the chart, have higher heat absorbing capabilities or 
higher temperature resistance capabilities. We find that we can make 
the fin skin thinner and the fins lighter. As we save a pound of weight 
in the fin skin, this is reflected in a sort of cyclical pattern back and 
i forth so that ultimately one gains considerably in the overall gross 
; weight. For example, 1f the fins are lighter, then the amount of fuel 
required to shoot this unwanted weight around becomes less; because 
now the amount of fuel is less we can make the missile smaller and so 
on. You keep going around that kind of a cycle. As a consequence, 
we find that by improving the temperature capabilities from those of 
the present material to those of the more refractory alloy, we can re- 
duce the gross weight of the missile by a substantial amount. 

While there are many structural and vibration problems associated 
with the high-speed flight of missile nose cones, hypersonic gliders, 
and other high-speed objects, we always seem to find, as Mr. Rothrock 
does in the case of powerplants, that there is a materials limitation 
and usually it isa limitation based on heat or temperature. 




















TYPES AND PROPERTIES OF MATERIALS 


This next chart shows, therefore, how the interest in type of ma- 
terial has changed and will continue to change during the period 1954 
to 1960. 
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As can be seen, the primary interest is changing from the aluminum 
alisiye, magnesium alloys and other materials that have been used for 
airplane construction to stainless steels, nickel alloys, temperature 
resistant plastics, cobalt, ceramics, beryllium, molybdenum, and other 
so-called refracting alloys. 

You can draw a line here which shows:that-as of 1954 we were not 
much interested in any of these materials. Now as time: goes on, 
we find that we are greatly interested in them for reasons having to do 
with high temperature problems. As we see, not only are the kinds 
of materials changing but the numbers of materials in which we are 
interested is increasing. 

In a very similar manner the properties of materials with which we 
are concerned—— 

Mr. Yates. Does that mean you are moving away from aluminum 
as the prime metal for aeronautical vehicles? 

Mr. Ruope. Not entirely. I think the chart might perhaps be 
somewhat misleading in that this indicates perhaps no interest.. Ac- 
tually it does not mean that. It is a lower order of importance. We 
are more concerned with these other materials but we are not losing 
our interest in aluminum alloys. 

For example, in the boosted hypersonic glider we might think of 
going to insulated forms of construction with high temperature re- 
sistant skins on the outside of the insulation. The basic structural 
loads would be carried with an internal aluminum alloy. 

Mr. Yares. A double wing? 

Mr. Ruopr. Sort of. I have a chart on that and we might take a 
look at that briefly at this point. 

This is typical of the kind of experimentation that is going on 
now in the laboratories on the structural problems for hypersonic 
gliders which may be the manned satellite. The internal structure is 
of aluminum alloy and we have passages built into the structure 
through which coolant can flow, if necessary. 

Then there is a layer of insulating material and an outer layer of 
heat-resistant skin. The leading edge is where the heating is most 
intense, and metallic materials that we have available at the present 
time will not withstand the temperatures so that we definitely have to 
go to coolant, or some other means of taking care of the situation. You 
either have to have the coolant circulating as indicated in this diagram, 
or let it spill itself through the nose here. An alternative might be to 
use ceramic materials, 

Incidentally, I have here a few samples of what this outer skin 
might look like. These are full-scale structures for the outer skin. 

Mr. Yates. What are these? 

Mr. Ruope. Temperature-resistant alloy. They are very thin. 

I might have occasion to refer to them later, if we get into a dis- 
cussion of some of the facilities that we are asking for. 

In the same way that our interest in different kinds of materials is 
expanding, our interest in different kinds of properties of materials 
is also expanding. We are now dealing with many properties of 
materials that were of no concern to us whatsoever in the design of 
the earlier airplane structures. Then we were interested in the density 
of the material, how strong and how ductile it was, the stiffness, cor- 
rosion resistance, fatigue strength, and shock resistance. Now we are 
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interested in many other properties, such as creep strength. This is a 
problem that has become of great importance in view of the high- 
temperature problem. 

Then we have thermal conductivity. There is also specific heat 
and thermal shock resistance. Refractory metals have very high 
melting points but they start: burning in air at comparatively low 
temperatures, so that we are concerned with ignition. Then we have 
emissivity, which is one of the most effective ways of cooling a hot 
body. This is done by radiation, but it has to be a good radiator to 
cool itself by that means. 

Therefore, we are interested in emissivity or radiation capability 
of the material. We have learned, in the case of some of the high- 
temperature materials, how to coat them with thin coatings of ceramics 
or oxides that remain stable up close to the melting point of the 
material and which have very high radiation efficiency. 

Then we also have ablation. In the case of the nose cone, particu- 
larly, one effective way of cooling the thing is to let the material 
vaporize from the surface or melt away. Resistance to atomic radia- 
tion is an important matter. Then we have meteoroid strike resist- 
ance, and so on. 

Again, not only are the kinds of material that occupy our interest 
increasing in scope but the properties of materials that we have to 
determine and study and improve in order to make these materials 
better are increasing in number. 

So much for the nature of the materials problem. Now we come to 
some of the things we are doing about it. 

This chart shows a small model undergoing tests in a 4000° F. air- 
stream. One of our smaller facilities at Langley Field is shown here. 
I cannot tell you just what this model is but, judging by the appear- 
ance of the flame, I would say it is one of the more refractory metals 
like molybdenum or tantulum. 

We have other facilities at Langley capable of making these meas- 
urements at temperautres upwards of 12,000° F. 

This happens to be a picture of a small model made up of copper, 
which has high heat sink characteristics. The heat is taken care of 
by being absorbed into the material. If it has good conductivity and 
you have a sufficient mass of material, you can absorb the heat in it. 

This first. picture was taken a quarter of a second after the speci- 
men was exposed to this 12,000° blast of air. 

The little white ring of apparent flame around here [indicating] 
is the hot gas right behind the shock wave at the bow. The next 
picture was taken at a half second and you can see it is starting to 
melt. You can see little bits of molten material peeling away. The 
melting is more evident in this picture taken at three-quarters of a 
second and here we are at 1 second with the whole specimen melted 
away. 

We make many tests of this kind on heat sink materials. There are 
also tests made on various methods of cooling, ablation tests, and so 
on, all in an effort to find the best material or the best way with which 
to make nose cones out of present known materials. We are also 
seeking to improve materials properties. This next chart shows an- 
other aspect of the materials problem where we are dealing with very 
high velocity objects, like ICBM nose cones or reentering satellites. 
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METEORIC DUST 


We have heard of these little particles of meteoric dust floating 
around in space, This gives you some conception of what happens 
when little particles of dust hit a metallic surface. The impact test 
in this case was made in an atmospheric entry simulator at the Ames 
laboratory. The speed of the test was about 14,300 feet per second 
and the diameter of the dust particles ran from one-ten thou- 
sandths of an inch to about. eight-thousandths of an inch. The di- 
ameter of the model was quite small, about a quarter of an inch. 

These are the splashes in the metal made by the dust particles. 


PROPERTIES OF MATERIALS 


This is an illustration of some of the other things we are doing. 
We seek to improve the properties ,of material and these are some 
of the results obtained from our Lewis Laboratory. 

An alloy achieves its strength because in the base metal, there is 
placed in solution another metal of some kind. When it is heated up 
to the molten point and finally cooled down to where the material 
freezes, the alloying constituents come out in the form of fine particles, 
such as shown here in these tiny dots m the nickel alloy. These are 
the fine particles of alloying material which come out of solution. 

This is the condition of the material at 1,600° F., after a period of 
soaking for 10 hours. If one goes up to 2,200° F., these small parti- 
cles of alloying material go back into solution and the photomicro- 
graph appears like this [indicating], and the alloy has lost most of its 
strength. 

At the present time we are studying ways and means of retaining 
the presence within the material of finely dispersed particles which 
will not go into solution. They are artifwially introduced, ‘the arti- 
ficial dispersion of materials, and you see here we have nickel by itself 
with no alloying constituents but with finely dispersed particles of 
aluminum oxide interjected into the material at 2,200° F., and you 
see the picture is very much the same as at 1,600° F. 

You can see that by this means we have achieved some increase in 
strength at that temperature over the initial form of the alloy: This 
is simply illustrative of one principle we are prmenIng: in an attempt 
to find materials which have higher temperature capabilities. 

The next chart shows some curves of tensile strength of refractory 
alloys, such as molybdenum and tungsten, at a series of temperatures 
up to 3,600° F. 

The point to this chart is that these are the first data at such high 
temperatures ever taken on these materials. . In order to obtain this 
information we had to develop very special test. equipment which was 
capable of putting loads on at these elevated temperatures. So much 
for materials and so much for my charts. 

In view of your earlier remarks, Mr. Chairman, that you wanted to 
know more about what we were doing on missiles, I should like to say 
that the nose cone problem on the ballistic missile is by no means 
the only problem of concern. The missile.in its entirety has to 
achieve a high degree of reliability. Even if the nose cone is able 
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to penetrate the earth’s atmosphere, it comes to naught if the whole 
beast is going to shake apart on take-off. 
The thing has to be reliable and work properly throughout its en- 
tire trajectory. 
TURBULENCE 


From the standpoint of the materials and structural problem, I 
think it is safe to say that there are critical conditions that come into 
play at all points in the missile trajectory and even before it starts up 
in the air, when it is sitting on the ground. If it is subjected to a 
wind force, there is a turbulent wake behind that vertical cylinder 
which sheds off in alternate vortices and this causes it to vibrate back 
and forth. This is a very serious problem because, if the wind velocity 
gets high enough, the thing is going to come apart standing on its 
butt before it is even fired. We are currently conducting research 
on this so-called smokestack problem. 

In the early stages of takeoff, after the first-stage rocket engine has 
been fired, a great many things can happen. For one thing, there is 
mtense noise or acoustic excitation which can destroy missile struc- 
ture or interior working parts. If the rocket engine is not firing 
quite uniformly, other vibrations come into play. The missile also goes 
up through the atmosphere which we know is quite turbulent on oc- 
casion. Results of NACA research on atmospheric turbulence are 


playing a large part in the structure design criteria for ICBM’s at the 
present time. e seek to get information at higher altitudes than 
we now have on this turbulence. There is another problem, the wind 
shear shart that is, different layers of winds at different alti- 


tudes blowing in different directions and at different velocities. 

While wind shear is of no great concern to an airplane, it is of great 
concern on an ICBM gomg up through it. The shearing forces of 
the wind can break the misile or throw it off course beyond the 
capability of the control system to take care of the situation, if we do 
not know the wind velocities. We have obtained some data on this 
subject, but we need to get more. 

Mr. THomas. How did you get that information on wind flow and 
currents ? 

Mr. Ruope. For the most part by sending up instrumented sound- 
ing balloons to a hundred thousand feet. 

Mr. Tromas. That is about the highest we can get it by balloons? 
Does the Weather Bureau do that for you? 

Mr. Ruopr. They have cooperated with us. We have taken ad- 
vantage of the fact that the Weather Bureau has sounding stations 
dispersed here and there throughout the country. They have been 
kind enough to cooperate with us by sending our balloons up with our 
instrumentation on them. 

As I was about to say, the structure of the first- and second-stage 
rockets and the connecting parts to a large degree reflect the past 
researches of NACA. 

(Statement off the record.) 

We talked about this 2 or 3 years ago and I showed you at that 
time how much superior this type of construction was to others that 
might be used in the same kind of place, so the Thor missile is using 


rt. 
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There are many other problems, such as bending vibrations of the 
missile as a whole, involving coupling of controls, fuel sloshing, and 
other factors, all of which must be worked on more intensively to get 
the final answers. 

I think that is perhaps all I have. 

Mr. Tuomas. Thank you very much, 

Dr. Drypen. Mr. Chairman, we have tried to give you a picture 
of the sorts of things that we do. As I said at the beginning, if we 
told you everything that we are working on, we would keep you here 
for a week or more and it would tend to get somewhat encyclopedic. 
I have tried to indicate that since budgets are prepared far ahead 
of the actual work that is covered by those resources, that we have a 
certain degree of flexibility and are constantly trying to put our 
manpower and money where they count the most. This our problem. 

This is a problem of management, of applying the resources to 
the most important problems. 

Problems arise from things that we think up in trying to stay 
ahead of the art. They come to us from the military services in 
connection with their thoughts about the future, and their current, 
everyday problems. They come to us from our subcommittees on 
which are representatives of industry, universities, and of the military 
services. We get this great mass of suggestions as to what we ought 
to do, requests for what we ought to do, and to this great mass of 
suggestions which would take a budget many times that we have, 
we apply the men we have, the money we have, and the facilities 
we have to try to bring the best return in the overall program to our 
country in the fields of airplanes, missiles, and coming space craft. 

In the budget that is before you, we are asking for $80,480,000 for 
salaries and expenses and about. 70 percent of this is for personnel. 
There is great detail in the document submitted to you as to where the 
personnel represented by this $54 million and approximately 9,000 
people would be assigned. 

Mr. Tuomas. We will go into that detail then. 

That is a very, very fine presentation and the statements were right 
to the point and very beneficial 

Ts there anything further ? 

Dr. Dryven. I think we are prepared to discuss this document and 
we may proceed more rapidly with your questions. 
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Mr. Tuomas, In your construction and equipment budget this year 
you are seeking $26,220,000 for about 12 projects. The big one is the 
high-temperature structural dynamics facility. That is $12,120,000. 
That would be down at Langley? 

Dr. Drypen. Yes, sir. 

Mr. Tuomas. You break these 12 projects down as follows: 2 at 
Langley, 3 at Ames, and the other 6 at Lewis and in the case of Wal- 
lops, one project to cost $137,000. 

These items you cannot buy out of a mail-order house catalog or 
from General Electric or General Motors or anybody else, can you? 

Dr. Dryven. No. 


ESTIMATES OF COST OF CONSTRUCTION 


Mr. THomas. Where are they made and by whom are they made, 
and by whom planned and generally how are they procured # 

Dr. Drypen. They are unique facilities whose design requirements 
are laid down by our research staff. We determine the general nature 
of the design and serve as our own general contractors and inspectors. 

Mr. Tuomas. Designers, too? 

Dr. Drypven. General design; yes. The detailed designs are usually 
done by the contractors with whom the construction contracts are 
placed. 

Mr. Umer. We frequently contract for design services on standard 
building construction. 

Mr. Tomas. None of this is fabricated or manufactured by the 
committee ? 

Dr. Drypven. No, sir. 

Mr. Tuomas. Will all of these items be contracted on competitive 
vids 

Dr. Drypen. Most of them will be. There are some items which 
by their nature cannot be procured on a competitive bid basis. In 
these cases we often use what we call 

Mr. Utmer. Competitive negotiations. 

Mr. Tuomas. Have you already arrived at a firm price on the 12 
projects ¢ 

Dr. Dryven. The estimated costs are based on estimates made by 
our engineering staff who have had over 30 years of experience in 
building new and unique facilities. I expect that Mr. Ulmer can tell 
you a little bit about their batting average. Sometimes they estimate 
a little high and sometimes a little low. 

Mr. Utmer. We feel — good that we have been able to complete 
practically all of the facilities that you have given us within the 
money that you have given us. This is a little plus on some and a 
little minus on others. 

Mr. Tuomas. How important are these facilities here and can you 
specifically give us a little rundown or brief description of them? 

I see the description is set out in great detail and I might say that 
we are not technicians. 

Dr. Dryven. There is a very brief description on pages 5, 6, and 7. 
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HIGH-TEMPERATURE STRUCTURAL DYNAMICS FACILITY 


Mr. Tuomas. How long will it take to fabricate these? How long 
will it be before they are in service ? 

Dr. Dryven. This varies from project to project. 

Mr. Tuomas. Take the big one, the structural dynamic facility. 

Dr. Drxpen. Three and one-half years. 

Mr. THomas. What is it going to be used for? Ts it going to be used 
for missiles, or airplanes? Generally, take these projects as set out 
here on page 1. What will this high temperature structural dynamic 
facility be used for, airplanes, missiles, or what? 

Dr. Drypen. The difficulty with answering your question directly 
is that it applies to missiles, to vehicles that have wings on them, and 
to satellites. 

Mr. Tuomas. Anything that flies? 

Dr. Drypen. Any structure that flies and gets heated up to 4,000°. 

Mr. TxHomas. What is the chief function of this facility ? 

Dr. Drypen. The temperature is a unique feature as well as the 
size of the model that can be tested at those high temepratures, 

Mr. Tuomas. Going at high speeds ? 

Dr. Drypen. Which usually results from very high speeds. 

That is, scale models of aircraft missile structures, full-scale com- 
ponents—— 

Mr. Tuomas. Has the lack of this facility curbed your activities in 
the past ? 

Dr. Dryven. We have been able to reach this high temperature only 
in a very tiny model. 

Mr. THomas. Does the Army, Navy, or Air Force have a facility of 
this type? 

Dr. Drypen. No one has this type of facility. 


HYPERSONIC HELIUM TUNNEL 


Mr. Tomas. What about the 12 by 12 inch hypersonic helium 
tunnel, $1,685,000 2 

Dr. Dryven. This is a facility to study our aerodynamic problems 
at’ 12 to 20 times the speed of sound. That, again, is in the field 
of missiles and satellites and is the only way we know short of large- 
scale rocket firings of reaching these kinds of speeds. 

Mr. Tuomas. This is purely in the field of satellites or missiles? 

Dr. Dryven. High speed missiles, that is correct. 


110-KILOVOLT CABLE TIE BETWEEN EAST AND WEST AREAS LANGLEY 
LABORATORY 


Mr. Tuomas. What about the cable tie project? 

Dr. Drypen. The next item is the replacement of an overloaded cable 
that runs between the east and west areas at Langley Field. We have 
had a cable which has been running somewhat overloaded for many 
years and the experts say it must be replaced. 

Mr. Tuomas. Because it is dangerous ? 

Dr. Dryven. It will ultimately fail and knock all the facilities in the 
east area out until it is replaced. 





569 
EROSION CONTROL, WALLOPS ISLAND 


Mr. Tuomas. What is this erosion control project for $137,000? 

Dr. Drypen. There is a picture which shows that the beach at Wal- 
lops Island is being gradually washed away. Something must be done 
quickly to arrest this process. 

Mr. Tuomas. On what page is that? 

Dr. Drypen. Page 21. 

Mr. Tuomas. Put that in the record. 

(The page referred to follows :) 
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Dr. Drypen. This $137,000 is required to protect an investment of 
about $6 million in facilities back of this beach. 

‘Mr. THomas. How much did you say? 

Dr. Drrpen. At Wallops Island I think our investment is about 
$6 million. 

Mr. Tuomas, Is it eroding that fast ? 

Dr. Drypen. The map shows you what it has been doing. Tt shows 
the beach line in 1946, 1956, and 1957. Wallops Island was in the path 
of a couple of large hurricanes. 


AIR HEATER FOR UNITARY PLAN TUNNEL, LEWIS 


Mr. THomas. What about this air heater for the unitary plan tunnel 
at Lewis Laboratory, for which you are requesting $1,550,000 ? 

Dr. Drypen. This is for an air heater for the unitary plan tunnel at 
the Lewis Laboratory to permit proper temperature simulation. At 
the present time we run jet powerplants simulating the speed but not 
the high temperature of the air. 

Mr. Tuomas. What is this for? 

Dr. Dryven. It is primarily for tests at high Mach numbers with 
simulated temperatures. 

Mr. Tuomas. Isthis for missiles or planes or what ? 

Dr. Drypen. For the powerplants that will be used on what has 
been called the airplane type of missile. 

Mr. Tuomas. Do you laws a facility of this type any place now? 

Dr. Dryven. No. 

Mr. Tromas. This is a powerplant facility in Cleveland ? 

Dr. Drypen. The Lewis unitary plan tunnel cost about $30 million. 
This is adding another million so the temperature can be simulated. 

Mr. Tomas. Does the Army or Navy or Air Force have a facility 
of this character ? 

Dr. Drypen. No facility that will do this job. 


MODIFICATIONS TO THE ALTITUDE TUNNEL, LEWIS 


Mr. Tuomas. What is this project covering modifications to the 
altitude tunnel for research on rockets at Lewis Laboratory, $512,000? 
Dr. Dryven. This is typical of the adaptation of older facilities to 
newer problems. We want to put inthe altitude tunnel an offset 


reservoir in which a roeket can be put'to study the problems of rockets 
at high altitudes. 


HYPERSONIC MISSILE PROPULSION FACILITY, LEWIS 


Mr. Tuomas. How about this hypersonic missile propulsion facility 
at. Lewis, $2,690,000? What is this facility going to be used for? 

. Dr. Drypen. This is a facility to keep ahead of the game in studying 
the problems of high temperature gases or studying the effect of prop- 
erties of air at extremely high temperatures on the flow characteristics 
of fluids, and to study the impact of high-speed particles on apparatus 
flying in the air at high speeds. 

This is a very advanced research facility that will be used for re- 
search on satellite and space flight problems. 
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MODIFICATIONS TO THE FLIGHT RESEARCH LABORATORY, AMES 


Mr. Tuomas. Modifications to the flight research laboratory, Ames 
Laboratory, $1,186,000. What is that? 

Dr. Drypren. This is for research on controls, one of the problems 
of today and the next 10 or 20 years, 

Mr, Tuomas. Do you think it will be that long? 

Dr. Drypex. Yes. 

Mr. Tuomas. Wecan do a lot in this world in 20 years. 

Dr. Dryven. I think we will still have airplanes in 20 years. 

Mr. Assorr. As this is written up it is equally applicable to the 
fire-control problems or to missile guidance problems. Since this was 
written a great deal of activity has taken place in connection with 
guidance for missiles, particularly ICBM missiles. It has been shown 
that a great deal of work must be done in this field. 

Mr. Tomas. Is any such facility of this type in existence in the 
United States today ¢ 

Mr. Assorr. There is none exactly like this but there are pieces. 

Mr. Tuomas. Where are the pieces ? 

Mr. Assorr. There is a laboratory at MIT. Some of the various 
contractors have pieces of laboratories, but I do not know of anybody 
who has the complete setup shown here, although many of them have 
fate which are much more elaborate than are being contemplated 
nere. The point I would like to|/make is that even since this writeup 
it has become apparent that this will be used for the next few years on 
the ICBM missile guidance problem. 


MODIFICATION OF THE MATERIALS RESEARCH LABORATORY, LEWIS 


Mr. Tuomas. What about the modification of the materials research 
laboratory at Lewis, $2,080,000 ? 

Dr. Drypen. You have heard a lot about materials, that is, working 
with such materials as tungsten and ceramic materials of various 
kinds. 

Mr. Tuomas. Dr. Rothrock will do a lot of business. 

Dr. Drxrben. This is a conversion, if you like, of our existing mate- 
rials research laboratory which heretofore has been concerned: with 
turbine blade materials on engines, to deal with rocket and nuclear 
materials at high temperatures. 

Mr. Tuomas. What is this $2,080,000 going to buy ? 

Dr. Drypen. That is for an addition to a building plus equipment. 

Mr. Tuomas. You do not say how much you are going to spend on 
the building. 

Dr. Drypen. Page 47 breaks it down. $900,000 is the cost of the 
building with its utility services of gas, water, steam, power supply, 
et cetera. 

$44,000 is for special type of melting equipment needed for these 
materials. 

$398,000 is for mechanical processing equipment. 

$384,000 is for stress rupture, creep, and fatigue equipment. 

$314,000 is for physics of materials equipment, electric are fur- 
naces, fuel element processing equipment, vacuum equipment, induc- 
tion furnaces, and so on. 

$40,000 is for design and engineering services. 
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That makes up the total estimated cost of $2,080,000. It will take 
about 2 years to complete this project. 

Mr. Tuomas, That is about the average time it takes ? 

Dr. Drypen. Our major facilities have taken 3 to 4 years and only 
the simplest types can be done in 1 year. 


HIGH-ENERGY ROCKET ENGINE RESEARCH FACILITY, LEWIS LABORATORY 


The last item is a high-energy rocket engine research facility. This 
deals with the use of some of the high-energy propellants that Dr. 
Rothrock was talking about. This is on a moderately small scale. 

Mr, Tuomas. Are there any buildings connected with it? 

Dr. Drypren. It depends on your definition of buildings; $560,000 
of it is for test cell construction. There is a picture on page 50 that 
gives an idea of what is involved. 

Mr. Tuomas. You have roads, grading, and paving, $55,000; ex- 
tension of utilities, $80,000; cooling water, $15,000, and so forth. 

Dr. Drypen. High-pressure ta and piping is $460,000; high- 
pressure gas supply, $25,000. That is for pushing the propellants to 
the rockets. It is much cheaper than pumps. 

Propellant storage trailers, $45,000. Exhaust gas scrubbers, $190,- 
000. This is to take the toxic materials out before they go in the air. 

Mr, Tuomas. Off the record. 

(Discussion off the record.) 


JUSTIFICATION OF ESTIMATES FOR CONSTRUCTION PROJECTS 


Mr. Tuomas. Mr. Clerk, will you condense the justifications of these 


12 projects, commencing with page 40, and put them in the record at 
this point. 


(The material referred to follows: ) 
Brier JUSTIFICATIONS FOR CONSTRUCTION PROJECTS 


LANGLEY AERONAUTICAL LABORATORY 


High-temperature structural dynamics facility.—It is proposed to construct a 
6-foot high-temperature (up to 4,000° F.) blowdown-type tunnel capable of 
simulating the aerodynamic heating and loading experienced by hypersonic air- 
craft structures at speeds up to Mach number 7. Scale models of aircraft and 
missiles and full-scale components of interceptor and antiaircraft-type missiles 
will be subjected to test conditions to determine their capabilities. of withstand- 
ing the complex combinations of high temperatures, high heating rates, vibra- 
tion, and loading under which they must operate effectively. 


Cost estimate 


Storage field, valves, and piping. ............-.........._._......... $8, 177, 400 
Combustion chamber, combustor, and dryer....o................ 1, 400, 600 
Nozzle, test section, and auxiliary systems.............__...... .... 3,502, 000 
Diffuser, foundations, and supports.__...........-...-.--..--- 675, 600 
Test chamber, office, and shop.......-........-...--.... uu 1, 058, 800 
Blactricn|: imate llMmQhowhis catch chess sities satiate se talc 850, 100 
Instrumentation and shop equipment______-_---.--- 1, 161, 300 
Ts CRU antares ere ents enn nase errr pep ee ence 231, 000 
Design and engineering services__._____.-.....--...--. ~~ 63, 200 
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110-kv. cable tie between east and west areas.—This project covers the instal- 
lation of approximately 9,000 feet of cable capable of supporting 60,000 kv.-a. 
between the east and west substations. The 2 cables to be replaced have been 
in operation since 1941 and 1944, respectively, and have been operated on 
numerous oceasions at an overload above their optimum nominal rating of 25,800 
kv.-a. Recent increases in the connected load of east area facilities have made 
it necessary to replace the old cables to allow full-power operation of the 8-foot 
transonic pressure tunnel and to permit the normal operation of several large 
facilities at one time. 


Cost estimate 
CD IATA Ran ots <n dctbeinckecerdiee entire eeremerkt—tie $575, 000 
Circuit breakers, manholes, and lightning arresters._..____.._-.____--_~ 175, 000 
Total‘ estiniated Gomi. US2 co us Le ea, Ss es 750, 000 


AMES AERONAUTICAL LABORATORY 


12- by 12-inch hypersonic helium tunnel.—The proposed facility consists of a 
1-foot-square blowdown-type helium tunnel with a Mach number) range from 
12 to 20... Present facilities and those under construction for research on aircraft 
and missile configurations and components are limited by size and testing times 
of extremely short duration. This new facility will permit ‘studies of ‘hyper- 
sonic flow phenomena in sufficient detail to remove many of the uncertainties 
now present in the art of hypersonic aircraft design. 


Cost estimate 


adie et fei cr as tao tes tte ire i rit ans lina ty ra $845, 000 
Nozzgle-diffuser combination___.....-._--__.2Jieeeh ll eek 175, 000 
Mbabane ule libel ae pidbeeee ie fee 150, 000 
Digital date wero Gets. as-needed ce 280, 000 
iki Natl NL Nicci ell cee cn niin 235, 000 

eI EI IN a cena escent neias sea es oilman ess abaiahenian 1, 685, 000 


Hypervelocity research laboratory.—The laboratory propesed in this project 
includes a shock tube, a particle accelerator, an ionized gas tunnel, a gas mixture 
channel, and supporting equipment and instrumentation, housed in a reinforced 
concrete building 60 by 200 feet. The facility will be used to study the basic 
properties of high-temperature gases, the real gas effects on the properties of gas 
flow, and the physical and chemical interactions between. such gases and other 
materials, and thus provide a better understanding of the effect of these 
phenomena on the operation of ‘very high speed aircraft, missiles, and space 
vehicles. 


Cost estimate 


I a a a a i Dt ec reteein a $545, 000 
Se ee een en nec ebemmnteeare ania mere aie 550, 000 
ra cc a ee ae eat 280, 000 
Demen and Che mecring Gervices_— nn nn enn nena ne 75, 000 

POCA, COTE ROE NOC ie tte ig oc beaters cdegey ah aitnndb ch tanh datp beet date pees 1, 450, 000 


Modifications to the flight research laboratory.—This project covers a two-story 
addition to the existing flight research laboratory including housing for electronic 
simulator equipment, office space for scientific personnél, and small laboratories 
for aircraft and missile instrument research work. The miodified laboratory is 
designed ‘to provide all the necessary equipment to permit the characteristics of 
the overall flight-control and command systems of aircraft to be studied on the 
ground by means of simulators, both for automatically controlled aircraft and 
for aircraft in which a human pilot must manipulate the controls in response 
to instrument indicators. 


Cost estimate 
tts Minch Se stpnge cine pin bem tinted eign citi ingles aap lain anan $722, 000 
iI ta osntnistieeense nenereenetiiberpnanensinbuarerationigmeneuitie. STL td Le 403, 000 
EE TE SRR TEDUOIERE UE VEU cece een eee 61, 000 





Total estimated cost 
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LEWIS FLIGHT PROPULSION LABORATORY 


Air heater for the unitary plan tunnel.—This project covers the installation 
of an indirect-type heat exchanger to raise the air temperature in the unitary 
plan tunnel without contaminating the tunnel airstream. At the higher speed 
ranges, the present limitation of tunnel air temperature to 320° F. does not 
adequately simulate the actual flight condition for air-breathing powerplant 


operation. The new heater will permit temperatures approaching 950° F. to be 
reached. 


Oost estimate 
NO cesicheesin cn incxccrtsirrsocscititninceceininiisncniaiaaiiaihiinitianin An $1, 500, 000 
IONE, FOIE nic ssaptctertritesietpcnepitiemnentiidaiiiha ciate  nnele ar 50, 000 
Total estimated. c0eti ui te 1, 550, 000 


Modifications to the altitude tunnel for research on rockets—Modifications to 
the altitude tunnel are proposed to provide a capsule and thrust stand with 
supporting instrumentation and equipment for rocket engine installations, the 
exhaust from which will discharge into the return passage of the tunnel. The 
apparatus will be used for study of control systems and exhaust. nozzle effi- 
ciency in large rocket engines under conditions of high-altitude operation. 


Cost estimate 
Rocket motor capsule and thrust stand..__-...-.-..~.-...-..-.~..-4 $165, 000 
Propellent rocket cooling and exhaust spray._.....--_----.-.-...-.. 197, 
Instrumentation and control panels__....----_--------~-1..--..-+.- 150, 000 
Total CRORE BOM dinner aanenceenegieni bare ainmnniee .- 512,000 


Retubing of the propulsion systems laboratory primary cooler—The primary 
exhaust gas-cooler for the No. 2 test chamber of the propulsion systems labora- 
tory has been subjected to high local temperatures, vibration, and corroding 
impurities in the water. Many of the tubes have deteriorated to the point 
where they had to be blanked off. In order to permit normal operation of 
this unique facility and to forestall further damage to the secondary cooler and 
possibly the exhauster, it is essential to replace the entire set of wornout tubes. 
‘Total estimated cost, $260,000. 

Hypersonic missile propulsion facility—This project will provide a labora- 
tory building to house the following research facilities: a hypersonic tunnel to 
study propulsion systems and cooling problems at temperatures up to 4,000° F., 
a hypersonic shock tube and an air jet heated by an electric arc for the study 
of effects caused by highly dissociated and ionized air at temperatures up to 
20,000° F., and a low-density propulsion research facility to study low-thrust 
propulsion systems suitable for use at altitudes up to 60 miles. The solution 
of these problems is necessary for the development of missiles and aircraft of 
greater speeds, altitudes, and operating ranges. A model assembly room and 
offices for research staff are also included. 


Cost estimate 





Building structure and utilities.___..........._-_______- $398, 000 
Hypersonic and arc tunnelsi_....--.-- 2-22 -n ee 992, 000 
Piypersonia: SPOCK: tQasienk din adcsseselenissimceckt<i-dius—besiee— bs 200, 000 
Low-density propulsion research facility._..............-_--_____ 270, 000 
Mlectrical .syatem for are tamhel. 1. el 547, 000 
Mir Wester bb lL 2 A MO ee 8 ee gah i ix. 155, 000 
Design and engineering services._.._.......-.i1-.----~-- 128, 000 

FRCP GIUG TIN kb ahecee 2, 690, 000 


Modification of the materials research laboratory.—The proposed modificn- 
tion consists of a wing to be constructed at one end of the existing laboratory 
building. The wings will house new equipment for research on metallurgical 
and ceramic materials or interest for advanced nuclear and chemieal power- 
plants for aircraft, missiles, and space vehicles. Equipment will be provided 
for melting refractory materials at temperatures up to 7,000° F., and for forming 
or fabricating and evaluating materials up to 4,000° F. Evaluation of ultra- 

22311—58—pt. 287 
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high-temperature materials at the proposed use temperatures is a formidable 
problem, and much of the equipment for accurate application of loads and 
reliable measurement of variables must be developed in this type of facility. 


Cost estimate 






Structure, utilities, and service equipment___...........---_.-..-__- 
Consumable electrode melting equipment...............--.--_.-.--. 44, 000 
Mechanical processing equipment__.....-.....--.-..--_-..--------- 


ee a ee a 


Fuel element processing equipment__.............-._---..-_-------. 
Physics of materials equipment__.......--.--_-~--- 157, 000 
Design and engineering Ser ViCtR...nnacnvdnwn nnn nnn nsewncincwnennncn 40, 000 


ett 


High-energy rocket engine research facility——This project includes three test 
cells, control rooms, service areas, high-pressure propellant systems, exhaust 
serubbers, and silencers for pioneering studies on complete high-energy rocket 
propellant systems. 









Cost estimate 
Test cell construction and instrumentation 






eee SPRL Ue A ated oe 150, 000 
ee en II nn mw me ee EPS FO SS Osh 75, 000 
High-pressure tanks, piping, and gas supply system____._-__---__-_-- 485, 000 
nn Genmnee Gratlert- ~— = ~~ — = 2 ee 45, 000 
Cables, ducts, and exhaust gas scrubbers__.__.___-.-.----__-.-.___- 245, 000 
I al etn eralianen een 95, 000 


PUREE DAE MRI ENIREIRSS DOW a en cnctincetnctnhon pete sfeternnentebermnenpnsio 
I Th otal atinatvedipiak 


PILOTLESS AIRCRAFT STATION 


Erosion control.—The shoreline at Wallops Island has been receding rapidly 
during the last 2 years, and the existing seawall has been exposed up to 4 feet 
at some points. It is estimated that when erosion exposes 9 feet the seawall 
will fail. In order to protect the station from severe damage it is necessary 
to construct creosoted timber groins at 400-foot intervals and extending 200 
feet into the ocean. Total estimated cost, $137,000. 





SUPPLEMENTAL APPROPRIATION FOR CONSTRUCTION 





Mr. Yates. How are these related to your present supplemental 
appropriation? Are these a continuation of the construction funds 
ss in the supplemental or new equipment ? 

r.Drypren. The supplemental has in it three items. 

Mr. Umer. The total program is $33 million and $6,780,000 was 
taken out and put in the supplemental. There are three items in the 
supplemental. 

r. Yates. This is a continuation of the construction funds re- 
quested in the mepeannense ' 

Mr. Utmer. No. There are 3 separate projects included in the 
supplemental, and 12 separate projects in the regular budget. The 
complete costs of these projects are included in the respective budgets. 

Dr. Dryven. It has fen the practice to appre riate the total esti- 
mated costs rather than having us come back the second and third 
year. We like it that way because we know what is available. 
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ESTIMATED COSTS OF CONSTRUCTION PROJECTS - 


' Mr. Tuomas. And you have done a fine job, At no time have you 
exceeded your estimate. 

Dr. Drypen. That is right. One project may exceed our estimate 
but another project is then cut back so that the overall program cost 
is not exceeded. 

Mr. Yates. Is that because you have been provided ample funds 
for the project ? 

Dr. Drypven. No, sir; we cut the cloth to fit the money. If we do 
not get quite enough money to build it the way we estimate, we have 
to pull in our horns. 

. Utmer. We get a complete operating facility within the money 
even if we have to cut down its capability a little bit. 

Mr. Yares. Well, you have done a good job. Either you are magi- 
cians in making your estimates or you asked for ample money. 

Dr. Drypven. I do not think Mr. Thomas has reduced the money 
more than 10 percent and we can usually do something with 90 per- 
cent and keep within the a 

Mr. Ruope. I happened to be down at Langley Field last week and’ 
the man who makes the engineering estimates down there very proudly 
displayed bids showing that on one project estimated to cost $1.07 ,000 
he received bids ranging from $936,000 to $1,018,000. He was quite 

roud of his estimating ability. I would say that is typical of the 
Raman you see in here. These figures reflect pretty mich the current 
or anticipated cost of the projects which are envisaged and described 
in the book. 

Mr. Unaer. On the other hand, last week we let.a contract for a 
helium plant at Ames which was in excess of our estimates by $250,000. 
Now we will have to trim some of the other items to live within our 
money. 

Dr. Dryven. We like this procedure of appropriating the total 
estimated cost. It is much better in the control of the people doin 
the design. If you leave it wide open and say you will go Task an 
get the rest of the money next year, there is no restraint whatever. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


OBSOLETE FACILITIES 


Mr. Yates. Does the construction of these facilities make obsolete 
any of your present facilities, or are they already obsolete? 

Dr. Dryven. No, sir; facilities become obsolete from time to time. 
More often, like this altitude tunnel, we keep modernizing them to 
meet. new problems. The altitude tunnel was built before the com- 
ing of the jet engine to do altitude tests for reciprocating engines. 

en it was converted to jet engines and worked on the altitude prob- 
lems of jet engines for a long time. Now we are converting it to do 
research on rockets. So many times our facilities have as many lives 
as cats. 

We have two 7- by 10-foot low-speed wind tunnels at Ames which 
have been retired. Then one of our seaplane tanks was recently 
shut down. 
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Mr. Crow ey. I have a list of eight facilities that were shut down 
last year. 

r. THomas. What were they? 

Mr. Crowtey. (1) Langley impact basin; (2) Langley seaplane 
tank No. 2; (3) Langley stability tunnel for stability and control 
work at low ed (4) Langley cascade aerodynamics research ap- 
paratus; (5) gley compressible flow section which includes three 
small transonic tunnels; at Ames, two 7 by 10 tunnels; and at Lewis, 
a fuel synthesis laboratory and an icing tunnel. The icing tunnel 
is being maintained on a standby basis. 

Dr. Drypen. There is no other icing tunnel in the country. There 
is a certain amount of checkwork that the Government and indus- 
try desires so we are keeping it on standby. 

Mr. Crowtey. The fuel synthesis laboratory we will probably con- 
vert to a nonfiring missile test stand. 

Dr. Drypen. That is where we used to make small quantities 
of eon petroleum fuel. 

Mr. Tuomas. How many people were employed in those eight 
facilities ? 

Mr. Crow ey. I will have to look that up. 

Mr. Tuomas. What is your best guess at this time, and you can 
correct it. 

Dr. Drypen. 180 to 200 would be my press. 

Mr. Yates. What happened to them? 

Mr. Crowtey. They were reassigned. 

Mr. Tuomas. You say 180 to 200 at each facility ? 

Mr. Crow.ey. We are guessing about 25 at each facility. 

Mr. Tuomas, About a couple hundred, in total ? 

Dr. Drypen. Yes. One deceptive part of it is that the staffs of 
these facilities were reduced gradually so that when the facilities are 
finally closed there are not a large number of people to be reassigned. 

Mr. Yates. Do you have enough peo le to operate the tunnels? 
Tt does not do apy good to give you the facilities you ask for if you 
do not have enough people to operate them. 

Dr. Drypen. We are asking for more people to operate the facilities 
that are coming in and to increase the utilization of existing facilities. 
I went into this at some length on the supplemental. We are not 
making the best use of all our existing equipment largely because of 
lack of power, supply, and equipment money. 

Mr. Yates. This should be gone into in the other part of the ap- 
propriation ; should it not? 

Dr. Dryven. I think so. 


FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Yates. You are asking for new facilities totaling $26,220,000. 
Did you ask the Bureau of the Budget for more than that? 

Mr. Uumer. Yes, we did; we asked for a total of $39,844,000 and 
we received $33 million of that, of which $6,780,000 went in the sup- 
plemental and the balance of $26,220,000 is in the regular. 

Mr. Yates. You asked for $39 million, you received $6,780,000 in 
the supplemental, and you are asking for $26,220,000 here. What 
happened to the other $6 million ? 

Mr. Utmer. That was cut by the Bureau of the Budget. 
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CONSTRUCTION PROJECTS DISALLOWED BY BUDGET BUREAU 


Mr. Yates. What was disallowed? How important were the items 
that were disallowed ? ; 

Mr. Umer. We think they were very important. I have a list of 
them I would like to put in the record. 

Mr. Yates. What were they ? 

Dr. Drypen. One was modification of a flutter tunnel at Langley. 

Mr. Utmer. This is the full list. 

Dr. Drypven. One of them was modifications to extend the test range 
of the unitary plan tunnel at Ames; then a 1-foot hypervelocity tunnel 
at Ames; then modernization and relocation of the cee” jet at 
Wallops Island. We have in operation at Wallops velaan a blow- 
down wind tunnel which was the first full-temperature facility we 
ever had and it is very useful for preliminary work. We do not like 
to do laboratory-type operations eis We would rather use it as a 
field station. We had proposed to spend $542,000 to modernize that 
facility and to move it to Langley Field. We still think it is a 
good idea. 

Another project cut from our program was modification of the 
9- by 18-inch supersonic flutter tunnel at Langley. 

I do not know if I have accounted for all the projects that were cut. 
There were other smaller items, including land acquisition at Ames. 
The Bureau of the Budget proposal has always been, “The Navy has 
a big tract of Jand there, why not get it from them?” 

There is land available from the Navy 2 or 3 miles away, but the 
cost of running the electric power service over there comes to more 
than the purchase of the land. 

Mr. Yates. Did you show the Bureau of the Budget that? 

Dr. Drypen. Yes. 

Mr. Yares. What did they say? 

Dr. Drypen. The item was near the bottom of our priority list and 
it could not get in the program within the money they allowed. 

Mr. Yates. How does the Bureau of the Budget know what items 
to cut out? 

Mr. Utmer. We are required to show all items in a priority listing. 

Dr. Drypen. We use our best judgment. You will notice most 
projects in the upper part of this list have to do with satellites or 
missiles. 


(The list above referred to follows :) 
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Construction and equipment program—Fiscal year 1958 supplemental and fiscal 
year 1959 regular 


SOs on *» &© Ne 


| Hypersonic missile propulsion facility (Le »wis) . 





| Round off to 


Data reduction center (Langley) 
Instrumentation of a dynamic systems research 
aipiene. CLangiey)...:-...-5..-b-.-~-<e--4-0-- 
~_ -temperature structural aw facility 
(Langley). 


Ultra-high-temperature — ‘facilit 
Langley) v 


( 

12- by inch hypersonic helium tunnel (Ames) - 

110-kilovolt cable tie between east and west 
areas (Langley) 

Erosion control (Wallops) 

Air heater for the unitary plan tunnel (Lewis) .. 

Modifications to the altitude tunnel for research | 
on rockets (Lewis) _.____- 

Retubing of the propulsion systems laboratory 
primary cooler (Lewis) ........_- 

Hypervelocity research laboratory (Ames). 


~ materials — 


Modifications to the flight research laboratory 
(Ames) 

Modification of the materials research labora- | 
tory (Lewis). ___. 

Modifications to extend the test range of the | 
unitary plan tunnel (Ames)__................ 

Modernization of the flutter tunnel (Langley). 

High-energy rocket engine research facility | 
(Lewis) ‘; 

1-foot hyperv elocity tunnel (Ames) 

Modernization and relocation of the preflight | 
jet (Wallops) - 

Modification of the 9- by 18-inch supersonic 
flutter tunnel (Langley) -- 

Magnetic core storage 
computer (Lewis) - 

Diffuser for the 9- by 6-foot thermal structures 
tunnel (Langley) ‘ x 

Land acquisition ( Ames) 

Instrument research building extension (Ames) _| 

Diffuser soundproofing for the eae oe | 
tunnel (Ames) 


for data reduction 


Total, fiscal year 1959 program 





approval by 


1, 685, 000 
750,000 
137, 000 

1, 550, 000 | 
512, 000 | 
260, 000 

1, 450, 000 

2, 690, 000 

1, 253, 000 | 

2, 200, 000 


1, 924, 000 | 
375, 000 | 


' 
, 900, 000 
, 634, 000 


5.00 | 
438, 000 | 
350, 000 | 
200, 000 | 
560, 000 


260, 000 


a. , 


39, 84, 000 | | 


| 
| 
275, 000 |. 


Tentative 


irector’s 
view 
Board, 

Bureau of 


the Budget 


$3, 067, 000 
1, 040, 000 
12, 120, 000 


2, 672, 000 
1, 685, 000 


750, 000 
137, 000 
1, 550, 000 


512, 000 


Final approval by Bu- 


Dec, 10, 1957 


1958 sup- 
plemental 


26, 000 | 


1, 450, 000 


2, 690, 000 | 


27, 083,000 | 


reau of the Budget on 


1959 


regular 


1, 800, 000 


6, 730, 000 | 26, 220, 000 


Mr. Yares. Does all your work consist of missile and satellite 
work ? 
Dr. Drypven. No, but it is our judgment that in these areas we 
must put our major efforts. 
Mr. Evins. Did I understand you to say the Bureau of the Bud- 
get took an action that compelled you to buy power at a higher rate? 
Dr. Dryven. No. 


Mr. 


building: 
Dr. Drypren. Let me correct this. 


future. 


The area is building u 


Yates. What he said is that they need some land for a 


This is an investment for the 


and I think Mr. Thomas suggested 


originally that the land shawl be bought up before the price goes 


up 


igher. 


Mr. Yares. Mr. Thomas has much foresight. 
Dr. Drypen. We have had this in the badd for 4 vot 


Mr. Tuomas. That is the same problem we had at 


Dr. Drypren. This is Ames. 


LWI1S 
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Mr. Tuomas. You do not have that land yet ? 
Dr. Drypen. No. The question the Bureau of the Budget raised 
was that the Navy has a lot of land but that land is 2 or 3 miles 


— 
r. Yates. How much does that land cost ? 

Dr. Drrven. $560,000. 

Mr. Yates. Is it more now than it was when you first tried to get it? 

Mr. Umer. Yes. 

Mr. Yates. How much'more? 

Mr. Utmer. About $350,000. 

Mr. Yates. Over 100 percent more? 

Mr. Umer. Yes, we first asked for it in 1954. 

Mr. Yates. How many acres are involved 

Dr. Vicrory. About 80 acres. 

Mr. Utmer. More than that, about 90 acres. 

Dr. Drypen. Extending the water and gas and everything over 
there would cost more than $542,000. It would be more economical 
. buy the land than to take a site 3 miles away and take the power 
there. 

Mr. Yates. Did you get money for either purpose yet ? 

Mr. Utmer. We are not yet ready toexpand. We wanted to acquire 
the land for the future. 


Dr. Victory. This is a sound investment to buy land we know we 
will need before it is improved. 


Mr. Yates. The way your agency is expanding I would say that. is 
correct. 

Dr. Drypen. We are in the process of acquiring land at Cleveland 

_ we do not anticipate using immediately but it is a reserve for the 
uture. 


NACA ACTIVITY IN FIELD OF SPACE FLIGHT 


Mr. Yares. Is there any way of calculating the ratio of the amount 
of work NACA does to the work of the military in the space problem ? 
We are seeking to shoot ourselves into space. Apparently, this is a 
military requirement. In the total picture, how much work does 
NACA do and how much does the military do? 

Dr. Drypen. Our present estimate is that we have something like 
30 percent of our effort, which you can call $20 million or $21 million, 
that relates to space, ballistic missiles, antiballistic missiles, boost-glide 
aircraft, X-15 support, and work on satellite and spacecraft. Work 
which relates to and has a bearing on space is about 20 percent of our 
effort. It was 10 percent some years ago and it is on the rise. 

I do not know if you were here when I went into the specific 
studies now going on by Dr. Killian. There is a question now of 
assignment of responsibility for work into space, particularly the 
nonmilitary peacetime applications. Since the administration has 
not yet come up with a position, I have nothing to discuss with you. 
The various proposals are to have a civilian agency to handle the non- 
military aspects; an alternative is to give the Defense Department 
all responsibility for work in space, including peacetime app ications. 

Another proposal has been to have the military keep the military 
applications of space and the responsibility for scientific applica- 
tions would be given to NACA. 
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Mr. Yates. You mean you would try to keep your scientific pur- 
poses entirely separate from the military? 

Dr. Drypren. There would be the same cooperative relationship be- 
tween NACA and Defense but we would have the specific responsi- 


bility of seeing that the scientific and peaceful program is carried on. 
Mr. Evins. Off the record. 
(Discussion off the record.) 


PERSONNEL TURNOVER 


Mr. Vurseit. Dr. Dryden, do you have much trouble getting and 
keeping competent help for your organization ? 

Dr. Drypen. Our picture has improved with two happenings: (1) 
the raising of the salaries of scientists and engineers to the top of the 
grade, and (2) the slight cutbacks in the military program have 
seemed to make more people available. These two events have 
changed our alarming increase in turnover back to nearly a normal 
turnover rate, and we have not had any particular difficulty. We 
have not been recruiting a great deal recently because we are at about 
the level we can support with current funds. 

Mr. Voursety. Is much of your help drawn through civil service ! 

Mr. Umer. We are entirely a civil-service organization. 


OBLIGATION OF CONSTRUCTION FUNDS 


Mr. Voursett. Assuming that this $26 million plus is granted to you 
how much of it would be committed during the coming fiscal year? 


Dr. Drypen. Probably $7 million or $8 million. 

Mr. Utmer. No more than that for the first year ? 

Dr. Drypven. It would be something on that order. 

Mr. Vourserz. Much of this work will not be completed for about 
3 to4 years? 

Dr. Drypen. That is correct, and that would involve the bigger 
items. 

Mr. Vursexu. Off the record. 

(Discussion off the record.) 


APPROPRIATIONS ON ACCRUED COST BASIS 


Mr. Vourseii. Regarding the pressure for the Hoover Commission 
report with reference to the pay-as-you-go budget—an annual accrued 
cost type of budget—would that add to your difficulties? 

Mr. UtMer. it would add to our difficulties and would save no 
money. 

Mr. Vorsexx. It would add to the difficulties and save no money? 

Mr. Umer. That is right, sir. 

Mr. Vorsett. I would like to ask another question which would 
certainly be off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Gentlemen, this has been very instructive, and I think 
we all have thoroughly enjoyed it on this side of the table, and I think 
our stock of knowledge has improved generally. 
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SALARIES AND EXPENSES 
Program and financing 


1957 actual | 1958 estimate | 1959 estimate 





‘Program by activities: 








Operating costs: 
a ig IE cpl AiR iadatic $29, 678, 408 
Se aa Re es aS 14, 967, 772 
3. Aircraft structural research __.-_..............---.. 7, 714, 404 
4. Operating problems research __. _- tu diodes , 820, 
5. Headquarters management and coordination. _____- 1, 682, 998 
Operating costs, funded -_.__--...-.-.-.-.--.+-.-..- 55, 864, 427 
Supplies or services transferred in (—) without charge___-_. —1, 204, 804 
“OCR COTOLIE GNUTE n. . nnien oceshnensnen~apeny 54, 659, 623 
6. Relation of costs to obligations: Obligations in- 
curred for costs of other years, net__..........___- 600, 798 
Total operating program (obligations) __....-..- 55, 260, 421 
Cagste) — 
7. Capi Seca anon tceontinmeemerieiete aan ons 9, 444, 184 
Capital assets transferred without charge: 
RADII OT. .. «ann auseneuntuaemadalae —1, 340, 765 
heb reicnnandnnackieedieadelnl 371, 726 
Capital outlay, funded................... 8, 475, 145 


8. Relation of costs to obligations: 
Obligations incurred for costs of other years, net_ 


Total capital acquisition program (obligations) 
Total program (obligations)... -..-.......-... 

‘Financing: 
Unobligated balance no longer available. .............._.. 
New obligational authority. ...............-..-....... 


New obligational authority: 
Appwopriotionss .nsi5 3sis 5 in 5 Sst s cero dtben sds Gin dee orn, or $71, 000, 000 $80, 480, 000 


293, 354 
8, 768, 499 













1957 actual | 1958 estimate | 1959 estimate 








Total number mtg Bot. shsnckcdendeneduhinwe 9, 000 
Full-time equiv: t of all pecitione... 5 os 1 1 
Average number of all employees. -.............-...-----.-.--- 8, 500 
Number of employees at end of year-_-_-___..-_- Lae sok tes 8, 930 
Average GS grade and salary. _-- 8.9 $6, 829 
Average salary for grades established by ‘the Director $5, 461 
01 Personal services: 
Permanent SN Ahad odecs ashe eeabiee Le clein $49, 013, 011 $53, 449, 000 
Positions other than permanent..............- Lic wheal 230 1, 500 
Other personal services. ....-.......--.-.-------...-.- 522, 717 581, 500 
Total personal services...........-.-----.-.-------.. 46, 49, 536, 458 54, 082, 
02 Travel... pallida: dite ead maphack died ach 402, 500 432, 000 
03 Transportation of things __ eoreceoacesiinten a iiaieladaaiadael 155, 000 158, 000 
04 Communication services acta tet tna alucieialensaee ate ee 227, 400 281, 000 
05 Rents and utility services..................-....--..-.-..- 1, 270, 226 1, 506, 000 
Electric power loka time siiliad aiceMiebbe bibbn Li 6, 085, 424 7, 829, 000 
06 Printing and rexoiunion.. eevidlie’ 129, 060 130, 000 
‘07 Other contractual services... .-.............---------.--.- 484, 255 544, 000 
Repairs and alterations... ..............-.-.--.-..-- 898, 125 1, 553, 500 
Research contracts_.................-- 410, 000 410, 000 
Services by other agemcies......-................-..- 64, 300 106, 509 
Ee DU ee Bice alga cnc cedebewhe 90, 000 90, 000 
Security investigations....._.. bass § SES 50, 000 80, 000 
08 Supplies and materials.............-...-...-..-..--.-.- 5, 669, 620 6, 234, 000 
ee ro indi eeiteneminadaennedil 2, 463, 417 3, 666, 000 
11 Grants, subsidies, and contributions... ......._|.- 3,040,665 | 3, 404, 000 
13 Refunds, awards, and indemmnities....................-..- 6, 000 6, 000 
15 Taxes and assessments......-..........-..-.-..--.. 17, 550 18, 000 
a ee es Peer ee eee hla der sin hak 71, 000, 000 80, 480, 000 
Deduct accounts receivable at end of year_................... We 6. 602 4. teat... 


te Ser gt Eee tty eet Danes 71, 000, 000 80, 480, 000 
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Let us take a quick look at the details in the salaries and expense 
budget, and finish out the record. 


SUMMARY JUSTIFICATION DATA 


At this point in the record we will insert pages 2 and 4 through 9 
of the justifications, which shows the salaries and expenses this year, 
at $80,480,000. 

(The pages referred to follow :) 


GENERAL STATEMENT 


Regular estimates of appropriations for the National Advisory Committee for 
Aeronautics for the fiscal year 1959 are submitted in the amount of $106,700,000, 
Summarized as follows: 


Salaries ame eupemeeG ss. - in i es ks $80, 480, 000 
Construction and equipment. 


RESPONSIBILITIES AND OBJECTIVES 


The National Advisory Committee for Aeronautics is the Government agency 
charged with the responsibility for conducting an adequate program of scien- 
tifie aeronautical research. It was established by the Congress in 1915 to 
“supervise and direct the scientific study of the problems of flight with a view to 
their practical solution.” 

The work of the NACA is directed toward the overall objective of providing 
the new scientific knowledge essential to assure American leadership in aeronau- 
tics. The immediate objectives of the NACA are to solve, as quickly as faciilties 
and personnel permit, the most pressing scientific problems of high-speed flight, 
and to assist the military services and the aircraft industry in the practical 
application of this research information to the design of effective airplanes, 
missiles, and space vehicles. To the extent permitted by the urgency of these 
immediate objectives, the NACA directs research to other requirements of mili- 
tary aviation and to the needs of commercial and private aviation. The re- 
search of the NACA insures that funds expended by the Government for new or 
improved aircraft result in the procurement of the most effective aircraft 
obtainable. 

FUNCTIONS 


To discharge its responsibilities, the NACA forecasts the trend of aeronautical 
development, civil and military; anticipates the technical problems that will 
arise; design and provides the special research facilities needed to solve the 
problems; coordinates the aeronautical research program of the Government; 
eonducts scientific investigations in its own laboratories; and encourages and 
supports research in scientific and educational institutions. The results of the 
Committee’s research, in the form of consultations and reports, are made avail- 
able to the military services and other Government establishments, to industry 
and, to the extent permitted by classification, to scienitfic and educational insti- 
tutions and libraries and others concerned. 

In carrying out effectively its functions of coordinating aeronautical research, 
the NACA is assisted by 4 technical committees, an industry consulting committee, 
and 24 subcommittees whose 445 members serve as such without compensation. 
The members of these committees are specially qualified technical personnel from 
Government agencies concerned with aviation, from the aircraft and air-transport 
industries, and from scientific and educational institutions. These technical 
committees act as coordinating groups, providing effectivley for the interchange 
of information and ideas and for the avoidance of duplication. 

A new special Committee on Space Technology has recently been established 
to assist the main Committee in coordinating and bringing into sharper focus 
the substantial and increasing effort of the NACA on problems of flight beyond 
the earth’s atmosphere. 

Research of the NACA is not considered complete until results are tested by 
sufficient practical application. NACA research does not include the develop- 
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ment of specific aircraft or equipment. However, because of the unique nature 
of the NACA’s research facilities, the NACA provides technical assistance in the 
solution of the specific problems involved in the development of improved military 
aircraft and equipment. 


NATURE OF CURRENT PROBLEMS IN AERONAUTICAL RESEARCH 


The NACA research effort may generally be divided into the following 22 fields 
of work or researeh programs: 


Aerodynamics : Powerplants : 
Fluid mechanics Aircraft fuels 
Stability and control Combustion 
Internal flow Lubrication and wear 
Aircraft propellers Compressors and turbines 
Seaplanes Nuclear-powered engines 
Rotary-wing aircraft Engine performance and operation 
Aircraft configurations Engine materials 

Rocket engines 

Aircraft construction: . Operating problems : mane 
Aircraft structures Aircraft operation nied 
Aircraft loads Aeronautical meteorology 
Vibration and flutter Aircraft fire prevention 
Aircraft structural materials 


Information on the progress and on the nature of the current problems in each 
field of work will be presented at the hearings on these estimates. 


NECESSITY tent. 


The necessity for NAOA research and the rate at which it, should be conducted 
are almost entirely determined by the NACA’s responsibility to.military aviar . 
tion, including missile and space technology:. The magnitude of the NACA/s 
research effort very largely determines the quality and rate of development of . 
advanced prototypes of aircraft, missiles, and space vehicles. At a time when 
unprecedented sums are being spent for these items, it is essential that the most 
advanced designs be chosen for production, and this in turn depends on the 
availability of sufficient research data to insure superior performance. 

The NACA’s work, therefore, falls into two principal categories: (1) research 
to furnish new ideas and (2) the application of new ideas to current and ‘pro- 
posed designs in cooperation with the military services and the industry. : 

In the light of the recent public demonstrations of Russian scientific technol- 
ogy, the NACA at its meeting on November 21, 1957, concluded that the NACA’s 
scientific resources, both personnel and equipment, must be utilized to the maxi, 
mum practical extent, and authorized the fiscal year 1959 estimates to.provide. 
for the maximum utilization of existing facilities, with particular emphasis on 
work in the hypersonic speed areas. 

All NACA activities are being pressed now to expedite research in the hy- 
personic speed areas for application in the missile development program...Under 
the minimum budget available for the current year we are unable properly to 
meet current responsibilities. Supplemental funds have been requested to meet 
our increasing responsibilities and to permit an orderly approach to the level 
proposed in the fiscal year 1959 estimates. The supplemental estimates include 
$5 million for salaries and expenses and $6,780,000 for construction and equip 
ment. 

Only continued scientific research ‘can givé the Nation assurance that: ite airs 
craft, missiles, and space technology will be kept at least equal of those of any 
other nation. In order to develop them to their full potentialities scientific 
research must be prosecuted with vigor and imagination. 


SUMMARY OF FISCAL YEAR 1959 ESTIMATES 


Salaries and expenses 


An appropriation of $80,480,000 is requested for salaries and expenses for the 
fiscal year 1959. This sum will provide for operation of the NACA Headquarters 
in Washington, D. C.; three major research laboratories at Langley Field, Va. ; 
Moffett Field, Calif.; and Cleveland, Ohio; the High-Speed Flight Station at 
Edwards, Calif.; the Pilotless Aircraft Station at Wallops Island, Va.; and the 
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coordination offices at Los Angeles, Calif., and Wright-Patterson Air Force Base, 
Ohio. The plant value of the NACA’s laboratories and stations is approximately 
$360 million. 

A summary table comparing the fiscal year 1959 estimates with amounts re- 
quired for the fiscal year 1958 will be found on page 9. The appropriation for the 
fiscal year 1959 represents an increase of $4,480,000 over the amount required 
for the current year. The major factors that make this increase necessary are 
as follows: 

Personal services.—An increase of $3,545,542 is required to maintain through 
1959 the proposed June 30, 1958, level of employment (8,400), and to provide for 
600 new positions requested for the budget year. The new positions are re- 
quired (1) to staff new facilities coming into full operation during the budget 
year (290 positions) ; and (2) to permit increased utilization of certain existing 
facilities (310 positions). 

Utility services—Approximately $1,056,000 of the $1,209,350 increase requested 
for utility services is required to provide electric power for the accelerated 
operation of the unitary plan tunnels and certain other major facilities; and 
for the increased electric power requirements of recently modernized research 
facilities. The remainder of the increase is required to meet increasing needs for 
water and gas, and for the rental of additional data reduction equipment. 

Contractual services and equipment.—The $464,903 increase requested for 
these purposes is required (1) to provide for the continuing modernization of 
the NACA’s research facilities; and (2) to procure instrumentation for research 
projects concerned with satellites and other space vehicles. 

Supplies.—The reduction of $1,130,620 under the amount required for the fiscal 
year 1958 is the result of a planned procurement of $1 million worth of rockets 
during 1958 to obtain the most advantageous price and thereby provide a stock 
for use in both 1958 and 1959. 

Detailed analyses and justifications for each object of expenditure under the 
salaries and expenses appropriation are presented in the section beginning on 
page 10. Summary sheets are included at the end of this section showing actual 
and estimated obligations for each laboratory, station, and office for the fiscal 
years 1957, 1958, and 1959. 

Construction and equipment 

To discharge its responsibilities in conducting scientific aeronautical research, 
the NACA must design and construct, at its laboratories and research stations, 
the special research facilities required for solution of the problems of flight. 

The 1959 estimates reflect the urgent need for additional facilities for research 
in the hypersonic speed range, and the continuing need for modernizing existing 
facilities. The 1959 construction program totals $26,220,000 summarized as 
follows : 


ko ccataibe bebe a—<erewar'hinieaninthn $19, 745, 000 
Modernization of research facilities__......__________--____-______ 5, 828, 000 
Modernization of supporting technical facilities_.__.______ de 260, 000 







General plant and utility improvements___..__..---------.----_~_- 887, 000 


A supplemental estimate for the fiscal year 1958 includes 3 projects totaling 
$6,780,000 for the Langley Laboratory. Detailed justifications are set forth in 
a separate booklet entitled “Construction and Equipment, NACA” (fiscal year 
1958). 

Continuing the practice follewed for the past 8 years, a request for the 
necessary authorizing legislation for the 1958 supplemental and for the 1959 
regular program has been submitted to the Senate and to the House of Repre- 
sentatives in order that legislative consideration of the programs may proceed 
concurrently with consideration by the Appropriation Committees. 

A priority listing of the construction projects proposed for the fiscal year 
1959-is presented on page 130 followed by a functional summary on page 131, 
a location Summary on page 132, and by a summary of construction and 
equipment programs on page 133. Brief justifications for the 1959 construction 
projects begin on page 134. Detailed writeups are presented in separate a 
booklet entitled “Construction and Equipment, NACA” (fiscal year 1959). 
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Summary 
. Fiscal year | Fiseal year | Increase (+) 
Page : 1958 1959 _. or de- 
it| Sonate Peet | 
1 Number of employees; 
: Start of years. i ch eel 8,052 8, 400 
Sabo peel .5.6.28.- S.-i eT 8, 400 9, 000 
12} Personal services....._.....................-.....--_] $50, 486, 458 |“ $54, 082;000"} 7 +-$3;545, 542 
25 OO eee ee 402, 500 432, 000. +29, 500 
31 "Teambportatiee 622). 58 SIS 155, 000 158, 000 +3, 000 
32 Comnmunieastion.. .......................Ligeeees 227, 400 281, 000 +53, 
33 CC Oe Pion «ovine cctieenn <i 8, 125, 650 9, 335, 000 +1, 209, 350 
49 West se 5k ih Ek a Ee Lae 129, 060 130, 000 + 
51 Contractual service®...-..;-6------<0----+-asbbevca de 2, 546, 680 2, 784,000 +237, 
74 Mie Ka eet tl 2 eee ES 7, 364, 620 6, 234, 000 —1, 130, 620 
79 Equipment. ..-_...- igh: 4 JdaghtecG oe aimcepis- T1408 ast 3, 438, 417 3, 666, 000 +227, 583 
114 pel sake lintel, ie leet — Kaa OR - 40 3, 100, 665 3, 404, 000 +303, 335 
116 iordemenGttee). 6.2, ct US pS -coil_ oil. 6, 000 Gi... 
117 FROG co) 2.9 5. nap cheb ons jeala sen 17, 550 18, 000 +450 
LA th Tet tc dee 5 gn np aaiebes Beseak: pea 76,000,000 | 80,480,000 | +4, 480, 000 
[eRe SS STOTT TE re ete - -------n--| +8, 000, 000 
AR nas. 605 40h teriede<9phttcanhsbdoanne 71, 000, 000 80, 480, 000 +9, 480, 000 
128 | Construction and equipment: 
ee aininn nent een =tieted patie t: <tneiad aie 41, 780, 000 26, 220,000 | —15, 560,000 
Supplemental. ____- | _y ee cepa +6, 780, 000 
BR oii a9 os neti nnsniieeadoken 35, 000, 000 26, 220, 000 —8, 780, 000 
Total appropriations... ..__.....-..--..---.-<<----+ 


106,000,000 | 108, 700, 000 +700, 000 


Mr. Tuomas. We cannot get along without this table which appears 
on page 9 of the justifications, is shows 1958 and 1959. What 
happened to 1957? 

Mr. Unmer. It has been our practice to show only 2 years in this 
table, Mr. Thomas. I am sorry if we forgot 1957. 


NUMBER OF EMPLOYEES 


Mr. THomas. Well, it is a good year, and you cannot afford to slight 
1957. It is 12 months, which is a long time. 


The number of employees for 1959 is really about 9,000. 

Dr. Dryven. Attheendoftheyear. 

Mr. THomas. We do not like this annualization but we do not want 
to have any arguments on that with you again now. 

You have 8,400 this year including your supplemental—that is your 
request, rather, and for all practical purposes you will have for fiscal 
year 1959, 1,000 more employees which will give you 9,000, and your 
personnel cost is what? 

Dr. Dryven. It is plus $3.5 million, 1959 over 1958. 

Mr. Tuomas. It is about $54 million out of your total of $80 million. 


OTHER OBJECTS 


Then your travel here is in the amount of $432,000. Everything 
is going up; is it not? 
his represents a $29,500 increase. 
I note your peice ea is $158,000 against $155,000 for last 
year, or an increase of $3,000. 


ca a AE aI a 


genet lS i AO EM ea LEAL A LEILA I ALE 
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Your communications go up also this year to $281,000 against 
$227,400 for last year. 

Your utilities services go up $1,209,000. 

Dr. Dryven. That is electric power principally. 

Mr. THomas. That will amount in 1959 to $9,335,000. That is a 
pretty good indication of what you are doing, if your power bill is 
going up. If it is not going up, someone is not doing much work; is 

at 1 

Dr. Drypen. That is right. 

Mr. Tuomas. And, if your facilities remain modern and intact, 
that is also a bad indication ; is it not ? 
Mr. Uuaer. If the power bill does not go up and if we have new, 





modern, and more powerful facilities, something is wrong; yes, sir. 

Mr. Tuomas. Your printing bill goes up $940 to $130,000. 

Your contractual services go up $237,320 to $2,784,000, as against 
$2,546,680 for fiscal 1958. 

Then we have supplies again, and they show a minus of $1,130,620. 

Mr. Uumer. Yes, sir; that is a minus of $1,130,000. 

Mr. Tuomas. Well, we never mention anything less than $1 million 
in here, do we? 

PERSONAL SERVICES 


We will place in the record at this point the table for personal 
services by installation, which appears on page 12 of the justifications. 


Personal services 


Fiseal year 1959 
estimated 














Fiscal year 1957 | Fiscal year 1958 
obligated estimated 





Anal by location: 
ACA Headquarters... ..-..._....-.- 

Langley Laboratory.............---.-- 
Ames Laboratory.................-.-- 

Sc EE 
High-speed station..................-- 
Wallops — ihe eS Ad UL Gon Lhd 


Total, all locations........_-__.____- 


Analysis of positions and cost: 


End of year employment. ._..__.____- east UY 
FD NIG in onsen ccen--s<cecece) | SOUOD focnncescccce]| “SN Beeless ie- 


—_——. | —_— _— | — | ————— ——__ ] —__—————_ 


-—— | — | ——— | | Ss SES St—— 








Average number of positions_........| | 7,863 |..:...2-4.-.] 8,163 }.-...-.-...- 
Annual cost of positions... __ SOK 2 S35 FS S1i } 52, 421, 516 










, 






Net cost of positions... ....__.____. 49, 951, 921 
Intermittent employment.._._......__|--..-.-- 730 
Pay above 52-week base......._..._-- iw se dekl 200, 237 
Payment above basic rates!_.. _ )...-..)\-. 


bedi rie panensesaGgn teste eben etna 
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Mr. Tuomas. I note your headquarters here has 163 people, and 
you are going up to 170. 

We are going to finally get that headquarters up to where it be- 
longs, are we not? 

. Dryven. I think it is a pretty small headquarters compared to 
the overall operation. 

Mr. Tuomas. You have a large headquarters at Langley, a large 
headquarters at Ames, a large headquarters at Lewis, and now you 
have a western office out in California. 

Dr. Drypen. We have four people out there. 


WESTERN COORDINATION OFFICE 


Mr. Tuomas. I have often wondered why you have an office in 
California. 

What do they do there? 

Mr. Victory. Mr. Chairman, 60 percent of the aircraft industry is 
located on the west coast, and it is a very smart idea to have a west- 
ern headquarters for contact with that great segment of the aircraft 


industry. 

Mr. Mesicaid. For contact? What are you going to contact? 

Dr. Drypen. We use them instead of sending a man from Langley 
to the west coast, to get detailed information on particular items. 

Mr. Tuomas. I have been to the installation, and people would 
come in there by the dozens, I presume, from the nearby locations. 

Dr. Drypen. They come to us when they want something. 

Mr. Tuomas, They had no trouble getting in, and they were cour- 
teously treated when they go there. 

Dr. Drypen. They come to us when they want something, and we 
go to them when we want something. 

Mr. Vicrory. It is quite efficient, Mr. Chairman, to have those four 
people there. 

Mr. Tuomas. What do they do? 

Mr. Vicrory. They contact the industry. They bring to the indus- 
try’s attention the things that are applicable to our problems and 
they answer industry’s questions, and it save time and travel costs 
all around. 

DISTRIBUTION OF REQUESTED POSITIONS 


Mr. Tuomas. Your new staffing problem is set out in this table at 
page 13 of the poset pare We will insert the table which appears 
in the middle of page 13 into the record at this point. 


(The table referred to follows :) 






ra 
GEE CEE inc canccticdncwenccsccesiednacsunyecsacbeoun Niet eben 
Witops station... 2.222022... c2sc ce ccrwenccevecescscccrcsevsfecoceweswecus 
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TRAVEL EXPENSE 


Mr, Tuomas, Why does, your travel bill keep on going up every 
ear? 

: Mx. Vicrory., The cost. of transportation is going up, sir, and the 
need for having our men keep abreast of the progress in this, very 
rapidly changing art is great, and we have to attend more scientific 
meetings in order to keep abreast. 

Mr. Umer. One of the big items, Mr. Thomas, is the committee and 
subcommittee travel. 

Mr. Tuomas. That is your largest item; is it not? 

Mr. Utmer. It is the largest single item, yes. 

Mr. Tuomas. Where do they travel to, and from ? 

Do: they travel from their homes to the headquarters, and to the 
laboratories ? 

Mr. Uxmer. The meetings are held both in Washington and at 
the various laboratories. 

Mr. Tuomas: At this point in the record we will insert page 25 
of the justifications, and yalbo the top of page 26. 

(The pages referred to follow :) 


Travel 








Fiscal year Fiscal year 
1957, obli- 1959, esti- 
gated mated 
Avaipte by location: 

Ns Sc Sebanncde Ub nosn anomnns $209, 000 
Langiey muoretory............................5 3. Se 87, 000 
ew a eka ic anes unieeee 48, 000 
Lewis laboratory: - So SALW gy bknaddatunbheddbbe 52, 000 
High-speed station_. A 7 ESS ; wel 31, 800 
Nan wp pan cancameyesnpgthaes Diieeaie 1, 000 
WoestemmncGaee 555 5253-402 - ch cide id 2,000 
eee cg hbaliniecatinnetekand 1, 200 

mbes GD WeGRNOS.. «<5 onion nc snc ce ncs edged, 432, 000 

Analysis by types.of travel: 
Research travel: 
NACA technical meetings-_-.__..............--.....-.- 150, 000 
Research coordination with: 

I seinen accu Semtei be ete aele coh 41, 000 
NACA research activities.....................---- 68, 700. 

Other Government research activities._..........- 43, 700 
Universities... 22/021 2.001. Uses. ae 9, 700 

De seiectsttttise tute dae 44, 400 

Weigle itachi 11, 200 

Sebald mepeerah teeta « - nde denn c en bh pepe nade $ 368, 000: 





Administrative travel: 
NE ES ke mrin dnc ccenunnscsbebinedaeqecon 
Construction and procurement... ._...........-.-.-...-..- 
Emergency relocation program .-..._......--..-------.-- = 
Executive and policy matters. -_............-...-..-..-.--- 
ih sh éctemtieiiwe dupeseehks aodaeee. 
Outside meetings... .....-.- cuneemnel pe ereraaneih duvet wis Sandan 
yee oetaig ened cane 
Recruiting.......-- cee oae ee 
Reimbursement for local ‘transportation -- Saanaoees ssosaaeee 


Total, administrative travel__...........-.......---..-- 
PURI vn. ca cen fate sn ncn c ons hice soccdecteees | 
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. RESEARCH TRAVEL 


NACA committee and subcommittee meetings.—In the discharge of its re- 
sponsibilities, the NACA endeavors to forecast the trend of aeronautical develop- 
ment, civil and military; to anticipate the research problems that will arise; 
to design and provide the special research facilities needed to solve the prob- 
lems; to coordinate the aeronautical research program of the Government; to 
conduct scientific investigations in its own laboratories; and to encourage and 
support research in scientific and educational institutions. 

In carrying out effectively its function of coordinating aeronautical reasearch, 
the NACA is assisted by a group of approximately 30 technical committees and 
subcommittees. The members of these committees (a total of approximately 
445 individuals) are specially qualified technical personnel from the Depart- 
ment of Defense and other Government agencies concerned with aviation, from 
the aircraft and air-transport industries, and from scientific and educational 
institutions; they are experts in all branches of the aeronautical sciences. Their 
services are made available to the Government through the unique form of 
NACA organization without any direct form of compensation being paid by the 
Government; the Government merely pays their travel expenses. The commit- 


tees act as coordinating agencies, providing effectively for the interchange of 


information and ideas and for the prevention of duplication. It is estimated that 
approximately 77 meetings will be held during the fiscal year 1959 at an esti- 
mated cost of $150,000. This is an increase of 3 meetings at an estimated 
cost of approximately $9,000 over the amount required for the current year 
meetings. There is presented at the end of this section a breakdown of the 
committee and subcommittee meetings proposed for the fiscal year 1959. 

Mr, Tuomas, I note that even the budget people have to travel. 

It is estimated that $6,000 will be required for travel under this 
subheading. , 

For what do they have to spend $6,000? Will not a letter bring you 
up to date on all the information you want ? 

Mr. Utmer. Well. the amount of $6,000 for travel in the budget 
group is very small. Most of that $6,000 is for our fiscal auditors who 
make periodic audits of our field accounts. In fact, the budget travel 
is less than $500 a year. 


NACA COMMITTEE AND SUBCOMMITTEE TRAVEL 


Mr. Tuomas. At this point in the record we will insert the com- 
mittees which are listed. 


(The information referred to follows :) 


22311—58— pt. 238 
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Mr. Tuomas. How many people do you have on your committees ! 

Mr. Utmer. It would total chont 450 to 500 — altogether. 

Mr. THomas. How many committees do you have 

Mr. Utmer. About 30. 

Mr. THomas. How many people? 

Mr. Utmer. It runs between 15 and 26 per committee. 

Mr. Tuomas. And these people are exclusive of the members of the 
main Committee? How many members of the main Committee do 
you oes Do you have one member of the board serve with each com- 
mittee = 

Mr. Uxmer. There are 17 members on the main Committee. The 
chairman of each major technical committee, such as Aerodynamics, 
Propulsion, and so forth, is a member of the main Committee. 

. THomas. What do you call your major and minor committees ? 

Mr. Victory. We call the major committees Aerodynamics, Power- 
plants, Operating Problems, and so forth. 

Mr. Tuomas. You set out your committees. You have NACA and 
Executive; Aerodynamics, Aircraft Construction, Industry Consult- 
ing, Operation Problems, Powerplants for Aircraft, and so forth. 
ere are your subcommittees under that? You have six big com- 
mittees. 

Dr. Dryven. The Industry Consulting Committee is a special one 
ye gives the heads of the companies a chance to voice any problems 
they have. 

Mr. Tuomas. I had the idea until I looked over this travel bill here 
that you didn’t get your committees together often, and that they did 
not like to travel. | 

Dr. Drypen. We hold a total of about 75 meetings per year. 

.. Mr. Tuomas. How many people usually attend these meetings? 

Dr. Drypen. Something on the order of 15 per meeting. 

Mr. Tuomas. What.is your full membership of each committee ? 

Mr. Utmer. The average is about 19. 

Mr. Tuomas. And at an average meeting you would have 15 mem- 
bers out of the 19 present ? 

Mr. Utmer. That is about right. 

Mr. Tuomas. That is pretty good, I would say. 

Dr. Drypen. Often we have a perfect attendance. 

Mr, Tomas. How long do the committee meetings last? 
~ Dr. Drypen. Some are for 1 day, and some are for 2 days. 

Mr. Tuomas. That is:a pretty good record. If you can get a group 
of businessmen to break away from their own business and travel 1,000 
miles or 1,500 miles to attend to the business of someone else, particu- 
larly the public’s business, that is a pretty fine commendation for 
them, is it not? You pay them nothing except their per diem and 
expenses, isthatright?: © ~~: ; 

Dr. Drypen, That is correct, The record is very . 

‘’ Mr. Toomas. Who are the members on your subcommittees? You 
set out the membership of the large committees, but you do not set 
out the membership of the subcommittees. 

Mr. Unarer. Well, we have that in another book. TI did not happen 
to bring it. 

Mr. Tuomas. Let us put itin the record. 

Dr. Drypen. We have all of the names, as well as the affiliations, 
and their address. They are all in here. ° 
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(The information requested follows :) 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


SPECIAL COMMITTEE ON SPACE TECHNOLOGY 


Dr. H. Guyford Stever, chairman, omsceie dean of engineering, Massachusetts 
Institute of Technology, Cambridge, Ma 

Col. Norman C. Appold, USAF, Assistant 8 the Deputy Commander for Weapons 
Systems, Air Research and ‘Development Command, Andrews Air Force Base, 
Washington, D. C. 

Abraham Hyatt, research and analysis officer, Bureau of Aeronautics, Depart- 
ment of the Navy, room 2W87, Washington, D. C. 

Dr.. Wernher von Braun, Director, Development Operations Division, Army Bal- 
listic Missile Agency, Huntsville, Ala. 

Dr. Hugh L. Dryden (ex officio) 

Robert R. Gilruth, Langley Aeronautical Saboraten 

H. Julian Allen, Ames Aeronautical Laboratory 

Abe Silverstein, Lewis Flight Propulsion Laboratory 

Dr. H. W. Bode, director of research—physical sciences, Murray Hill Laboratory, 
Bell Telephone Laboratories, Inc., Murray Hill, 'N. J. 

Dr. Milton U. Clauser, director, Aeronautical Research Laboratory, Ramo-Wool- 
dridge Corp., Post Office Box 45142, Airport Station, Los Angeles, Calif. 

Prof. Dale R. Corson, department of physics, Cornell University, Ithaca, N. Y. 

J. R. Dempsey, manager, Convair—Astronautics, Post Office Box 1128, San Diego, 
Calif. 

S. K. Hoffman, general manager, Rocketdyne Division, North American Aviation, 
Inc., Canoga Park, Calif. 

Dr. W. Randolph Lovelace II, Lovelace Foundation for Medical Education and 
Research, Albuquerque, N. Mex. 

Dr. W. H. Pickering, director, Jet Deepens Laboratory, California Institute of 
Technology, Pasadena, Calif. 

Dr. Louis N. Ridenour, assistant general manager, Research and Development, 
Missile Systems Division, Lockheed Aircraft Corp., Post Office Box 504, Sunny- 
vale, Calif. 

Dr. J. A. Van Allen, department of physics, State University of Iowa, Iowa City, 
Iowa. 

Carl B. Palmer, secretary 


COMMITTEE ON AERODYNAMICS 


Preston R. Bassett, chairman, 84 High Ridge, Ridgefield, Conn. .. 

Dr. Theodore P. Wright, vice chairman, vice president for research, Cornell Uni- 
versity, 333 Administration Building, Ithaca, N. Y. 

Maj. Gen. Ralph P. Swofford, Jr., United States Air Force; Director of Research 
and Development, U.S. Air Force, 44344 The Pentagon, Washington, D. C. 

Col. Randall D. Keator, United States Air Force, Chief, Aircraft Laboratory, 
Wright Air Development Center, WCLS, Wright-Patterson Air Force Base, 
Ohio 

Rear Adm. L. D. Coates, United States Navy, Assistant Chief of the Bureau of 
Aeronautics for Research and Development, Department of the Navy, Room 
2W65,. Washington D. C. 

Abraham Hyatt, Bureau of Aeronautics, Department of the Navy, Room 2W87, 
Washington, D. C. 

Capt. Robert L. Townsend, United States Navy, Assistant Director, Research and 
Development Division, Bureau of Ordnance, Department of the Navy, Room 
0448, Washington, D. C. 

Brig. Gen. J. A. Barclay; United States Army, Army Ballistic Missile Agency, 
Huntsville, Ala. 

Col. John Norton, United States Army, Office of the Chief of Research and De- 
velopment, Department of the Army, 3E438 The Pentagon, Washington, D. C. 

Harold D. Hoekstra, Aircraft Engineering Division, Civil Aeronautics Adminis- 
tration, Washington, D. C. 

Dr. Hugh L. Dryden (ex officio) 

Floyd L. Thompson, Langley Aeronautical Laboratory 

Russell G, Robinson, Ames Aeronautical Laboratory 

Dr. Milton U. Clauser, Director, Aeronautical Research Laberatory, Ramo- 

Wooldridge Corporation, 5730 Arbor Vitae Street, Los Angeles 45, Calif. 
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Capt. W. S. Diehl, United States Navy, (retired), 4501 Lowell Street NW., Wash- 
ington, D.C. 


Clarence L. Johnson, vice president, research and development, Lockheed Air: 
craft Corp., Burbank, Calif. 

Dr. A. Kartveli, vice president, research and development, Republic Aviation 
Corp., Farmingdale, Long Island, N. Y. 

Schuyler Kleinhans, assistant chief engineer, Santa Monica division, Douglas 
Aircraft Co., Santa Monica, Calif. 

Dr. Clark B. Millikan, director, Daniel Guggenheim Aeronautical Laboratory, 
California Institute of Technology, Pasadena, Calif. 

Kendall Perkins, vice president, engineering, McDonnell Aircraft Corp., Lambert- 
St. Louis Municipal Airport, Box 516, St. Louis 3, Mo. 

‘George 8S. Schairer, Boeing Airplane Co., Box 3707, Seattle, Wash. 

Dr. William R. Sears, Graduate School of Aeronautical Engineering, Cornell Uni- 
versity, Ithaca, N. Y. : 

R. C. Sebold, vice president, engineering, Convair, Mail Zone 1-71, division of 
General Dynamics Corp., Post Office Box 1950, San Diego, Calif. 

H. A. Storms, Jr., chief engineer, Los Angeles division, North American Aviation, 
Inc., International Airport, Los Angeles, Calif. 


George S. Trimble, Jr., vice president, chief engineer, the Martin Co., Baltimore, 
Md. 


Milton B. Ames, Jr., secretary 


SUBCOMMITTEE ON FLUID MECHANICS 


Prof. William R. Sears, chairman, graduate school of aeronautical engineering, 
Cornell University, Ithaca, N. Y. 

Lt. Col. B. W. Marschner, United States Air Force, Director, Ballistic Missile Test, 
HDW, Air Force Missile Development.Center, Holloman Air Force Base, N. Mex. 

E. Haynes, Chief, Mechanics Division, Air Force Office of Scientific Research, 
SRDA, Washington, D. C. 

Dr. Frederick S. Sherman, Office of Naval Research, Department of the Navy, 
2713 Building T-3, Washington, D. C. 

John D. Nicolaides, Bureau of Ordnance, Department of the Navy, Room 0424, 
Washington, D. C. 


Dr. Joseph Sternberg, Ballistic Research Laboratories, Aberdeen Proving Ground, 
Md. 


Dr. G. B. Schubauer, Chief, Fluid Mechanics Section, National Bureau of Stand- 
ards, Washington, D. C. 

Dr. Adolf Busemann, Langley Aeronautical Laboratory. 

‘Clinton E. Brown, Langley Aeronautical Laboratory. 

Dr. D. R. Chapman, Ames Aeronautical Laboratory. 

Robert T. Jones, Ames Aeronautical Laboratory. 

Dr. John C. Evvard, Lewis Flight Propulsion Laboratory. 

Dr. J. V. Charyk, head, aerodynamics and propulsion division, Aeronutronic Sys- 
tems, Inc., 1234 Air Way, Glendale, Calif. 

Prof. Wallace D. Hayes, James Forrestal Research Center, Princeton University, 
Princeton, N. J. 


Dr. A. R. Kantrowitz, director, Avco research laboratory, Avco Manufacturing 
Corp., Everett, Mass. 

Prof. Otto Laporte, professor of physics, University of Michigan, Ann Arbor, Mich. 

Prof. Lester Lees, Guggenheim Aeronautical Laboratory, California Institute of 
Technology, Pasadena, Calif. 

Prof. Hans W. Liepmann, Daniel Guggenheim Aeronautical Laboratory, Cali- 
fornia Institute of Technology, Pasadena, Calif. 

Prof. C. C. Lin, department of mathematics, Massachusetts Institute of Tech- 
nology, Cambridge, Mass. 

Prof. BE. L. Resler, Jr., graduate school of aeronautical engineering, Cornell Uni- 
versity, Ithaca, N. Y. 

Ernest O. Pearson, Jr., secretary 


SUBCOMMITTEE ON HIGH-SPEED AERODYNAMICS 


Dr. Clark B. Millikan, chairman, director, Daniel Guggenheim Aeronautical Lab- 
oratory, California Institute of Technology, Pasadena, Calif. 

Robert F. Robinson, Air Research and Development Command, RDTAA, Andrews 
Air Force Base, Washington, D. C. 
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Joseph Flatt, Wright Air Development Center, WCLSR, Wright-Patterson Air 
Force Base, Ohio 

Oscar Seidman, Bureau of Aeronautics, Department of the Navy, Room 2W71, 
Washington, D. C. 

Dr. H. H. Kurzweg, Associate Technical Director for Aeroballistic Research, 
U. S. Naval Ordnance Laboratory, White Oak, Silver Spring, Md. 

C. L. Poor, 3d, chief, Exterior Ballistics Laboratory, Ballistic Research Labora- 
tory, Aberdeen Proving Ground, Md. 

John Stack, Langley Aeronautical Laboratory 

H. Julian Allen, Ames Aeronautical Laboratory 

Abe Silverstein, Lewis Flight Propulsion Laboratory 

Walter C. William, NACA High-Speed Flight Station 

John R. Clark, assistant chief engineer, Chance Vought Aireraft, Inc., Post Office 
Box 5907, Dallas, Tex. 

Alexander H. Flax, vice president, technical operations, Cornell Aeronautical 
Laboratory, Inc., Buffalo, N. Y. 

L. P. Greene, chief aerodynamicist, North American‘ Aviation, Inc., International 
Airport, Los Angeles, Calif. 

R. P. Jackson, chief engineer, Northrop Division, Northrop Aircraft, Inc., Haw- 
thorne, Calif. Unclassified Mail, 1120 Via Mirabel, Palos Verdes Estates, Calif. 

©. J. Koch, chief of staff, advanced design, The Martin Co., Baltimore, Md. 

John G. Lee, director of research, United Aircraft Corp., East Hartford, Conn. 

Dr. Albert E. Lombard, Jr., director of research, McDonnell Aircraft Corp., 
Lambert-St. Louis Municipal Airport, Box 516, St. Louis, Mo. 

Harlowe J. Longfelder, chief, preliminary design, Seattle division, Boeing Air- 
plane Co., Box 3707, Seattle, Wash. 

Prof. John R. Markham, professor of aeronautical engineering, Massachusetts 
Institute of Technology, Room 80-209, Cambridge, Mass. 

W. F. Radcliffe, chief of aerophysics, Convair-Astronautics. Division of General 
Dynamics Corp., Post Office Box 1128, San Diego, Calif. 

Ronald Smelt, director, new design office, Missile Systems Division, Lockheed 
Aircraft Corp., Post Office Box 504, Sunnyvale, Calif. 

Albert J. Evans, secretary 


SUBCOMMITTEE ON AERODYNAMIC STABILITY AND CONTROL 


Capt. W. S. Diehl, United States Navy (retired), chairman, 4501 Lowell Street, 
NW., Washington, D. C. 

Melvin Shorr, Wright Air Development Center, WCLCO, Wright-Patterson Air 
Force Base, Ohio 

Jerome Teplitz, Bureau of Aeronautics, Department of the Navy, Room 2W80, 
Washington, D. C. 

Joseph E. Leng, Bureau of Ordnance, Department of the Navy, Room 0406, 
Washington, D. C. 

J. G. McHugh, Transportation Research and Engineering Command, Fort Eustis, 
Va. 

Charles J. Donlan, Langley Aeronautical Laboratory 

Dr. J. N. Nielsen, Ames Aeronautical Laboratory . 

Hubert M. Drake, NACA High-Speed Flight Station 

BE. A. Bonney, Applied Physics Laboratory, The Johns Hopkins University, Sil- 
ver Spring, Md. 

W. O. Breuhaus, Cornell Aeronautical Laboratory, Inc., Buffalo, N. Y. 

Paul C. BPmmons, manager, development analysis, Bell Aircraft Corp., Post Office 
Box 1, Buffalo, N. Y. 

J. E. Goode, Jr., Convair Division of General Dynamics Corp., Fort Worth, Tex. 

William T. Hamilton, chief aerodynamics engineer, Boeing Airplane Co., Box 
3707, Seattle, Wash. 

Maxwell W. Hunter, assistant chief project engineer—missiles, Douglas Aircr att 
Co., Inc., Santa Monica, Calif. 

R. B. Katkov, Northrop Aircraft, Ine., Hawthorne, Calif. 

Prof. E. E. Larrabee, Massachusetts Institute of Technology, Cambridge, Mass. 

Conrad A. Lau, Chance Vought Aircraft, ine., Post Office Box 5907, Dallas, Tex. 

Jack D. Brewer, Secretary 
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SUBCOMMITTEE ON AUTOMATIC STABILIZATION AND CONTROL 


Warren E. Swanson, chairman, North American Aviation, Inc., International 
Airport, Los Angeles, Calif. 

George L. Yingling, Wright Air Development Center, WCLCO, Wright-Patterson 
Air Force Base, Ohio. 

Dr. Gerhard W. Braun, Technical Analysis Division, HDRDA, Air Force Missile 
Development Center, ‘Holloman Air Force Base, N. Mex. 

William Koven, Bureau of Aeronautics, Department of the Navy, Room 2W80, 
Washington, D. C. 

J. M. Lee, Bureau of Ordinance, ReSl-e, Department of the Navy, Room 0406, 
Washington, D. C. 

Karl L. Kocmanek, Signal Corps Engineering Laboratories, SIGFM/EL-NAN, 
Fort Monmouth, N. J. 

Charles W. Mathews, Langley Aeronautical Laboratory 

Harry J. Goett, Ames Aeronautical Laboratory 

A. 8. Boksenbom, Lewis Flight Propulsion Laboratory 

Joseph Weil, NACA High-Speed Flight Station 

Frank Andrix, director of engineering, Avionics Division, Bell Aircraft Corp., 
Post Office Box 1, Buffalo, N. Y. 

Frank A. Gaynor, Aeronautical and Ordnance Systems Division, General Electric 
Co., 1 River Road, Schenectady, N. Y. 

Dr. William J. Jacobi, The Ramo-Wooldridge Corp., 5740 Arbor Vitae Street, 
Los Angeles, Calif. 

Floyd BK. Nixon, manager, Systems Analysis Department, The Martin Co., Orlando, 
Fla. 

Louis A. Payne, Convair, Mail Zone 6-106, Division of General Dynamics Corp., 
Post Office Box 1950, San Diego, Calif. 

Duncan Pitman, Missiles Division, Douglas Aircraft Co., Inc., Santa Monica, 
Calif. 

Dr. Allen E. Puckett, Associate Director, Systems Development Laboratories, 

' Hughes Aircraft Co., Culver City, Calif. 

O. H. Schuck, Aeronautical Division, Minneapolis-Honeywell Regulator Co., 2600 
Ridgway Road, Minneapolis, Minn. 

Dr. Robert C. Seamans, Jr., RCA Aviation Systems Laboratory, Post Office Box 
430, Waltham, Mass. 

Bernard Maggin, secretary. 


SUBCOMMITTEE ON INTERNAL FLOW 


Dr. William J. O’Donnell, chairman, assistant chief engineer, development and 
experimental, Republic Aviation Corp., Farmingdale, Long Island, N. Y. 

Frederick T. Rall, Jr., Wright Air Development Center, WCLSR, Wright-Patter- 
son Air Force Base, Ohio 

Robert B. Roy, Wright Air Development Center, WCLPT, Wright-Patterson Air 
Force Base, Ohio 

R. T. Miller, Bureau of Aeronautics, Department of the Navy, Room 2W29, 
Washington, D. C. 

Dr. Thomas W. Williams, Office of Naval Research, Department of the Navy, 2610 
Building T-3, Washington, D.C. 

V. S. Kupelian, United States Naval Ordnance Experimental Unit, 9900 Georgia 
Avenue, South Building, Silver Spring, Md. 

John V. Becker, Langley Aeronautical Laboratory. 

Wallace F. Davis, Ames Aeronautical Laboratory. 

DeMarquis D. Wyatt, Lewis Flight Propulsion Eabdcalibe? 

Donald R. Bellman, NACA High-Speed Flight Station 

J. S. Alford, aircraft gas turbine department, General Electric Co., Post Office 
Box 196, Cincinnati, Ohio 

Bernard F.. Beckelman, Boeing Airplane Co., Box 3707, Seattle, Wash. 

John A. Drake, director of long-range planning and research programs, Marquardt 
Aircraft Co., Post Office Box 2013, south annex, Van Nuys, Calif. 

Harry Drell, propulsion department manager, Lockheed Aircraft Corp., Burbank, 
Calif. 

Dr. Antonio Ferri, head, department of aeronautical engineering, Polytechnic 
Institute of Brooklyn, Freeport, N. Y. 

Donald J. Jordan, Pratt & Whitney Aircraft, United Aircraft Corp., East Hartford, 
Conn. 
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Darrel B. Parke; McDonnell Aircraft Corp., Labert-St. Louis Municipal Airport, 
Box 516, St. Louis, Mo. 
M. A. Sulkin, chief thermodynamicist, North American Aviation, Inc., Interna- 
tional Airport, Los Angeles, Calif. 


SUBCOMMITTEE ON LOW-SPEED AERODYNAMICS 


R. Richard Heppe, chairman, department head, aerondynamies, Lockheed Air- 
eraft Corp., Burbank, Calif. 

Maj. E. B. Owens, USAF, Air Research and Development Command, RDTAAF, 
Andrews Air Force Base, Washington 25, D. C. 

Harvey L. Andreson, Wright Air Development Center, WCLSR, Wright-Patter- 
son Air Force Base, Ohio 

‘Gerald L. Desmond, Bureau of Aeronautics, Department of the Navy, Room 
2W78, Washington 25, D. C. 

Maj. Darrell L. Ritter, USMC, Office of Naval Research, Department of the 
‘Navy, 2608 Building T-3, Washington 25, D. C. 

Maj. William H. Brabson, Jr., USA, Aircraft and Electronics Division, Office of 
Chief of Research and Development, Department of the Army, 3E437, the 
Pentagon, Washington 25, D. C. 

John Beebe, Office of the Chief of Transportation, Department of the Army, 
TCAR, Washington 25, D. C. 

‘€. W. Von Rosenberg, Chief, Flight Test Branch, W-243 Civil Aeronautics 
Administration, Washington 25, D. C. 

Charles H. Zimmerman, Langley Aeronautical Laboratory 

‘Charles W. Harper, Ames Aeronautical Laboratory 

Jack Fischel, NACA High-Speed Flight Station 

Ralph W. May, secretary 

wa Blair, North American Aviation, Inc., 4800 East Fifth Avenue, Columbus 16, 

hio 

James B. Edwards, Douglas Aircraft Co., Inc., Santa Monica, Calif. 

Robert A. Fuhrman, chief, technical section, engineering division, Ryan aero- 
nautical Co., San Diego 12, Calif. 

Robert L. Gustafson, chief of aerodynamics, Gruman Aircraft Engineering Corp., 
Bethpage, Long Island, N. Y. 

D. H. Jacobson, Aeroproducts Operations, Allison Division, General Motors Corp., 
post-office box 1047, Municipal Airport, Dayton 1, Ohio. 

a a. Kolk, American Airlines, Inc., LaGuardia Airport Station, Flushing 

5. ae es 

J. M. Mergen, director of engineering, propeller division, Curtis-Wright Corp., 
Caldwell, N. J. 

James A. O’Malley, Jr., chief aerodynamic and propulsion design department, 
ene division, zone B-32, Bell Aircraft Corp., post-office box 1, Buffalo 5, 

Stake 

Dean C. Kenneth Razak, school of engineering, University of Wichita, Wichita 
14, Kans. 

W. Z. Stepniewski, chief, research and development, Vertol Aircraft Corp., 
Morton, Pa. 

SUBCOMMITTEE ON SEAPLANES 


Rear Adm. R. S. Hatcher, USN (retired), chairman, Aerojet-General Corp., 
Azusa, Calif. 

Capt. J. G. Ironmonger, USAF, Air Search and Development Command, 
RDTAAF, Andrews Air Force Base, Washington 25, D. C. 

Bugene H. Handler, Bureau of Aeronautics, Department of the Navy, Room 2 W 
75, Washington 25, D. C. 

F. W. S. Locke, Jr., Bureau of Aeronautics, Department of the Navy, Room 2 W 
91 ,Washington 25, D. C. 

Phillip Eisenberg, Office of Naval Research, 2715 Building T-3, Department of 
the Navy, Washington 25, D. C. 

M. St. Denis, David W. Taylor Model Basin, Washington 7, D. C. 

Comd. T. BE. Maurer, USN, Patrol Plane Branch, Flight Test Division, Naval 
Air Test Center, Patuxent River, Md. 

Capt. R. R. Johnson, USCG, Western Area, United States Coast Guard, 630 
Sansome Street, San Francisco 26, Calif. 

Robert Rosenbaum, Aircraft Engineering Division, Civil Aeronautics Admin- 

istration, Washington 25, D. C. 
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John B. Parkinson, Langley Aeronautical Laboratory 

H. B. Brooke, chief of hydrodynamics, Convair, mail zone 6-107, Division of 
General Dynamics Corp., Post Office Box 1950, San Diego 12, Calif. 

Cc. L. Fenn, chief engineer, Edo Corp., College Point 56, N. Y. 

Grover Loening, 20 Harbor Point, Key Biscayne, Fla. 

J. D. Pierson, engineering department, the Martin Co., Baltimore 3, Md. 

Daniel Savitsky, experimental towing tank, Stevens Institute of Technology, 
Hoboken, N. J. 


Henry B. Suydam, Grumman Aircraft Engineering Corp., Bethpage, Long Island, 
N. Y¥. 
Ralph W: May, Secretary 


SUBCOMMITTEE ON HELICOPTERS 


L. L. Douglas, chairman, vice president—engineering, Vertol Aircraft Corp. 
Morton, Pa. 


Bernard Lindenbaum, Wright Air Development Center, WCLSR, Wright-Patter- 
son Air Force Base, Ohio 

Paul A. Simmons, Jr., Wright Air Development Center, WCLP-3, Wright-Patter- 
son Air Force Base, Ohio. 

Comdr. J. D. Kuser, USN, Bureau of Aeronautics, Department of the Navy, Room 
2 W 80, Washington 25, D. C. 

T. L. Wilson, Office of Naval Research, Department of the Navy, 2608 Building 
T-8, Washington 25, D. C. 

L. J. Borges, Office of the Chief of Transportation, Department of the Army, 
TCACR, Washington 25, D. C. 

Lt. Col. Harry L. Bush, USA, Office of the Chief of Research and Development, 
Department of the Army, 3 E 441, the Pentagon, Washington 25, D. C. 

Comdr. James W. Williams, USCG, Headquarters, United States Coast Guard 
(5-2), 1300 E Street NW, Washington 25, D. C. 

Herbert H. Slaughter, Jr., Aircraft Engineering Division, Civil Aeronautics Ad- 
ministration, Washington 25, D. C. 

Richard C. Dingeldein, Langley Aeronautical Laboratory 

F. B. Gustafson, Langley Aeronautical Laboratory 

Donald H. Wood, Ames Aeronautical Laboratory 

Friedrich L. V. Doblhoff, chief engineer, helicopter engineering division, Mc- 
Donnell Aircraft Corp., Lambert-St. Louis Municipal Airport, Box 516, St. 
Louis 3, Mo. 


J. O. Emmerson, vice president and chief engineer, the Kaman Aircraft Corp., 
Bloomfield, Conn. 

Jack B. Gallagher, vice president of operations, New York Airways, Inc., La 
Guardia Airport Station, Flushing 71, N. Y. 

Bartram Kelley, vice president—engineering, Bell Helicopter Corp., Post Office 
Box 482, Fort Worth 1, Tex. 

Ralph B. Lightfoot, Sikorsky Aircraft, United Aircraft Corp., Bridgeport 1, Conn. 

Prof. R. H. Miller, associate professor of aeronautical engineering, Massachu- 
setts Institute of Technology, Cambridge 39, Mass. 

Charles M. Seibel, chief engineer, helicopter division, Cessna Aircraft Co., Wichita 
15, Kans. 

Robert Wagner, chief engineer, Hiller Helicopters, Palo Alto, Calif. 

P. M. Lovell, Secretary 


COMMITTEE ON POWERPLANTS FOR AIRCRAFT 


Dr. Frederick C. Crawford, chairman, chairman of the board, Thompson Prod- 
ucts, Inc., 23555 Euclid Avenue, Cleveland 17, Ohio. 

Dean C. R. Soderberg, (vice chairman) dean of engineering, Massachusetts In- 
stitute of Technology, Cambridge 39, Mass. 

Col. Donald H. Heaton, USAF, United States Air Force, AFDRD-—AN, 4 B 345, the 
Pentagon, Washington 25, D. C. 

Col. John J. B. Calderbank, USAF, chief, powerplant laboratory, Wright Air De- 
velopment Center, WCLP, Wright-Patterson Air Force Base, Ohio. 

Capt. Willoughby Mercer, USN, Bureau of Aeronautics, Department of the Navy, 
room 2 W 01, Washington 25, D. C. 

Col. Chester W. Clark, USA, Ordnance Research and Development Division, 
Office of the Chief of Ordnance, Department of the Army, 2 E 376, the Pentagon, 
Washington 25, D. C. 
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Donald D. Weidhuner, Office of the Chief of Transportation, Department of the 
Army, TCACR, Washington 25, D. C. 

Stephen H. Rolle, Chief, Power Plant Branch, W-245, Aircraft Engineering Divi- 
sion, Civil Aeronautics Administration, 1204 Building T—-4, Washington 25, D. C. 

W. R. Slivka, Aeronautical Turbine Laboratory, Naval Air Turbine Test Station, 
Trenton, N. J. 

Dr. Hugh L. Dryden (ex officio). 

Abe Silverstein, Lewis Flight Propulsion Laboratory. 

J. P. Butterfield, chief engineer, missile operations division, Chrysler Corp., Post 
Office Box 2628, Detroit 31, Mich. 

eo a G. Cattaneo, research laboratory, Shell Development Co., Emeryville 

, Calif. 

Allan Chilton, chief engineer, aviation gas turbine division, Westinghouse Elec- 
trie Corp., Post Office Box 288, Kansas City Mo. 

D. Cochran, general manager, flight propulsion laboratory department, General 
Electric Co., Post Office Box 196, Cincinnati 15, Ohio. 

Dr. C. Stark Draper, head, department of aeronatuical engineering, Massa- 
chusetts Institute of Technology, Cambridge 39, Mass. 

Dimitrius Gerdan, director of engineering, Allison Division, General Motors 
Corp., Post Office Box 894, Indianapolis 6, Ind. 

S. K. Hoffman, general manager, Rocketdyne division, North American Aviation, 
Inc., Canoga Park, Calif. 

Wright A. Parkins, general manager, Pratt & Whitney Aircraft, United Aircraft 
Corp., East Hartford 8, Conn. 

James A. Reid, director of research, Phillips Petroleum Co., Bartlesville, Okla. 

C. ©. Ross, vice president, engineering, Aerojet-General Corp., Azusa, Calif. 

R. H. Thielemann, senior metallurgist, Stanford Research Institute, Menlo Park, 
Calif. 

Don L. Walter, vice president, engineering, Marquardt Aircraft Co., Post Office 
Box 2013, South Annex, Van Nuys, Calif. 

William H. Woodward, Secretary. 


SUBCOMMITTEE ON AIRCRAFT FUELS 


James A. Reid, chairman, director of research, Phillips Petroleum Co., Bartles- 
ville, Okla. 

Ben F. Wilkes, Department of the Air Force, AFDRD-AN, 4B337, the Pentagon, 
Washington, D. C. 

Marc, P. Dunnam, Wright Air Development Center, WCLPF, Wright-Patterson 
Air Force Base, Ohio. 

Comdr. B. L. Towle, USN, Bureau of Aeronautics, Department of the Navy, room 
2W16, Washington, D. C. 

N. L. Klein, Office of the Chief of Ordnance, Department of the Army, 203874A 
the Pentagon, Washington, D. C. 

Ralph S. White, Aircraft Engineering Division, Civil Aeronautics Administration, 
Washington, D.C. 

Henry C. Barnett, Lewis Flight Propulsion Laboratory. 

A. J. Blackwood, Esso Laboratories, research division, Esso Research & Engineer- 
ing Co., Post Office Box 51, Linden, N. J. 

Cc. 8. Brandt, Convair—Mail Zone 6-151, division. of General Dynamics Corp., 
Post Office Box 1950, San Diego, Calif. 

J. L. Cooley, vice president, California Research Corp., 200 Bush Street, San 
Francisco, Calif. 

Dr. Allen R. Deschere, Redstone research division, Réhm & Haas Co., Redstone 
Arsenal, Huntsville, Ala. 

F.. G. Dougherty, Allison division, General Motors Corp., Post Office Box 894, 
Indianapolis, Ind. 

B. A. cae Pratt & Whitney Aircraft, United Aircraft Corp., East Hart- 
ford, Conn. 

John B. Duckworth, director of automotive research division, Standard Oil Com- 
pany of Indiana, Post Office Box 431, Whiting, Ind. 

D.N. Harris, Shell Oil Co., 50 West 50th Street, New York, N. Y. 

W. M. Holaday, Special Assistant to the Secretary of Defense for Guided Missiles, 
3E130 the Pentagon, Washington, D. C. 

Dr. Bernard M. Sturgis, director, petroleum laboratory, E. I. du Pont de Nemours 

& Co., Post Office Box 1671, Wilmington, Del. 
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Dr. R. J. Thompson, Rocketdyne division, North American Aviation, Inc., Canoga 
Park, Calif. 


Harold F. Hipsher, secretary. 


SUBCOMMITTEE ON COMBUSTION 


Dr. Alfred G. Cattaneo, chairman, research laboratory, Shell Development Co., 

Emeryville, Calif. 

Howard P. Barfield, Wright Air Development Center, WCLPN, Wright-Patter- 
son Air Force Base, Ohio 

Karl Scheller, Wright Air Development Center, WCLJC, Wright-Patterson Air 
Force Base, Ohio 

Nelson F. Rekos, Bureau of Aeronautics, Department of the Navy, room 2W07, 
Washington, D. C. 

Alfred G. Lundquist, Office of Naval Research, Department of the Navy, 2509 
Building T-3, Washington, D. C. 

Dr. Martin Schilling, Research and Development Division, Ordnance Missile 
Laboratories, ORDDW-GM, Redstone Arsenal, Huntsville, Ala. 

F. R. Caldwell, National Bureau of Standards, Washington, D. C. 

Dr. Walter T. Olson, Lewis Flight Propulsion Laboratory 

Dr. W. H. Avery, applied physics laboratory, the Johns Hopkins University, 
Silver Spring, Md. 

William J. Bennett, Marquardt Aircraft Co., Post Office Box 2013, South Annex, 
Van Nuys, Calif. 

Charles H. King, Jr., research department, United Aircraft Corp., Bast Hart- 
ford, Conn. 

Yuan C. Lee, director of research, Aerojet-General Corp., Azusa, Calif. 

Dr. Robert S. Levine, Rocketdyne division, North American Aviation, Inc., 
Canoga Park, Calif. 

Dr. Bernard Lewis, Combustion and Explosives Research, Inc., Alcoa Building, 
Pittsburgh, Pa. 

Dr. John P. Longwell, Esso laboratories, process division, Esso Research & 
Engineering Co., Post Office Box 121, Linden, N. J. 

Dr. 8S. S. Penner, California Institute of Technology, Pasadena, Calif. 

Prof. Glenn C. Williams, department of chemical engineering, Massachusetts 
Institute of Technology, Cambridge, Mass. . 

L. M. Zubko, flight propulsion laboratory department, General Electric Co., 
Post Office Box 196, Cincinnati, Ohio 

Harold F. Hipsher, secretary 





SUBCOMMITTEE ON LUBRICATION AND WEAR 


Frank W. Wellons, chairman, assistant chief engineer, SKF Industries, Inc., 
Post Office Box 6731, Philadelphia, Pa. . 

Bernard Rubin, Wright Air Development Center, WCLTR-1, Wright-Patterson 
Air Force Base, Ohio 

R. C. Sheard, Wright Air Development Center, WCLPF, Wright-Patterson Air 
Force Base, Ohio 

Sidney M. Collegeman, Bureau of Aeronautics, Department of the Navy, room 
2W18, Washington, D. C. 

R. E. Streets, Research and Development Division, Office of the Chief of Ord- 
nance, Department of the Army, 20370 the Pentagon, Washington, D. ©. 

Edmond B. Bisson, Lewis Flight Propulsion Laboratory 

G. J. Andreini, Pratt & Whitney Aircraft, United Aircraft Corp., East Hartford, 
Conn. 

Dr. Merrell R. Fenske, director, Petroleum Refining Laboratory, School of Chem- 
istry and Physics, the Pennsylvania State University, University Park, Pa. 

A. 8S. Irwin, director of research, Marlin-Rockwell Corp., Jamestown, N. Y. 

Dr. E. G. Jackson, small aircraft engine department, aircraft gas turbine division, 
General Electric Co., West Lynn, Mass. 

Dr. Robert G. Larsen, research director, Martinez Refinery, Shell Oil Co., Post 
Office Box 711, Martinez, Calif. 

Dr. M. Eugene Merchant, research department, Cincinnati Milling Machine Co., 
Cincinnati, Ohio 

Dr. W. H. Millett, special products department, Carbide & Carbon Chemicals Co., 
30 East 42d Street, New York, N. Y. 

D. H. Moreton, Douglas Aircraft Co., Santa Monica, Calif. 
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Harle A. Ryder, care of Pratt & Whitney Aircraft, United Aircraft Corp., East 
Hartford, Conn. 

J. M. Stokely, California Research Corp., Post Office Box 1627, Richmond, Calif. 

George P. Townsend, Jr., chief engineer, Sundstrand-Denver, 2480 West 70th 
Avenue, Denver, Colo. 

B. J. Zeilberger, supervisor, materials group, Rocketdyne division, North Ameri- 
can Aviation, Inc., Canoga Park, Calif. 

Harold Hessing, secretary 


SUBCOMMITTEE ON COMPRESSORS AND TURBINES 


Dr. George F. Wislicenus, chairman, director, Garfield Thomas Water Tunnel, 
Ordnance Research Laboratory, the Pennsylvania State University, University 
Park, Pa. 

Ernest C. Simpson, Wright Air Development Center, WCLPR, Wright-Patterson 
Air Force Base, Ohio 

H. D. Rochen, Bureau of Aeronautics, Department of the Navy, room 2W13, 
Washington, D. C. 

Comdr. L. K. Bliss, USN, Office of Naval Research, Department of the Navy, 2509 
Building T-3, Washington, D. C. 

Ambrose Ginsburg, Lewis Flight Propulsion Laboratory 

Gordon Banerian, manager, turbo-machinery division, Aerojet-General Corp., 
Azusa, Calif. 

William G. Cornell, aircraft gas turbine division, General Electric Co., Post 
Office Box 196, Cincinnati, Ohio 

Prof. Howard W. Emmons, Harvard University, Cambridge, Mass. 

John R. Foley, Pratt & Whitney Aircraft, United Aircraft Corp., East Hartford, 
Conn. 

John EB. Sanders, research division, Curtiss-Wright Corp., Clifton, N. J. 

Dr. Alan H. Stenning, assistant professor of mechanical engineering, Massa- 
chusetts Institute of Technology, Cambridge, Mass. 

M. A. Sulkin, chief thermodynamicist, North American Aviation, Inc., Interna- 
tional Airport, Los Angeles, Calif. 

Paul R. Vogt, assistant director of engineering, Rocketdyne division, North 
American Aviation, Inc., Canoga Park, Calif. 

David Novik, secretary 


SUBCOMMITTEE ON ENGINE PERFORMANCE AND OPERATION 


Don L. Walter, Chairman, vice president, engineering, Marquardt Aircraft Co., 
Post Office Box 2013, South Annex, Van Nuys, Calif. 

Lt. Col. H. W. Robbins, USAF, Air Research and Development Command, 
RDTAP, Andrews Air Force Base, Washington, D. C. 

Ewell C. Phillips, Wright Air Development Center, WCLP, Wright-Patterson 
Air Force Base, Ohio 

A. 8. Atkinson, Bureau of Aeronautics, Department of the Navy, room 2W11, 
Washington, D. C. 

Robert S. Korf, Transportation Corps, Army Aviation, Field Office, MCLATS, 
Wright-Patterson Air Force Base, Ohio 

Col. E. O. Meals, Deputy Director, Aircraft Reactor Branch, Division of Reactor 
Development, Atomic Energy Commission, Washington, D. C, 

Bruce P. Lundin, Lewis Flight Propulsion Laboratory 

Rudolph Bodemuller, Bendix Products division, Bendix Aviation Corp., South 
Bend. Ind. 

Russell 8. Hall, Allison division, General Motors Corp., Post Office Box 894, 
Indianapolis, Ind. 

Dr. Krafft A. Bhricke, Convair-Astronautics, division of General Dynamics 
Corp., Post Office Box 1128, San Diego, Calif. 

R. D. Geckler, manager, solid rocket plant, Aerojet-General Corp., Post Office 
Box 1168, Sacramento, Calif. 

Elliott V. Mock, pilotless aircraft division, Boeing Airplane Co., Box 3707, 
Seattle, Wash. 

Perry W. Pratt, engineering manager, Pratt & Whitney Aircraft, United Air- 
craft Corp., East Hartford, Conn. 

John F. Tormey, Rocketdyne division, North American Aviation, Inc., Canoga 
Park, Calif. 
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George S. Trimble, Jr., vice president, chief engineer, the Martin Co., Baltimore, 
Md. 

R. H. Widmer, assistant chief engineer, Convair, division of General Dynamics 
Corp., Fort Worth, Tex. 

BE. Woll, manager, engineering, small aircraft engine department, General 
Electric Co., West Lynn, Mass. 

Lee R. Woodworth, Propulsion Research Corp., 1860 Franklin Street,. Santa 
Monica, Calif. 

Richard 8. Cesaro, Secretary 


SUBCOM MITTEE ON POWERPLANT CONTROLS 


Dr. C. Stark Draper, Chairman, head, department of aeronautical engineering, 
Massachusetts Institute of Technology, Cambridge, Mass. 

J. G. Barrett, Wright Air Development Center, WCLPO, Wright-Patterson Air 
Force Base, Ohio 

Robert R. Brown, Bureau of Aeronauties, Department of the Navy, room 2W19,; 
Washington, D. C. 

Dr. C. F. Bjork, Redstone Arsenal, Huntsville, Ala. 

John C. Sanders, Lewis Flight Propulsion Laboratory 

Dr. John L. Barnes, president, Systems Corporation of America, 1007 Broxton 
Avenue, Los Angeles, Calif. 

Rudolph Bodemuller, Bendix Products division, Bendix Aviation Corp., South 
Bend, Ind. 

R. T. Dungan, Marquardt Aircraft Co., Van Nuys, Calif. . 

Harold E. Francis, Wright Aeronautical division, Curtis-Wright Corp., Wood- 
Ridge, N. J. 

Dr. Hans R. Friedrich, assistant chief engineer, Convair-Astronautics, division 
of General Dynamics Corp., Post Office Box 1128, San Diego, Calif. 

Dr. E. H. Gamble, Aircraft Gas Turbine division, General Electric Co., Post 
Office Box 196, Cincinnati, Ohio 

William H. Hand, North American Aviation, Inc., International Airport, Los 
Angeles, Calif 

George F. Kinghorn, Missile Systems division, Lockheed Aircraft Corp., Post 
Office Box 504, Sunnyvale, Calif. 

Bruce N. Torell, Pratt & Whitney Aircraft, United Aircraft Corp., East Hart- 
ford, Conn. 

James W. Wheeler, director, instrument engineering, Sperry Gyroscope Co., 


division of Sperry Rand Corp., Great Neck, Long Island, N. Y. 
David Novik, Secretary 


SUBCOMMITTEE ON POWERPLANT MATERIALS 


R. H. Thielemann, chairman, senior metallurgist, Stanford Research Institute, 
Menlo Park, Calif. 

Lt. Col. R. W. Conners, USAF, Air Research and Development Command, 
RDTAEFP, Andrews Air Force Base, Washington, D. C. 

J. B. Johnson, Wright Air Development Center, WCLJ-2, Wright-Patterson Air 
Force Base, Ohio 

Nathan E. Promisel, Bureau of Aeronautics, Department of the Navy, room 
1 W 45, Washington, D. C. 

J. J. Harwood, Office of Naval Research, Department of the Navy, 2516 Building 
T-3, Washington, D. C. 

Norman L. Reed, Ordnance Materials Research Office, Watertown Arsenal, Wa- 
tertown, Mass. 

S. S. Manson, Lewis Flight Propulsion Laboratory 

W. L. Badger, manager Thomson Laboratory, small aircraft engine department, 
General Electric Co., 1000 Western Avenue, West Lynn, Mass. 

Lee 8S. Busch, Mallory-Sharon Titanium Corp., Niles, Ohio 

Dr. F. N. Darmara, vice president, Utica Drop Forge & Tool Corp., Utica, N. Y. 

Glenn A. Fritzlen, technical director, development and technical services, Haynes 
Stellite Co., Post Office Box 746, Kokomo, Ind. 

Prof. Nicholas J. Grant, Department of Metallurgy, Massachusetts Institute of 
Technology, Cambridge, Mass. 

William D. Manly, associate director, Metallurgy Division, Oak Ridge National 
Laboratory, Union Carbide & Carbon Corp., Post Office Box P, Oak Ridge, Tenn. 
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Dr. Edward EB. Reynolds, assistant director of research, Allegheny Ludlum Steel 
Corp., Watervliet, N. Y. 

Francis M. Richmond, manager of materials research, Universal Cyclops Steel 
Corp., Bridgeville, Pa. 

W. H. Sharp, Pratt & Whitney Aircraft, United Aircraft Corp., East Hartford, 
Conn. 

Dr. E. N. Skinner, research department, International Nickel Co., 67 Wall Street, 
New York, N. Y. 

Andrew G. Slachta, Wright Aeronautical division, Curtiss-Wright Corp., Wood- 
Ridge, N. J. 

Harold Hessing, Secretary 


SUBCOMMITTEE ON ROCKET ENGINES 


Mr. C. C; Ross, chairman, vice president, engineering, Aerojet-General Corp., 
Azusa, Calif. 

Lt. Col. Richard T. Hemsley, USAF, retired, Air Research and Development 
Command, Post Office Box 1395, Baltimore, Md. 

Lt. Col. L. F. Ayres, USAF, Ballistic Missile division, ARDC, 5760 Arbor Vitae 
Street, Inglewood, Calif. 

Mr. Oscar Bessio, Bureau of Aeronautics, Department of the Navy, room 2 W 17, 
Washington, D. C. 

Mr. Frank I. Tanczos, Bureau of Ordnance, Department of the Navy, room 0404, 
Washington, D.C. 

Mr. James R. Patton, Office of Naval Research, Department of the Navy, 2507 
Building T-3, Washington, D. C. 

Mr. James E. Norman, Ordnance Missile Laboratories, Redstone Arsenal, Hunts- 
ville, Ala. 

Col. J. L. Armstrong, Aircraft Reactor Branch, Division of Reactor Development, 
Atomic Energy Commission, Washington, D. C. 

Mr. John L. Sloop, Lewis Flight Propulsion Laboratory 

Mr. John D. Alexander, Boeing Airplane Co., Box 3707, Seattle, Wash. 

Mr. Richard B. Canright, Douglas Aircraft Co., Inc., Santa Monica, Calif. 

Benson BE. Gammon, secretary 

Mr. Allen F. Donovan, the Ramo-Wooldridge Corp., 5730 Arbor Vitae Street, 
Los Angeles, Calif. 

Dr. H. F. Dunholter, chief development engineer, Convair-Astronautics division 
of General Dynamics Corp., Post Office Box 1128, San Diego, Calif. 

Mr. W. M. Hawkins, assistant general manager, Missile Systems division, Lock- 
heed Aircraft Corp., Post Office Box 504, Sunnyvale, Calif. 

Dr. P. L. Nichols, Jr., Jet Propulsion Laboratory, California Institute of Tech- 
nology, Pasadena, Calif. . 

Dr. H. W. Ritchey, technical director, Rockets division, Redstone division, Thiokol 
Chemical Corp., Huntsville, Ala. 

Mr. H. L. Thackwell, Jr., vice president, Grand Central Rocket Co., Inc., Post 
Office Box 111, Redlands, Calif. 

Mr. John F. Tormey, Rocketdyne division, North American Aviation, Inc., Canoga 
Park, Calif. 

Mr. John R. Youngquist, Chief, Propulsion section, Denver Division, the Martin 
Co,, Post Office Box 179, Denver, Colo. 

Dr. Maurice J. Zucrow, professor of jet propulsion, School of Mechanical Engi- 
neering, Purdue University, Lafayette, Ind. 


COM MITTEE ON AIRCRAFT CONSTRUCTION 


Mr. Charles J. McCarthy, chairman, chairman of the board, Chance Vought Air- 
craft, Inc., Post Office Box 5907, Dallas, Tex. 

Mr. George Snyder, vice chairman, chief project engineer, pilotless aircraft divi- 
sion, Boeing Airplane Co., Box 3707, Seattle, Wash. 

Mr. Carl E. Reichert, Wright Air Development Center, WCLSS, Wright-Patterson 
Air Force Base, Ohio 

Comdr. G. §S. Parrett, United States Navy, Bureau of Aeronautics, Depart- 
ment of the Navy, room 2 W 84, Washington, D. C. 

Dr. Wernher von Braun, relieved, Director, Development Operations Division, 
Army Ballistic Missile Agency, Redstone Arsenal, Huntsville, Ala. 

Mr. D. M. Thompson, Office of the Chief of Transportation, Department of the 
Army, TCACR, Washington, D. C. 
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Mr. Albert A. Vollmecke, Aircraft Engineering Division, Civil Aeronautics Ad- 
ministration, Washington, D. C. 

Dr. Hugh L. Dryden (ex officio) 

Mr. Robert R. Gilruth, Langley Aeronautical Laboratory 

Mr. John F. Parsons, Ames Aeronautical Laboratory 

Prof. Raymond L. Bisplinghoff, professor of aeronautical engineering, Massa- 
chusetts Institute of Technology, Cambridge, Mass. 

Mr. Ralph B. Davidson, Director, technical support division, radioplane division 
of Northrop Aircraft, Inc., 8000 Woodley Avenue, Van Nuys, Calif. 

Mr. Martin Goland, director, Southwest Research Institute, 8500 Culebra Road, 
San Antonio, Tex. 

Dr. Nicholas J. Hoff, head, division of aeronautical engineering, Stanford Uni- 
versity, Stanford, Calif. 

Dr. John H. Holloman (declined appointment), manager, metallurgy and ceramic 
research, General Electric Co., Schenectady, N. Y. 

Mr. D. R. Kirk, Convair division of General Dynamics Corp., Fort Worth, Tex. 

Mr. Jerome F. McBrearty, assistant general manager, California division, Lock- 
heed Aircraft Corp., Burbank, Calif. 

Dr. J. C. McDonald, research and development staff, missile systems division, 
Lockheed Aircraft Corp., Post Office Box 504, Sunnyvale, Calif. 

Mr. Herman Pusin, director of engineering, Engineering division, the Martin Co., 
Baltimore, Md. 

Mr. George D. Ray, chief engineer, aircraft division, Bell Aircraft Corp., Post 
Office Box 1, Buffalo, N. Y. 

Mr. Richard L. Schleicher, chief structures engineer, North American Aviation, 
Inc., International Airport, Los Angeles, Calif. 

Mr. ©. H. Stevenson, Douglas Aircraft Co., Inc., El Segundo, Calif. 

Franklyn W. Phillips, secretary 


SUBCOMMITTEE ON AIRCRAFT STRUCTURES 


©. H. Stevenson, Chairman, Douglas Aircraft Co., Inc., El Segundo, Calif. 

Capt. W. T. McGinness, USAF, Air Research and Development Command, An- 
drews Air Force Base, Washington, D. C. 

William B. Miller, Wright Air Development Center, WCLSS, Wright-Patterson 
Air Force Base, Ohio ’ 

Ralph L. Creel, Bureau of Aeronautics, Department of the Navy, room 2W81, 
Washington, D.C. 

Emil A. H. Hellebrand, Development Operations Division, Army Ballistie Missile 
Agency, Redstone Arsenal, Huntsville, Ala. 

Lt. Col. Richard L. Long, USA, Transportation Supply and Maintenance Com- 
mand, 12th and Spruce Streets, St. Louis, Mo. 

James E. Dougherty, Jr., supervisor, structures and design elements group, Civil 
Aeronautics Administration, W-241, Washington, D. C. 

Richard R. Heldenfels, Langley Aeronautical Laboratory 

Jackson R. Stalder, Ames Aeronautical Laboratory 

Lewis H. Abraham, missiles division, Douglas Aircraft Co., Inc., Santa Monica, 
Calif. 

Antonio LoPresti, North American Aviation, Inc., Los Angeles International 
Airport, Los Angeles, Calif. 

George N. Mangurian, chief analytical engineer, Northrop Aircraft, Inc., Haw- 
thorne, Calif. 

William R. Micks, the Rand Corp., 1700 Main Street, Santa Monica, Calif. 

Prof. Paul E. Sandorff, Massachusetts Institute of Technology, Cambridge, Mass. 

Prof. EB. EB. Sechler, professor of aeronautics, Daniel Guggenheim Aeronautical 
Laboratory, California Institute of Technology, Pasadena, Calif. 

Robert S. Shorey, structures group, engineering, Convair-Astronautics, division 
of General Dynamics Corp., Post Office Box 1950, San Diego, Calif. 

Arne Sorensen, staff engineer, structures (2-7770, 15-44), Boeing Airplane Co., 
Post Office Box 3707, Seattle, Wash. 

BE. H: Spaulding, chief structures engineer, structural engineering, Lockheed Air- 
craft Corp., Burbank, Calif. 

John BE. Stevens, Chance Vought Aircraft, Inc., Post Office Box 5907, Dallas, Tex. 

Melvin G. Rosche, secretary 
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SUBCOMMITTEE ON AIRCRAFT LOADS 


Ralph B. Davidson, Chairman, director, technical support division, radioplane 
division of Northrop Aircraft, Inc., 8000 Woodley Avenue, Van Nuys, Calif. 
Capt. Roy E. Hale, Jr., USAF, Air Research and Development Command, An- 
drews Air Force Base, Washington, D. C. 

Howard BE. Kugel, Wright Air Development Center, WCLSS-1, Wright-Patter- 
son Air Force Base, Ohio 

Clinton T. Newby, Bureau of Aeronautics, Department of the Navy, room 2W82, 
Washington, D. C. 

John Beebe, Office of the Chief of Transportation, Department of the Army, 
TCAOR, Washington, D. C. 

Charles R. Foster, Waterways Experiment Station, Corps of Engineers, United 
States Army, Post Office Box 631, Vicksburg, Miss. 

Burdell L. Springer, Aircraft Engineering Division, Civil Aeronautics Adminis- 
tration, 1034 Building T-4, Washington, D. C. 

Philip Donely, Langley Aeronautical Laboratory 

Manly J. Hood, Ames Aeronautical Laboratory 

D. E. Beeler, NACA High-Speed Flight Station 

Albert Epstein, Republic Aviation Corp., Farmingdale, Long Island, N. Y. 

Robert Goldin, chief structural design engineer, Bell Aircraft Corp., Post Office 
Box 1, Buffalo, N. Y. 

E. Z. Gray, Boeing Airplane Co., Box 3707, Seattle, Wash. 

H. J. Hoge, North American Aviation, Inc., International Airport, Los Angeles, 
Calif. 

H. W. Huntley, Jr., 495-31, North American Aviation, Inc., Downey, Calif. 


Albert J. Kullas, manager, flight vehicle design department, the Martin Co., 
Baltimore, Md. 


W. A. Stauffer, department No. 72-25, Lockheed Aircraft Corp., Burbank, Calif.. 

Dr. Leo Stoolman, head, aerodynamics department, Hughes Aircraft Co., Culver 
City, Calif. 

Yale Weisman, Convair-Mail Zone 6-106, division of General Dynamics Corp., 
Post Office Box 1950, San Diego, Calif. 

R. Fabian Goranson, secretary 


SUBCOMMITTEE ON VIBRATION AND FLUTTER 


Mortin Goland, chairman, director, Southwest Research Institute, 8500 Culebra 
Road, San Antonio, Tex. 

Fred L. Daum, Wright Air Development Center, WCLJD, Wright-Patterson Air 
Force Base, Ohio 

W. J. Mykytow, Wright Air Development Center, WCLSY, Wright-Patterson 
Air Force Base, Ohio 

Douglas Michel, Bureau of Aeronautics, Department of the Navy, room 2W75, 
Washington, D. C. 

Philippe W. Zettler-Seidel, Army Ballistic Missile Agency, Redstone Arsenal, 
Huntsville, Ala. 

Capt. Walter B. Schlotterbeck, United States Army, Transportation Research 
and Engineering Command, Fort Eustis, Va. 

Robert Rosenbaum, Aircraft Engineering Division, Civil Aeronautics Admin- 
istration, Washington, D. C. 

I. E. Garrick, Langley Aeronautical Laboratory 

Albert Erickson, Anes Aeronautical Laboratory 

André J. Meyer, Jr., Lewis Flight Propulsion Laboratory 

Thomas F. Baker, NACA High-Speed Flight Station 

Walter E. Arnoldi, Hamilton Standard division, United Aircraft Corp., Windsor 
Locks, Conn. 

Prof. Holt Ashley, Massachusetts Institute of Technology, Cambridge, Mass. 

Bugene F. Baird, chief flutter and vibration engineer, Grumman Aircraft En- 
gineering Corp., Bethpage, Long Island, N. Y. 

Michael Dublin, chief of dynamics, Convair-Mail Zone 6-106, division of Gen- 
eral Dynamics Corp., post office box 1950, San Diego, Calif. 

Warren T. Hunter, chief, automatic control section, missile engineering, Douglas 
Aircraft Co., Inc., Santa Monica, Calif. 


H. Clay Johnson, configuration manager, Mail No. 3B-61, the Martin Co.. Or- 
lando, Fla. 
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William R. Laidlaw, North American Aviation, Inc., 4300 Hast Fifth Avenue, | 
Columbus, Ohio 

L. I. Mirowitz, McDonnell Aircraft Corp., Lambert-St. Louis Municipal Airport, | 
box 516, St. Louis, Mo. ‘| 

M. J. Turner, unit chief, structural dynamics, Seattle division, Boeing Air 1 | 
plane Co., box 3707, Seattle, Wash. 

Harvey H. Brown, secretary. 


SUBCOMMITTEE ON AIRCRAFT STRUCTURAL MATERIALS 


Dr. J. C. McDonald, Chairman, research and development staff, missile systems 
division, Lockheed Aircraft Corp., Post Office Box 504, Sunnyvale, Calif. 
Maj. F. C. Krug, USAF, Air Research and Development Command, RDTAEF, 
Andrews Air Force Base, Washington, D. C. . | 
J. B. Johnson, Wright Air Development Center, WCLJ-2, Wright-Patterson Air 
Force Base, Ohio { 
Nathan EB. Promisel, Bureau of Aeronautics, Department of the Navy, room 1W45, 
Washington, D.C. 
Dr. W. H. Steurer, Guided Missile Development Division, Redstone Arsenal, : 
Huntsville, Ala. ' 
George I. Schuck, Transportation Research and Engineering Command, Fort 
Bustis, Va. 
Dr. Gordon M. Kline, Chief, Organie and Fibrous Materials Division, National 
Bureau of Standards, Washington, D. C. 
Paul Kuhn, Langley Aeronautical Laboratory 
G. Mervin Ault, Lewis Flight Propulsion Laboratory 
Robert S. Ames, Goodyear Aircraft Corp., Akron, Ohio 
Paul W. Boone, the Martin Co., Baltimore, Md. 
Harry A. Campbell, Bell Aircraft Corp., Post Office Box 1, Buffalo, N. Y. 
Edgar H. Dix, Jr., assistant director of research, aluminum research labora- 
tories, Aluminum Company of America, Box 772, New Kensington, Pa. 
Prof. Pol Duwez, California Institute of Technology, Pasadena, Calif. 
Dr. Walter L. Finlay, vice president and manager of research, Rem-Cru Titanium, 
Inc., Midland, Pa. 
L. R. Jackson, assistant director, Battelle Memorial Institute, Columbus, Ohio 
Peter Payson, assistant director of research, Crucible Steel Company of America, 
Pittsburgh, Pa. 
M. J. Rudick, Chance Vought Aircraft, Inc., Post Office Box 5907, Dallas, Tex. 
Geeee. % Smith, professor of metallurgical engineering, Cornell University, 
thaca, N. Y. 
J. W. Sweet, Boeing Airpiane Co., Box 3707, Seattle, Wash. 
R. H. Raring, secretary 


COMMITTEE ON OPERATING PROBLEMS 


Capt. BE. V. Rickenbacker, Chairman, chairman of the board, Hastern Air Lines, 
Ine., Eastern Air Lines Building, 10 Rockefeller Plaza, New York, N. Y. 

Hon. James T. Pyle, Vice Chairman, Administrator of Civil Aeronautics, De- 
partment of Commerce, Washington, D. ©. 

Col. Joseph Davis, Jr., USAF, Wright Air Development Center, WCT, Wright- 
Patterson Air Force Base, Ohio 

Brig. Gen. Albert T. Wilson, Jr., USAF, Deputy Chief of Staff, Operations, Mili- 
tary Air Transport Service, Scott Air Force Base, III. 

Capt. 8. R. Ours, USN, Bureau of Aeronautics, Department of the Navy, room 
2W50, Washington, D. C. 

Col. Hallett D. Edson, USA, Office of the Deputy Chief of Staff for Military Opera- 
tions, Department of the Army, 3E530, the Pentagon, Washington, D. C. 

Col. J. L. Marinelli, USA, Office of the Deputy Chief of Staff for Logistics, De- 
partment of the Army, 3C642, the Pentagon, Washington, D. C. 

William B. Davis, Deputy Administrator, Civil Aeronautics Administration, 
Washington, D. C. 

Donald M. Stuart, Director, Technical Development Center, Civil Aeronautics 
Administration, postoffice box 5767, Indianapolis, Ind. 

Dr. F. W. Reichelderfer (ex officio), Chief, United States Weather Burean, 

» Washington, D. ©. 

Dr. Hugh L. Dryden (ex officio) 
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Melvin N. Gough, Langley Aeronautical Laboratory 

Lawrence A. Clousing, Ames Aeronautical Laboratory 

Eugene J. Manganiello, Lewis Flight Propulsion Laboratory 

Raiph L. Bayless, chief engineer, San Diego division, Convair-Mail Zone 6-101, 
division of General Dynamics Corp., postoffice box 1950, San Diego, Calif. 

M. G. Beard, assistant vice president, equipment research, American Airlines, 

Inc., LaGuardia Field, New York Airport Station, N. Y. 

John G. Borger, Pan American World Airways System, 28-19 Bridge Plaza North, 
Long Island City, N. Y. 

Warren T. Dickinson, executive engineer, Douglas Aircraft Co., Inc., Santa 
Monica, Calif. 

Charles Froesch, vice president, engineering, Eastern Air Lines, Inc., 10 Rocke- 
feller Plaza, New York, N., Y. 

M. Carl Haddon, chief engineer, California division, Lockheed Aircraft Corp., 
Burbank, Calif. 

Raymond D. Kelly, superintendent of technical development, United Air Lines, 
Ine., maintenance base, San Francisco International Airport, San Francisco, 
Calif. 

JEANS Lederer, care of Flight Safety Foundation, 468 Fourth Avenue, New 

ork, N. Y. 

William Littlewood, vice president, equipment research, American Airlines, Inc., 
918 16th Street NW., Washington, D. C. 

Maynard L. Pennell, chief engineer, transpert division, Boeing Airplane Co., 
Box 3707, Seattle, Wash. 

Robert W. Rummel, vice president, engineering, Trans World Airlines, Inc., 
10 Richards Road, Kansas City, Mo. 

Clarence N. Sayen, president, Air Line Pilots Association, 55th Street and 
Cicero Avenue, Chicago, IIL. 

Arthur E. Smith, engineering manager, Pratt & Whitney Aircraft, United Air- 

craft Corp., East Hartford, Conn. 






























































SUBCOMMITTEE ON METEOROLOGICAL PROBLEMS 


Dr. F. W. Reichelderfer, Chairman, Chief, United States Weather Bureau, 
Washington, D.C. 

Maj. Thomas 8. Moorman, Jr., USAF, Commander, Air Weather Service, Scott 
Air Force Base, Ill. 

Mr. Edmund Bromley, Air Research and Development Command, RDTA-W, 
Andrews Air Force Base, Washington 25, D. C. 

Capt. Paul R. Drouilhet, USN, Director, Naval Weather Service Division, Office 
of the Chief of Naval Operations (Op-533), Department of the Navy, 55589 
the Pentagon, Washington, D. C. 

Mrs. Frances L. Whedon, Office of the Chief Signal Officer, Department of the 
Army, 2B265 the Pentagon, Washingtan, D. C. 

Dr. Harry Wexler, Chief, Scientific Services Division, United States Weather 
Bureau, Washington, D. C. 

Mr. William R. Krieger, Chief, Scheduled Operations Branch, Civil Aeronautics 
Administration, Washington, D. C. 

Mr. William L. Halnon, Bureau of Safety, Civil Aeronautics Board, Building 
T-5, room A-—104, Washington, D. C. 

Mr. Harry Press, Langley Aeronautical Laboratory 

Mr, William Lewis, Lewis Flight Propulsion Laboratory 

Dr. Horace R. Byers, professor of meteorology, the University of Chicago, Chi- 
cago, Ill. 

Mr. Carl F. Eck, Enginering and Air Safety Department, Air Line Pilots Asso- 
ciation, 55th Street and Cicero Avenue, Chicago, Ill. 

Mr. Joseph J. George, Hastern Air Lines, Inc., Municipal Airport, Atlanta, Ga. 

Dr. Ross Gunn, 4437 Lowell Street NW., Washington, D. C. 

Mr. Henry T. Harrison, Jr., director, meteorology, United States Air Lines, 
Inc., Stapleton Field, Denver, Colo. 

Prof. H. G. Houghton, meteorology department, Massachusetts Institute of Tech- 
nology, Cambridge, Mass. 

Mr. D. 8S. Little, superintendent, airway aids and electronics, American Airlines, 
Inc., LaGuardia Airport Station, Flushing, N. Y. 

Mr. H. J. Reid, manager, flight operations, Capital Airlines, Inc., Washington 

National Airport, Washington, D. C. 













Dr. George F. Taylor, department No. 54-01, missile systems division, Lockheed 

Aircraft Corp., P. O. Box 504, Sunnyvale, Calif. 
Mr. Frank C. White, Air Transport Association of America, 1000 Connecticut 
Avenue NW., Washington, D. C. 


SUBCOMMITTEE ON FLIGHT SAFETY 


Charles Froesch, chairman, vice president, Engineering, Eastern Air Lines, Inc., 
10 Rockefeller Plaza, New York, N. Y. 

Dr. Albert W. Hetherington, Jr., Air Research and Development Command, 
RDTRH, Andrews Air Force Base, Washington, D. C. 

Col. John P. Stapp, USAF, Chief, Aero Medical Field Laboratory, 6580th Test 
Group, Air Force Missile Development Center, Holloman Air Force Base, 
N. Mex. 

Sydney D. Berman, Directorate of Flight Safety Research, Office of the Inspector 

- General, AFCFS—2G, Norton Air Force Base, San Bernardino, Calif. 

Capt. Elwin L. Farrington, USN, Director, Aviation Safety Division, Office of the 
Chief of Naval Operations (Op—57), Department of the Navy, 4E£421 the 
Pentagon, Washington, D. C. 

Col. James F. Wells, USA, Army Aviation Directorate, Office of the Deputy Chief 
of Staff for Military Operations, Department of the Army, 3E530 the Pentagon, 
Washington, D. C. 

W. H. Weeks, Chief, Aircraft Engineering Division, W-245, Civil Aeronautics 
Administration, Washington, D. C. 

Hon, James T. Pyle (ex officio), Administrator of Civil Aeronautics, Department 
of Commerce, Washington, D. C. 

Melvin N. Gough, Langley Aeronautical Laboratory 

George E. Cooper, Ames Aeronautical Laboratory 

I. Irving Pinkel, Lewis Flight Propulsion Laboratory 

Joseph A. Walker, NACA High-Speed Flight Station 

Hon. Joseph P. Adams, general counsel, Association of Local and Territorial 
Airlines, suite 242, Wyatt Building, Washington, D. C. 

Robert N. Buck, 157 Brightwood Avenue, Westfield, N. J. 

Carl M. Christenson, United Air Lines, Inc., Stapleton Field, Denver, Colo. 

Allen W. Dallas, director, engineering division, Air Transport Association of 
America, 1000 Connecticut Avenue NW., Washington, D. C. 

Dr. Paul M. Fitts, Jr., Ohio State University, Columbus, Ohio 

Scott Flower, Pan American World Airways, Inc., International Airport (Idle- 
wild), New York, N. Y. 

Dunstan Graham, Lear, Inc., 110 Ionia Avenue NW., Grand Rapids, Mich. 

A. Howard Hasbrook, director, aviation crash injury research of Cornell Uni- 
versity, 2713 East Airline Way, Sky Harbor Airport, Phoenix, Ariz. 

Otto E. Kirchner, Sr., operational consultant transport division, Boeing Airplane 
Co., Box 707, Renton, Wash. 

Jerome Lederer, care of Flight Safety Foundation, 468 Fourth Avenue, New 
York, N. Y. 

Dr. Ross A. McFarland, Harvard School of Public Health, 695 Huntington Ave- 
nue, Boston, Mass. 

William I. Stieglitz, design safety engineer, Republic Aviation.Corp., Farming- 
dale, Long Island, N. Y. 

R. L. Thoren, chief engineer, flight test, California division, Lockheed Aircraft 
Corp., Burbank, Calif. 

H. H. Young, flight safety engineer, Douglas Aircraft Co., Inc., Santa Monica, 
Calif. 

Boyd ©. Myers IT, secretary 


SUBCOMMITTEE ON AIRCRAFT NOISE 


William Littlewood, chairman, vice president, equipment research, American 
Airlines, Inc., 918 16th Street NW., Washington, D. C. 

Dr. H. O. Parrack, Wright Air Development Center, WCLDV, Wright-Patterson 
Air Force Base, Ohio 

Dr. H. E. von Gierke, Wright Air Development Center, WCLDN, Wright-Patter- 
son Air Force Base, Ohio 

Capt. E. L. Knapp, USN, Bureau of Aeronautics, Department of the Navy, room 

2W25. Washington, D. C. 
















































610 


Capt. C. P. Phoebus (MC) USN, Office of Naval Research, Department of the 
Navy, 2066 Building T-3, Washington, D. C. 

Joseph Matulaitis, Office ‘of the Chief of Transportation, Department of the 
Army, TCAVD-S, Washington, D. C. 

Stephen H. Rolle, Chief, Power Plant Branch, W-245, Aircraft Engineering Divi- 
sion, Civil Aeronautics Administration, 1204 Building T-4, Washington, D. C. 

B, 8S. Spano, Planning Division, Planning and Development Office, Civil Aeronau- 
tics Administration, Washington, D. C. 

Arthur A. Regier, Langley Aeronautical Laboratory at 

Newell D. Sanders, Lewis Flight Propulsion Laboratory 

Dr. L. L. Beranek, Massachusetts Institute of Technology, Cambridge, Mass. 

A. W. Cobb, Aerojet-General Corp., Azusa, Calif. 

Allen W. Dallas, director, engineering division, Air Transport Association of 
America, 1000 Connecticut Ave. NW., Washington, D. C. 

Harry H. Howell, transport division, Boeing Airplane Co., Box 3707, Seattle, 
Wash. 

E. J. Kirchman, design engineer, dynamics, the Martin Co., Baltimore, Md. 

Dr. Robert B. Lawhead, rocketdyne division, North American Aviation, Inc., 
Canoga Park, Calif. 

Prof. R. W. Leonard, University of California, Los Angeles, Calif. 

M. M. Miller, chief, acoustics section, Douglas Aircraft Co., Inc., Santa Monica, 
Calif. 

Dr. Charles T. Molloy, California division, Lockheed Aircraft Corp., Burbank, 
Calif. 

John M. Tyler, Pratt & Whitney Aircraft, United Aircraft Corp., East Hartford, 
Conn. 


Dr. P. > . Westervelt, assistant. professor, department of physics, Brown Uni- 
versity, Providence, R. I. 

J. F. Woodall, Convair, mail zone 6-169, division of General Dynamics Corp., 

Post Office Box 1950, San Diego, Calif. 


INDUSTRY CONSULTING COMMITTEE 


J. L. Atwood, chairman, president, North American Aviation, Inc,; Los Angeles 
International Airport, Los Angeles, Calif. 

M. P. Ferguson, vice chairman, president, Bendix Aviation Corp., Fisher Building, 
Detroit, Mich. 

Harvey Gaylord, president, Bell Helicopter Corp., Post Office Box 482, Fort 
Worth, Tex. 

L. 8. Hobbs (resigned), vice chairman, United Aircraft Corp., East Hartford, 
Conn. 


William Littlewood, vice president, equipment research, American Airlines, Inc., 
918 16th Street NW., Washington, D.C. 

J. 8. McDonnell, president, McDonnell Aircraft Corp., Lambert-St. Louis Mu- 
nicipal Airport, Box 516, St. Louis, Mo. 

EB. B. Newill, general manager, Allison division, General Motors Corp., Indian- 
apolis, Ind. ; 

Dr. Arthur E. Raymond, vice president, engineering, Douglas Aircraft Co., Inc., 

Santa Monica, Calif. 


©. J. Reese, president, Continental Motors Corp., 205 Market Street, Muskegon, 
Mich. 


Juan T. Trippe, president, Pan American World Airways, Inc., 135 East 42d 
Street, New York, N. Y. 
Dr. T. L. K. Smull, Secretary 


Mr. THomas. What percentage of this 450 are from the military, 
what percentage are from the Government, and what percentage are 
from private industry ? 

Does each one have one-third representation ? 

Dr. Drypren. We have worked this up for one of the other commit- 
tees of Congress, but do not have that here. We can put that’in the 
record. It is already worked up. 
Mr. Aszorr. It would be about 50 percent Government. 
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Mr. Tomas. And 50 percent industry? Would the 50 percent 
Government be military and governmental agencies ? 
Mr. Anzorr. Yes, sir. i 
Mr. Victory. About 60 percent of the Government people represent 
various branches of the military services. 
Mr. Tuomas. You have some people in Government besides the mil- 
itary people even on the main committee ; have you not? 1 
Dr. Drypen. Yes, sir. i] 
Mr. Tuomas. I note you have Dr. Bronk, and here is my old friend, 
Louis Rothechite. You have 6 or 7 nonmilitary in Government; do 
ou not? 
“ Mr. Victory. Yes, sir. 





COMMUNICATION SERVICES 





Mr. THomas. We will insert at this point in the record page 32 of the 
justifications on communication. 
(The page referred to follows :) 


04 Communication services 






Analysis by location: 
NACA headquarters 
Langley Laboratory 
i cccicrsinxistenhan pipet eseiinsitiidiciieptiicsninashetiis ie npdalrad 
Pi isc cs :n.s cide een eniirailinttediaeeeenieeil 
High-speed station 
Wallops station 
Western office 
Wright office 


Total, all locations 
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Analysis by types of service: 
Local telephone and exchange service ...............--.--- 
Teeine-GAsRemes CON GRATED... .. «cen osbcsnendcmentsscennnnes 

BNE MGS tic dndccocpancaandstipa hk elnnkyaaneaeeeidnomeie tas 
yO ae ee ee ee ee 
Postage__- 
FR Cain < ce cthitinde ead dnlsr ddd ctdeskein cel 


Total, all communication services.....................-. 


JUSTIFICATION 






Funds in the amount of $281,000 are requested for communication services 
for the fiscal year 1959, which is $53,600 more than the amount estimated to 
be required for the fiscal year 1958. The major part of the requested increase 
is required for the full-year cost of leased land lines for the operation of the 
instrument range for the X-15 research aircraft at the high-speed station. 
The balance of the increase will be required for support of the accelerated re- 
search effort and the larger construction program proposed for 1959. It will 
be the continued policy of the committee to use the most economical mode of 
communication and to keep communication services, particularly long-distance 
telephone service, to the minimum consistent with efficient operation. 


Mr. Tuomas. This covers your communications services, and is 
broken down into local telephone and exchange service in the amount 
of $60,750 as against $58,700 last year; long-distance toll charges in 
the amount of $78,450 as against $76,400 for last year. 






612 


LEASED LAND LINES 


What is this leased land lines item which has jumped from $6,400 
to $52,400? Where is that to and from? 

Mr. Uumer. This is the leased-line system from the stations in 
connection with the X-15 program which Dr. Dryden spoke about 
earlier, Mr. Thomas. 

Mr. Tuomas (reading) : 

The major part of the requested increase is required for the full-year cost 


of leased land lines for the operation of the instrument range for the X—15 re- 
search aircraft at the high-speed station. 


How long has it been going on? 

Mr. Utner. It is just starting this year. 

Mr. Tuomas. What is the necessity for it ? 

Dr. Dryven. This is the communication between the radar observa- 
tion stations which have been provided in the Air Force Budget. We 
are carrying the instrumentation costs of this program. 

Mr. Tuomas. I thought you said it would be a year or a year and 
a half before the X—15 was ready for the air. 

Dr. Drypen. The range has to be ready first. The fiscal year 1959 
runs to July 1959. We expect some flying in the last 6 months of 
the year, and we must get the range ready and the people trained. 


r. THomas. This is where you make your measurements? 
Mr. Assotr. These lines are for‘data transmission. 
Dr. Drypen. They are not for voice transmission. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. With reference to rents and utilities we will insert at 
this point in the record page 33 of the justifications. 
(The page referred to follows :) 





05 Rents and utility services 


Fiscal year | Fiscal year | Fiscal year 
1957, obli- 1958, esti- 1959, esti- 
gated mated mated 





Analysis by location: 
NACA headquarters 
Langley Laboratory... 
Ames Laboratory - 
Lewis Laboratory 
High-speed station 
Wallops station 
Western office 


Total __--. 
Requested supplemental 





Total, all locations 
Analysis by types of services: 
& & Electric power: 
Langley Laboratory 
Ames Laboratory - - te etihens 
Lewis Laboratory ..-.. ....-.2-.:-.---- 
High-speed station. f 
We II no 6s <0 on Grane ntene sin eeseknanerdel 42, 745 





Total, electric power. -- ieee ’ 5, 947, 476 | 





Other utilities: 
Ames Laboratory. 
Lewis Laboratory 
High-speed station __ 


Total, other utilities. -___- 








Equipment rental: 
NACA headquarters_- 
Langley Laboratory 
Ames Laboratory-- 
Lewis Laboratory-.-- 
High-speed station _. 
Wallops station. 
Western office - 


Total, equipment rental 











Total, all rents and utility services____.-. panes .| 9, 335, 000 


Mr. Tuomas. How much is this increase by virtue of your increased 
activity, and how much is it by virtue of the increase in cost? 

I note that Langley goes oF from $1,702,000 to $1,905,000; Ames 
goes up from $2,461, G00 to $2,786,000 ; Lewis goes up from $2,560,000 
to 33,085,000. 

This covers only the electric power. The other utilities are in the 
same percentage. 

Mr. Utmer. All of the increase, Mr. Thomas, is because of increased 
consumption. ‘There are no increased prices in the higher figures. 

Mr. Tuomas. I do not see how you are going to get all of this in- 
crease in consumption when you are doing away with some of your 
facilities. You have 4 or 5 or 6 of your facilities which would be 
under major construction, or some type of alteration. I do not see 
how you could expect to use that much. That figure ‘nould go down 
instead of going up. 

Mr. Utmer. We are doing away with only a few of the older and 
smaller facilities. When you build larger and higher speed facilities, 
they take much more power. 

In other words, we may drop a 1,000-horsepower facility but add a 
100,000-horsepower fac ility. 

Let me give you just one example, Mr. Thomas: 
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The 7- by 10-foot tunnels at Ames have a connected load of only 3 
megawatts—— 
r. Tuomas. What about the manpower situation? You do not 
need an increase in manpower to operate this facility. 
Mr. Umer. The tunnels that were shut down deevt only 3 mega- 


watts; but the unitary plan tunnel, one of the newer facilities, draws 
193 megawatts. 


Mr. THomas. What about the manpower? 

Mr. Victory. We have asked you, sir, and we are hopeful that we 
will get nearly a 1,000 increase in 1959. 

Mr. Tuomas. The point I am raising is that you are taking eight 
of these facilities out of operation altogether and a good many of 
them are under major and minor alterations, and you cannot use them 
while they are being altered. 

Why do you ned an increase in manpower ? 

How did you get the increase in productivity? It does not require 
any more manpower to operate a high-speed and high-temperature 
cate than it does to operate a low-speed and low-temperature 

acllity. 

Dr. Drypen. Sometimes more, sometimes less; it all depends on the 


facility. If we put in a great amount of data handling equipment 
it may take less people 


Mr. Tuomas. That is all I want to know. 





ELECTRIC POWER COSTS AT NACA LABORATORIES 


Mr. Evrns. Earlier in your supplemental request I asked that NACA 
supply the committee data with respect to your power costs. I see you 
have some detail for each one, but you do not supply the power cost 
o~ kilowatt-hour for Langley Field, for the Ames Laboratory, and 

or the Lewis Laboratory, as well as the kilowatt cost, including the 
total purchased, and the utility companies with whom you have the 
contract ? 

Mr. Utmer. We will be glad to do that. We did that in the sup- 
plemental, and it is in the record. 

Mr. Tuomas. You used to do it all the time in your regular budget 
also. 

Mr. Utmer. We have it in the book, and that information for Lang- 
ley appears at page 40 of the justifications. 

Mr. Evins. You do not have the details which I have asked for. 

Mr. Urmer. Yes, sir; it is at the bottom of the page, and it includes 
the cost of electric power per megawatt-hour purchased. At Lang- 
ley, in 1957, it ran about £19.66, and the power was procured from 
the Virginia Electric Power Co. 

At the Ames Laboratory it ran about $8.07. 

Mr. Evins. That is per 1,000 kilowatt-hours ? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. Is that the last line on page 41 ? 

Mr. Urmer. Page 44. It is page 40 for Langley, and page 44 for 
Ames, and page 47 for Lewis. At Lewis it is about $7.77 per mega- 
watt-hour. ae 

Mr. Evrns. Please supply all of this requested information in.one 
group together. 
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Mr. Umer. Let us make you a table with that information Mr. 
Evins, and put it together. 

Mr. Evins. All right; thank you. 

(The information requested follows :) 


! 


Sources and average overall costs of electric power 


Average 
overall 


Langle Aeronautical Laboratory, | Virginia Electric & Power Co 
Leaner Field, Va. 
Ames Aeronautical Laboratory, Mof- — ¢ Reclamation, Depart- 
ment 0} 


fett Field, Calif. Interior, and Pacific 


Gas & Electric Co. 
Lewis Flight Propulsion Laboratory, | Cleveland Electric Illuminating 
Cleveland, Ohio. Co, 


MANPOWER NEEDS 


Mr. Vicrory. Mr. Chairman, I feel that we do not fully answer your 
question about our manpower needs. There are so many new problems 
arising in scientific research 

Mr. Tuomas. Mr. Victory, you are going to have to be a little more 
definite than that. What are your problems? 

Mr. Victory. They are due to the advance in technology. 

Mr. Tuomas. Dr. Dryden just said that you are usually able to cut 
down the manpower because they add some new gadgets with which 
to do it. 

Mr. Vicrory. He did not finish his answer. 

Mr. Tuomas. He did not finish his answer? 

Mr. Victory. No, sir; he only started out by saying half of the 
problem 

Dr. Drypen. That may be true for an individual facility. We have 
been trying for a number of years to find some basis for explaining 
our needs for more people. If we try to list all of the problems, we can 
give you page after page of technical problems which are very hard, I 
think, to understand without a lot of explanation. 

The best statement that I have to make on it is that our problem is 
always that of choosing what we are going to put the men we have on, 
how to pick out the most urgent problems from a list far in excess of 
what our limited staff can handle, and how we can distribute the men 
and the effort over the great variety of new problems that come up 
all the time. 

Mr. Tuomas. This problem is just like the problem of running any 
other big industrial organization; is it not? 

Dr. Drypen. You are given certain things with which to do your 
job, and you make the best use of them which you can. 

Mr. THomas. You can spend all your time chasing rabbits, or spend 
all of your time doing the important thing. 

Dr. Dryven. That is right. ; 

Mr. Tuomas. Your problem is not any different from any other 
operation of this type. 
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Mr. Victory. Mr. Chairman, during the past 2 years we have had 
numerous important projects that have had to come to a complete halt 
for lack of manpower, and they have stopped the progress of aeronau- 
tical science in those fields. 

Mr. TxHomas. What were those important problems? 

Mr. Victory. I would have to give you the list, but there is a rather 
long list. Some of these projects stopped when we lost keymen, and 
tried to fill their positions by using other men who could not fill them, 
and the projects come to a halt. 

Mr. Tuomas. That is a horse of a different color. You lost your 
scientists and you could not replace their skills? 

Mr. Vicrory. We had to draw scientists from other fields and then 
that work came toa halt. Our laboratories are permeated with proj- 
ects that were stopped. 

Dr. Drypen. Let me say it another way: You do not build the teams 
of people who can attack these problems usefully, and effectively, ex- 
cept over a period of years. It takes time to build an organization, 
and to integrate the people into it, and to get them working together. 

Mr. Tuomas. Dr. Von Braun down at Redstone Arsenal has a team 
of 200 or 300 with whom he has been working for 5 or 6 or maybe 10 
years. 

Dr. Drypen. Yes, sir. 

(Discussion off the record.) 

Mr. Tuomas. What about your printing and reproduction here of 
$32,000 at Headquarters, and $71,000 at Langley ? 

I notice the amount at Ames stays the same, Lewis stays the same 
at $14,000 and the high-speed station stays the same. 

Where is the high-speed station ? 


HIGH-SPEED FLIGHT STATION 


Mr. Umer. At Edwards Air Force Base at Muroc Lake, Calif. 

Mr. Tuomas. I guess that is the longest landing strip in the world; 
is it not? 

Mr. Utmer. I think so. 

Mr. Tuomas. It isa very good landing strip. 

Mr. Utmer, Yes, sir; and especially if you consider the two lakes 
together. 

Mr. Tuomas, It is very expensive to maintain; is it not? 

Mr. Utes. I think not. 

Mr. Vicrory. No, sir; nature sweeps it clean for us every year. 

Mr. Tuomas. There is not an inch of concrete on it. It is as smooth 
as this table. 

Dr. Drypen. Yes, sir; and hard. It will support very heavy 
weights. 

Mr. Tuomas. It is not very hard if you get about a quarter of an 
inch of rain on it. 

Dr. Dryven. No, sir; that smooths it over, and gets it in condition 
again. 
PRINTING COSTS 
Mr. Tuomas. What is this item of printing of annual administra- 


tive reports, technical reports, and so on ? 
Mr. Vicrory. Here is a copy of the administrative report. 
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Mr. Tuomas. You also have the printing of forms and letterheads. 
You are still sending your information all over the world? 

Dr, Drypen. These reports are unclassified and are available for 
purchase from the Government Printing Office. 


Mr. Tuomas. Well, you send them all over the world; do you not? 
Mr. Umer. This item covers the formal printing of our unclassi- 


fied reports. They are available for anyone to buy from the Govern- 
ment Printing Office. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. With reference to contractual services, we will insert 
m the record at this point page 51 of the justifications as well as 
page 52. 

(The pages referred to follow :) 


07 Other contractual services 


Analysis by location: 
NACA headquarters 
Langley Laboratory 
Ames Laboratory " 
Lewis Laboratory_.___--......--.--- 
High-speed station__- 
Wallops station_--- 
Western office 
Wright office........._._- 


TOD, ded cei ~ dace <bdn ss dudadhoebedae- dhkcmnec denies 
Requested supplemental 


Total, all locations 


Analysis by types of service: 
Repairs and alterations: 
NACA Headquarters 
Langley Laboratory 
Ames Laboratory 
Lewis Laboratory 
High-speed station 
Wallops station 
Western office 
WOR eatnnas hobenns dh te dec see seoapdee 


5se8B.. 
3ESS85 


Total, repairs and alterations 


S 


Be 
aeSZSsse Si ks 








Miscellaneous services: 
OM, BIO ec denna sans nccnshensecs odes 
Langley Laboratory 
Ames Laboratory 3 
Lewis Laboratory pens de 212, 871 
High-speed station__._.-........- - ere 6, 812 
Wallops station 4 
SPS nia dk Paine on vanlese~ «cba ds Sukh oeneceonae 
a ols et se rethinks Seaeducaubqineaecaéondinays 


= 
AAS 





Total, miscellaneous services 


Research contracts_- 








Services by other Government agencies for— 
BW ae UNE = 5o <aia cn sak ceusecadaspeeechs 233, 439 | 
Langley Laboratory 34, 685 | 
ee ss seeee 652054565 A... at 5, 653 | 
LR: Sere a ee 2,323 | 
High-speed station.___- 781 | 
Wallops Station __-_--.....-- : 28 


Total, services by other Government agencies 277, 162 


2, 546, 680 | 


Total, other contractual services 2, 227, ssi | 
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JUSTIFICATION 


Estimates for this object of expenditure, as summarized above, include normal 
operating repairs and alterations; special alterations and modifications to struc- 
tures and research facilities; specialized contractual services; Federal life in- 
surance; contracts for research at educational and scientific institutions; and 
services performed by other Government agencies. Justifications for each of 
the object subheadings follow. 






























RESEARCH CONTRACTS 


Mr. Tuomas. Your research contract amount remains at $410,000 
this year, the same as it was last year. 

You want.to increase that figure this year? 

Mr, Unmer. We would like very much to, Mr. Thomas. We have 
asked in our language that the limitation be removed. We have been 
advised that the amount we can show in the estimates may not exceed 
the current limitation but that if you were willing to remove the limi- 
tation—— 

Mr. Tuomas. What is the net result of these research contracts? 

Dr. Drypen, They are used to supplement our own investigations 
in various fields where we find a group of experts in a university, for 
instance, working in a field not covered by our own staff. I think at 
various times we have put into the record lists of them. 

Mr. Tuomas. Yes; I know we have put in lists of them, but what 
have been your returns so far that you can put your finger on? Can 
you put your finger on any of them? 

Dr. Drypen. Well, there are contracts which give us information 
on the properties of air at very high temperatures, the physical prop- 
erties of various types of rocket fuels, information on special alloys 
for high temperatures, the mechanisms by which noise is generated, 
and so forth. 

I do not carry in my own mind the long list of them. 


REPAIRS AND ALTERATIONS 





Mr. Tuomas. We will insert at this point in the record the large 

paragraph which appears on page 53 of the justifications where you 
nally get around to breaking down this item for repairs and altera- 

tions. 

(The page referred to follows :) 









Kepairs and alterations 





Fiscal year | Fiscal year | Fiscal year 
1957 1958 1959 
obligated estimated estimated 





EE eet ditinnenedageheepbensoenhss seta dep eqepees $488, 512 $1, 140, 000 $1, 208, 000 
Minor categories of projects. ..............-.-..----------.---.- , 308, 125 345, 500 
ee ic btcteebptinncbasbineswsastsessewnne 782, 725 1, 448, 125 1, 553, 500 























Funds requested under this subhead are necessary for alterations and modi- 
fications to structures, research facilities, and utility systems to meet changing 
research requirements, and for normal operating repairs to structures, research 
and transportation equipment, utilities, and various service and office equipment. 

Frequent alterations and modifications to structures and research facilities 
have been found expedient and necessary to increase the scope and accuracy of 
research operations and to permit maximum utilization of existing research 
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facilities under conditions of rapidly changing research requirements. Individ- 
ual research setups are continually torn down, modified, and rebuilt. These al- 
terations, in turn, dictate the need for extending and expanding existing piping 
systems, electrical systems, and other utilities. Changes of this nature are 
inherent in a research activity since aeronautical facilities are particularly 
susceptible to obsolescence. The major portion of the funds requested in the 
fiscal year 1959 under this subhead, $1,208,000, will be required for major repairs, 
alterations, and modifications to structures, research facilities, utility systems, 
shop facilities, and roads. The remainder of the 1959 request under this sub- 
head, $345,500, will be required for normal maintenance and repair activities to 
keep structures and equipment in proper operating condition. 


Mr. Tuomas. You state: 


Frequent alterations and modifications to structures and research facilities 
have been found expedient and necessary to increase the scope and accuracy 
of research operations and to permit maximum utilization of existing research 
facilities under conditions of rapidly changing research requirements. Individ- 
ual research setups are continually torn down, modified, and rebuilt. These 
alterations, in turn, dictate the need for extending and expanding the existing 
piping systems, electrical systems, and other utilities. Changes of this nature 
are inherent in a research activity since aeronautical facilities are particularly 
susceptible to obsolescence. The major portion of the funds requested in the 
fiscal year 1959 under this subhead, $1,208,000, will be required for major repairs, 
alterations, and modifications to structures, research facilities, utility systems, 
shop facilities, and roads. The remainder of the 1959 request under this sub- 
head, $345,500, will be required for normal maintenance and repair activities to 
keep structures and equipment in proper operating condition. 


What have been your commitments up to January 1 under this 
procedure? This is your 07 account, is it not? 

Dr. DrypEn. Yes, sir. 

Mr. Utmer. We have obligated through January——- 

Mr, Tuomas. You repaired and altered these same roads last year 
to about this same tune. 

When are you going to get them fixed up to the point where you can 
reduce this repair and alterationitem? — 

Mr. Umer. I doubt whether we ever can, Mr. Thomas. This-is 
the same thing as maintaining a home. There are always repairs that 
have to be made. : 

On January 31 we had obligated $710,000 out of a total budget of 
$1,307,000, for all repairs, alterations, and. miscellaneous services. 
Mr. Tuomas. Well, you are violating the allocation law, are you 
not? 

Mr. Utmer., No, sir; that is for 7 months, or seven-twelfths of the 
total. 

Mr. Tuomas. I thought you were over it by about 3 cents. 

Mr. Umer. Our apportionment goes on the total “Salaries and ex- 
penses” appropriation, not on individual objects of expenditure. 


SUPPLIES AND MATERIALS 
Mr. THomas. At this point in the record we will insert pages 74 and 


75 of the justification, which covers supplies and materials. 
(The pages referred to follow :) 
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Supplies and materials 
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tory 
High-speed station 
Wallops — Pe tkdcoc case pedo loatediacthbestoe hes oteTe id 


Western 
Wright office 


Ba 
ep 
BBE: 


ls 
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Total - ” , 
Requested supplemental... _-_.. .-.---.-.----2.2- 2-2-2 2} ect e eee. ae 


% 7, 364 


Total, all locations 5, 337, 549 


Analysis by transactions: 
Inventory, start of year 
Inventory adjustments. -.-- netiaa lta lelcc ita Se aie, aicien 
On order, start of year 6 600. 480 
Total obligations 7, 364, 620 


Total available for usage diets! 9, 251, 510 | 


Surplus disposed of 
Inventory, end of year 
order, end of year 


JUSTIFICATION 


As indicated in the above analysis, funds in the amount of $6,234,000 are 
requested for the procurement of supplies and materials in the fiscal year 1959, 
a decrease of $1,130,620 under the amount required for the fiscal year 1958. The 
obligations for the fiscal year 1958 include orders for rockets for the Langley 
and Wallops activities totaling approximately $1 million. These rockets, which 
are used for pilotless aircraft and missile research, have, in the past years, 
been largely supplied by the military services without reimbursement. The in- 
creasing need for research data at higher speeds and altitudes is requiring the 
use of larger and more expensive rockets. It is becoming increasingly difficult to 
obtain sufficient quantities of rockets from the military services without reim- 
bursement. In order to maintain the planned research schedule for the fiscal 
years 1958 and 1959, about $1 million must be invested in a stock of high-energy 
rockets during the balance of, the fiscal year 1958. Actual delivery and use of 
the rockets will be split between the 2 fiscal years. The on-order figure appear- 
ing above for the end of 1958 is therefore relatively high, but the usage figures 
for 1958 and 1959 are nearly the same. 

This situation is also reflected in the tables showing the analysis of usage by 
major function served, where the figures for “plant operations” show a sub- 
stantial increase in 1958 and 1959 due mainly to the increased use of rockets. 

The price levels used in preparing the estimates are those that prevailed 
during the month of July 1957, and it was assumed that these levels would 
remain constant during the fiscal years 1958 and 1959. 


Mr. Tuomas. I note you are running up into big money again, and 
that you have an increase for 1959. 
You state: 


As indicated in the above analysis, funds in the amount of $6,234,000 are 
requested for the procurement of supplies and materials in the fiscal year 1959, 
a decrease of $1,130,620 under the amount required for the fiscal year 1958. 
The obligations for the fiscal year 1958 include orders for rockets for the 
Langley and Wallops activities totaling approximately $1 million. 


Well, you wanted that same $1 million, too? 
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Mr. Umer. Yes; in the supplemental. We are merely explaining 
why the amount next year is a decrease—— 

Mr. Tuomas. Sure, it is a decrease. 

Mr. Uxmer. Yes, sir; it is a decrease if you will give us the $1 
million we requested in the supplemental. 

Mr. Tuomas. You further state: 


These rockets, which are used for pilotiess aircraft and missile research have, 
in the past years, been largely supplied by the military services without reim- 
bursement. The increasing need for research data at higher speeds and altitudes 
is requiring the use of larger and more expensive rockets. It is becoming in- 
creasingly difficult to obtain sufficient quantities of rockets from the military 
services without reimbursement. In order to maintain the planned research 
schedule for the fiscal years 1958 and 1959, about $1 million must be invested 
in a stock of high-energy rockets during the balance of the fiscal year 1958. 


SUPPORT COSTS PER MAN-YEAR 


Mr. Utmer. Would you give me 1 minute to show you a chart 


which covers this general subject of supplies and equipment? It 
would not take long. 


Mr. Tuomas. Go ahead. . 

Mr. Utmer. I have plotted here what I call support costs which 
are gotten by subtracting from the total budget all personal services; 
what is left Lcall support costs. I divided that by the total man-years 
we are getting in work. In 1949 we had about 6,800 man-years and in 
1958, we are getting about 8,000 man-years, which gives us support 
costs of about $1,912 per man-year in 1949. That was made up of 
$259 for power and $1,653 for supplies, equipment, and the repair or 
modification items we spoke of. ; 

In our current budget, although we are spending $2,683 per man- 
year for these support costs, we are actually providing our people 
with less support in the nature of supplies, equipment and modifica- 
tions than we did in 1949. 

This is where our tough problem is. Our power bill has gone up to 
$759 a person. This is not because of increased prices, but because 
of increased usage. The kilowatt-hour consumption has increased 
almost in direct proportion to these dollar figures. In addition, we 
are having to spend $416 per person—— 

Mr. THomas, You ought to define that word “usage.” 

Mr. Utmer. Kilowatt-hours consumed per man-year. Our usage 
has gone up almost in direct proportion to the dollars shown here. 

Dr. Drypen. Three times. 

Mr. Utmer. In 1958, we are using three times the kilowatt-hours 
per man-year that we did in 1949. I am trying to point out, though, 
that this increase is not a price increase. 

Mr. Tuomas. Using bigger facilities requiring higher temperatures 
and so forth? 

Mr. Unmer. That is correct. 

Mr. Tuomas. To run the facilities you have, you are now using 
about three times as much power ? 

Mr. Utmer. Yes. This piece of pie, $416 per person in 1958, covers 
items we never had in war bedaet in 1949: the Government contribu- 
tion to the retirement fund, Federal life insurance, social security, 
security investigations, and items of that type. If you adjust the 
1949 figure on the basis of price increases during that 10-year period, 
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we are spending far less today than we did in 1949. This figure would 
be roughly $2,000 that we had available in support costs in 1949 
compared to about $1,500 that we have today. This is where we 
are tight. 
This is why you see an increase in our 1959 budget to provide our 
ple with more money for supplies, equipment, and facility modi- 
cations. 
Mr. Tuomas. That'is very nice. You spent a lot of time on that 
chart and it tells the tale succinctly. It isa good chart. 
Mr. Utmer. Thank you, Mr. Thomas, 


EQUIPMENT 
Mr. THomas. We will insert pages 79 and 80 in the record at this 
int. 

(The page referred to follows :) 


09 Equipment 


Fiscal year 
1957 obli- 
ted 





Analysis by location: 


WGC & howtlawabtetecii. 3...) ii ae ai ti... Bb $11, 965 
OES LAY 0 wi bettla Nir a> pp andas-boenshanene dinky 813, 163 
Ames Laboratory. -- a h 600, 536 





Lewis Laboratory. .- 649, 930 
High-speed station-- 145, 654 
Weep menenttt 2365.02. isti. 6. a ait i 294 


ici i Es 449 





































Analysis by classes of equipment: 
eplacement equipment: 

NACA teaman rr tere.. os. iis cede e lens. sts 7, 572 9, 000 
Langley Lahoratory..............-...------------s.s-- 54, 166 90, 000 
Ames Laboratory... ---.------- 2222s eek 64, 347 171, 100 
Ts Lites a siskin abies mii dant 27, 686 40, 150 
NS ERA CALS ES AB gales 18, 949 51, 900 
WVGMODS BbB RON ik he oe sdk de Le 2, 839 11, 300 
atari erent eat acne allie vena Ree cei ean aint tah Bats 1, 500 

Total, replacement equipment__...........-.......- 176, 559 374, 950 

_——————_——_— 

Recurring equipment: : 
ELE TEE 537, 975 940, 500 
Ruibad Laboretery cis ie. in sled 159, 637 215, 000 
Fe IT cE a inch dn gdngeewndenriapdnbeds 295, 231 306, 00 
nc re ae 25, 878 33, 000 
MUM III eS hibew cic ick indinbadddabucabachse 3 


Total, recurring equipment. -...........-.......... 





New equipment: 
NACA headquarters...............--2.-sssccs25ie-2-s 4, 293 
eee 221, 022 
Ames Laboratory -._-_- " 376, 552 
Lewis Laboratory..... ‘ 327,013 
High-speed station...._.._- a 100, 827 
Gn inknt can kd anges adinepuimniwbnes weet 177, 840 


NE oi a iiiininciine nen aQuiceipehmbannbihitinteld, 
Total, new equipment.-___.._......-...---..--s..-.- 
Total, all equipment... -.........-......-..--..-.... 










JUSTIFICATION 


It is estimated that a total of $3,666,000 will be required under this object in 
the fiscal year 1959. Major items include equipment for the continued moderni- 
zation of data-recording and data-processing facilities at the Ames and Lewis 
laboratories. The advanced techniques which are available in these fields must 
be applied at the earliest possible date. The chart on the following page indi- | 
cates the current distribution of effort for,a typical modern NACA research y 
report. It will be noted that over 50 percent of the total man-years of effort 
required to produce the report in its final form is required for data reduction 
and analysis. It is in these areas where substantial progress can be made in 
speeding up the availability in useful form of the scientific data produced by the i 
NACA, The acquisition of more advanced types of data-recording and data- i 
processing equipment is most urgently needed for this purpose. 

Other major items include specialized equipment to permit acceleration of 
research operations on ballistic and intercepter missiles, space vehicles includ- 
ing satellites, and nuclear and rocket power plants. As indicated in the analysis 
on the preceding page, the equipment estimates are prepared under three head- 
ings: replacement equipment, recurring equipment, and new equipment. A 
discussion of the factors affecting the needs for each class of equipment follows: 


Mr. Tuomas. Do you have an overall table here for your three 
installations ? 

Mr, Uuamer. On equipment? 

Mr. Tuomas. Yes; I believe page 79 has all the equipment listed 
by installations. 

It shows the amounts by laboratories. I am talking about details. 
You have a list here of that and that begins on page 90. 

That is too detailed a list and I guess the best, tableris on page 79 but 
that does not tell you too much about how many different items you 
have in stock which go to replenish your supplies. 

This is mostly scientific equipment and general supplies around the 
laboratory. 

It may be hammers, saws, nuts and bolts, and then you have elec- 
trical wires and instruments. 

How many would you say, 1,00, 2,000, or 3,000 separate items ? 

Mr. Utmer. An individual laboratory supply inventory may con- 
tain as many as 16,000 items. 






























INVENTORY OF SUPPLIES AND MATERIALS 









Mr. THomas. What is your inventory ? 
Mr. Utmer. A little over a million dollars total. I have the table 

on that. 

(The table referred to follows :) 


Inventory for supplies and materials 



















Actual, Estimated, | Estimated, 
end of fiseal | end of fiseal | end of fiscal 
year 1957 year 1958 year 1959 





PER Gr ee ong hn asco ce decode cate enns $3, 385 $3. 641 
LA RADON on ase eS 368, 967 380, 000 
NE In on in eet incon e dca dan hess seek SS 217, 748 ; 
BA i icin ih tients Dueteecndenacnd cient 468, 640 

PCC cnc wetabewes tod rsa shcepennsdytons hacia 1 50, 402 


Wallops station _........- atinndti nbbbscid onntvanstades alain 28, 268 


Rg nn 2ocmnaipe banana eneo nencontnetadanhieeh time 1, 137, 410 
| 


8) as83 
3| 3223 
3| 2882s 
| 338222 


21, 


1 Includes $3.000 surplus materials to be disposed of during fiscal year 1958. 
2 Includes $50,000 resulting from additional funds requested under 1958 supplemental, 


22311—58—pt. 2——40 
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Mr. Tuomas. Is your equipment now a part of your inventory ? 

Mr. Utmer. No, sir. 

Mr. Tuomas. Why not? 

_ Mr, User. The inventory figures shown cover only expendable 
items. 

Mr. Tuomas. What is this equipment? 

Mr. Utmer. This is capitalized equipment. 

Mr. Tuomas, What do these small items cost ? 

Mr. Usmer. Anything under $50 is considered a supply item. 
Anything above that is capitalized. The million-dollar figure that 
I gave you is the inventory for expendable supply items. The equip- 
ment items are normally not expendable. 

Mr. Tuomas. You call these capital items ? 

Mr. Utmer. We do, sir. They are put in a capital account when 
procured. They do wear out and are replaced and to that extent 
they are See adable but they are not considered to be supply items. 

Mr. Tromas. How many items are you requesting? You set them 
out for all three laboratories. How many are there? 

Mr. Umer. I would guess there must be five or six hundred separate 
items of equipment listed. 

Mr. Tuomas. Ranging all the way from $200 or $300 on up to 
$600 or $7,000? 

Mr. Utmer. Yes, sir, and more. 

Mr. Tuomas. We cannot put all of this in the record. It is too 
bulky. 























CONTRIBUTION TO CIVIL-SERVICE RETIREMENT FUND 


What is your contribution this year to the civil-service fund? 
Mr. Umer, A little over $3 million. 

Mr. Tuomas. $3,404,000? 

Mr. Umer. Yes. 

Mr. Tuomas. At this point in the record we will insert page 114. 
(The page referred to follows :) 


11 Grants, subsidies, and contributions 


| 
Fiseal year 
1957 obli- 
gated 


Fiscal year 
1958 esti- 
mated 


Fiscal year 
1959 esti- 
mated 
































ee eee a ——} 


Analysis by location: 


NACA Headquarters. ontam edo btme ne aataddnn ae $76, 000 $78, 350 
Langley Laboratory - : ont anni asieiena ieee 1, 244, 900 1, 342, 000 
Ames Laboratory. . , eS hod dbus dua de 559, 500 619, 700 
i I it Sita RS 6 on he ec nnnnneedann=<ei>ess aeieis Ghee 1, 078, 500 1, 206, 000 
High-speed station _ 3 5éne oc a peneplannaidind aisles 111, 005 124, 500 
Wallops Station. . _. =i ; ; < 27, 809 30, 120 
Western Office... . ’ on 1, 940 2,310 
Wright Office___ ei 1,020 1,020 

Total ~ 3, 100, 665 3, 494, 000 


Requested supplemental. rs —60, 000 


Total, all locations. a Rese dias 3, 040, 665 3, 404, 000 
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Calculation of Government contributions to retirement fund for fiscal year 1959 


Total, all personal services 

Personal services not subject to retirement deductions: 
Intermittent employment 
Overtime and holiday 
Nightwork differenti 


Reimbursement for military personnel 
Terminal-leave payments 
Salaries subject to deductions for social security 
— 1, 666, 093 


Total, personal services subject to retirement deductions... 52; 365, 907 


Total, Government ccntributions computed at 64 percent... 3, 404, 000 


Mr. Tuomas. The $3,404,000 represents 6.5 percent of the total 
amount of personal services subject to retirement deductions. 


TAXES AND ASSESSMENTS 


At this point in the record we will insert page 117. 
(The page referred to follows :) 


15. Taxes and assessments 


Conner by the Government: 
NACA Headquarters... . 
Langley Laboratory 
Ames Laboratory 
Lewis Laboratory - ----_--- 
High-Speed Station. 

Wallops Station - _-- 


Total contributions 


g 


'g| esse 





Average number of employees subject to Federal Insurance 
Contributions Act: 
NACA Headquarters ..---.-- 
Langley Laboratory 
Ames Laboratory 
Lewis Laboratory 
High-Speed Station 
Wallops Station. ......-- 


~&8Sto 


Total number of employees---- 


§ 


JUSTIFICATION 


It is estimated that $18,000 will be required in 1959 for the payment of em- 
ployer’s social security tax on compensation paid Government employees pur- 
suant to the Federal Insurance Contributions Act, Public Law 734, approved 
August 28, 1950. 

Pursuant to Executive Order No. 10577, dated November 22, 1954, many em- 
ployees serving under indefinite appointments have become eligible for career 
appointments. Conversions of this type remove employees from the social 
security system and make them subject to the provisions of the Civil Service 
Retirement Act. It is likely that a number of such conversions will be made 
during the fiscal year 1959 which may be offset by additional indefinite appoint- 
ments that will be made in recruiting the increased staff requested for the budget 
year. In addition, the rate will increase on January 1, 1959, from 2% percent to 
2% percent on the first $4,200 of salary earned. The net result of these factors 
is expected to increase the amount necessary for this purpose from $17,550 to 
$18,000. 
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Mr. Voursexi. I have no questions, but I would. like to commend 
these very able gentlemen on the presentation that they have made 
and the fine work that they are doing, teh 

Mr. Tuomas. Thank you very much, gentlemen. It is always ver 
nice to see you. Good luck to you and I hope that, for the record, 
whoever happens to have the authority does put this new agency, 
on space research and missiles, right where it belongs. It belongs in 
this agency. In the first place, I think that you can do it and get the 
job done in a shorter period of time by virtue of the fact that you are 
the only organization dealing with it. I do not think you have been 
doing with it as much as you should have, but I think you are set up 
to deal with it. 

From the point of view of dollars and cents, you would be able to 
do it cheaper than anybody else. 
Thank you very much, gentlemen. 
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SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 






Program by activities: 


1. Applied technical research and frequency: allecation -- . $551, 558 $614, 756 

© :BrORGOOeh china bs 0 63 cs vain) - ony sock ~adeaenep bees eansea- 1, 561, 073 1, 638, 373 

3. Safety and special radio services ..-...--.--..--------- 837, 770 889, 966 

4, Field engineering and monituring..--..-....:... -.--- 2, 457, 924 2, 576, 853 

6. Common carriae “5. 202i si sii 23h tak heels. 885, 591 961, 290 

6. Executive, staff, and service... ....-...-.---....-.--.-- 1, 531, 328 1, 618, 762 
SIE CIN oon ec bee cer cetnc ene te tees 7, 825, 244 8, 300, 000 
Financing: Unobligated balance no longer available...._.._- 2708 haws. cul Lie 


Appropriation (new obligational authority) _.......-.--- 7, 828, 000 8, 300, 000 
















Total number of permanent 


oe eee ewe ewe we wee esesd 


Full-time equivalent of all ot positions 






























bttasealitnnde emitter i Tndcnboamibatal 
Average number of all employees... -.................--.-..-- 1, 
Number of employees at end of year.._......-...... Feb theo 
Average GS grade and salary......................--..---.-.- 
01 , Personal services: ? 
‘ Permanent he. 605161. da. $6, 717, 572 $6, 921, 251 
Positions 0’ than permanent... ncinnonnne-ben 31, 226 
Other personal services... .........-.--2.. 22.2222. 88, 880 
Detiptawnnamelsas tips Sideline 7, 041, 357 000 
san inc cnin eaeaibrmsiasietilliaee repetinatianeiltingeniiitndicin citi: 99, 900 107, 470 
I a daa ieee coe 18, 700 29, 300 
Bh. Sabusezcneatnteaenke te igielte 189, 000 199, 400 
05 Rent and utility services... .-_-.-...2.---4-2.. o-3 60, 000. 62, 045 
06 Printing and reproduction. -.....-.......-..-.--..-. 57, 000 53, 000 
07 Other contractual services. .................-.-..... aG 76, 000 92, 600 
Services performed by other agencies.... .......---...- e 75; 800 94, 600 
08 Supplies and materials...............--.2-.422-2. 222-2222 119, 500 152, 300 
2! | eee ee te ee re 105,350 168, 285 
D> IO ns tien ceunchnginebibceaneges dares 36, 500 120, 000 
Mk rants, subsidies, and contributions. ................-....|..--.~--~---+-- 414, 793 474, 500 
13’ Refunds, awards, and indemmities..__..._...--...-...-.-- 125 1, 600 1, 600 
15 Taxes and’ assdssmients.... 2.25.02. Ll 438 4, 500 . 4,900 
tel CUTIE, pecan atciennnetinhdeubeieinetatneunn 8, 300, 000 8, 950, 000 








v Mr. Tuomas. Gentlemen, will the.committee please come to order? 
«We have with us this morning the Federal Communications Com- 
mission. This is an agency that is well and favorably known to the 
¢ommittee, and it is certainly nice to have with us again the able and 
genial Chairman, Mr. Doerfer. Where are the other Commissioners? 
0\Mr, Dorrrer. I imagine they are delayed by the weather condi- 
tions, the snow and ice. I am sure they will be here shortly. . 

.. Mr. THomas. Commissioner Hyde will show up, and Commissioner 
Bartley ; Commissioner Lee is here; Commissioner Ford, I guess, will 
be here in a minute. 

Where is Mr. Allen, the chief engineer? Did I not see him here? 

Mr. Cox. He lives in Fairfax. He probably will be here. 

Mr. ‘Tuomas. And Mr. Baker, the general counsel, I guess will be 
here. Mr. Cowgill, Chief of the Broadcast Bureau, is here; and Mr. 
Plummer, Chief of the Safety and Special Radio Services Bureau. 
Mr. Plummer, are you still doing a lot of business? 

Mr. Ptummer. We are keeping busy. 

Mr. Tuomas. And we have with us Mr. Nordberg, Chief of the 
Common Carrier Bureau; Mr. Turner, Chief of the Field Engineer- 
ing and Monitoring Bureau; Mr. Cox, the executive officer and acting 
budget officer; Mr. Sitrick, the administrative assistant to the 
Chairman. 

Where is the secretary ? 

Mr. Dorrrer. She will be here shortly ? 

Mr. Tuomas. And Mr. Cunningham, Chief Hearing Examiner; 
and Mr. FitzGerald, Chief of the Office of Opinions and Review. 

It certainly is nice to see all of you and we are delighted to see 
all of you. 

Mr. Chairman, will you or any of your colleagues give us a good 
statement, a long, short, or medium one. 

Mr. Dorrrer. W will give you a short one. 
Mr. Tuomas. You can make it as long or as short as you like. 
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GPNERAL STATEMENT 


Mr. Dorrrer. Congressman Thomas and members of the committee, 
thank you for the opportunity of presenting the request and justifica- 
tion for the Federal Communications Commission’s 1959 budget. 


SUMMARY OF BUDGET REQUEST 


We are requesting $8,950,000. This is an increase of $650,000 over 
the 1958 appropriation. The requested increase will enable us to 
employ an additional 50 needed employees, mostly professional people. 
This will increase our average employment from 1,106 employees to 
1,156 employees. 

The increase of $650,000 may be summarized as follows: 

For salaries for 49.8 additional employees, $348,643. 

For other objects, $301,357. 

The total increase requested is $650,000. 

The “Other objects” detail is as follows: 


(a) Cost of relocating two monitoring stations in Hawaii and Ohio__ $138,100 

(b) Replacing obsolete technical equipment and purchasing new equip- 
ment for the additional employees 

(c) Inereased contributions to the civil-service retirement fund 

(d) Additional supplies and materials 

(e) Additional communications costs because of more employees, 
higher rates, and less reimbursement 

(f) Increased rental of automotive vehicles 

(g) Other smaller increases and decreases, such as employee life in- 
surance program, building and ground maintenance, printing 
and reproduction 

(h) Reduction in new outlays for land and structures, other than 
Hawaii and Ohio items mentioned above 


So thatthe total “Other objects,” as indicated before, is $301,357 
which, with the increase in salaries, accounts for the total imcrease 
requested of $650,000. 


DISTRIBUTION OF NEW EMPLOYEES 


The 50 additional employees are to be distributed as follows: 





Average 
number of Cost 
employees 
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. Applied technical research and frequency allocation_..._.._.___- 8 
. Broadcast activities _____- [-§-<seneoaned . 5 | 
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. Safety and special radio services. -_._._-__._- 
. Field engineering and monitoring.___...___.........--..-.- 2-0-2. eee. 1 
. Common e:rrier activities. -_- : aw Leki, eecin. 5 
. Executive, staff, and service activities 
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The first section of our budget takes up what we call applied tech- 
nical research and frequency allocation activities. For these activities 
we are requesting funds to finance 5.3 additional employees. I am 
sure that the members of this committee are fully aware of the fact 
that the uses of radio frequencies are increasing rapidly and that 
these new and expanding uses require solution to difficult technical 
problems. These matters are becoming more complex every day, and 














we must have technical staffs to assist in their solution. Also, in the 
next, 2 years there will be large-scale international radio conferences 
for which the United States representatives must. make thorough 
preparation. It would be seriously detrimental to our interest. to 
attend these conferences without adequate technical and policy prep- 
aration, This means staff work. 

For our broadcast activities our budget provides for 8.5 additional 
employees. Our principal problem here is the fact that the number 
of applications being filed with the Commission is increasing in all 
services and that our staff is unable to keep up with the rising work- 
load. The result is mounting backlogs. 

In standard broadcast our backlogs have become especially heavy 
and we feel most strongly that we must have some increase in staff 
at least to prevent the situation getting worse. To underline the 
gravity of our problem in this area you may be interested in knowing 
that our standard broadcast backlog is so great that it is now 8 months 
from the time an application is filed until we can even pick it up to 
begin work on it. 

or the “safety and special radio services activities” of the Com- 
mission we are requesting an increase of 14 employees. The number 
of applications in these areas has been increasing most rapidly for 
several years and this trend most certainly will continue well into 
the future. As a result of these tremendous increases in workload, 
backlogs have also developed in these services and we believe that it 
is in the interest of the Nation as a whole that we be given sufficient 
staff to prevent the backlog situation becoming even more serious. 

You are familiar with our field engineering and monitoring pro- 
gram. It is the eyes and ears of the Commission throughout the 
United States and its Territories and possessions and is responsible for 
enforcement, monitoring, handling interference complaints, and re- 
lated operations which must be conducted in the field. The only 
increase we are requesting, in spite of the steadily mounting problems 
and workloads facing our field staff, is for 13 employees needed to 
enable us to handle small-boat. inspections required by Public Law 985 
enacted in the last session of the Congress. That would be March 1957. 

Mr. Turner. The deadline for certification and compliance is March 
1 of this year. 

Mr. Bartiey. The enforcement actually commenced March 1, 1957. 

Mr. Turner. That is right. 

Mr. Dorrrer. To administer our common carrier responsibilities 
our budget provides for 5.5 additional employees. Private line in- 
vestigations and the Bell System lease and maintenance problem, as 
well as the extremely rapid physical and technological growth of the 
communications industry create new and increasing problems and 
workloads for this Commission. Just to handle the most urgently 
pressing problems we badly need a small increase in staff. 

Under the heading “Executive, staff, and service activities” we are 
asking for 3.5 more employees. There has been and certainly will 
continue to be an increase in litigation and international conferences 
work in the General Counsel’s Office. Vacancies on Commissioners’ 
staffs have recently been filled and a few more need to be filled as soon 
as possible to enable the Commissioners to discharge their duties under 
the Federal Communications Act. 
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As I stated earlier, our budget asks for an increase of $301,357 for 
“Other objects.” I have indicated the general areas of these increases. 
Considerable detail is set forth in our justifications. 

These are the highlights of our budget. I would like to request that 
pages 1 through 16D of our justifications be inserted in the record 
at this point. My fellow Commissioners and I, assisted by our staff, 
will do everything we can to answer all questions forthrightly and 


fully. 
Me. Tuomas. That is a nice statement. 


Would any of the other Commissioners like to add to, enlarge upon, 
or subtract from what has been said? 


COMMITTEE ACTION EXCEEDING BUDGET ESTIMATE IN PRIOR YEARS 


That was a good statement, but I was particularly impressed with 
the fact that the Commission apparently feels it has been financially 
starved to death through the years. As a matter of fact, the commit- 
tee has felt that the Commission, instead of being starved to death, 
was on top of its job, doing a good job, and had about all the personnel 
it needed. 

I recall in 1954 we went over and above the budget by a couple 
hundred thousand dollars, and much to our chagrin the next year 
we came to find out you did not use $150,000 of it. 

Mr. Hype. Mr, Chairman—— 

Mr. Tuomas. And that is not all. Sometimes my memory is good 
and sometimes it is not so good, I remember in 1956 we went above 
the budget again to assist you to get rid of some of your backlogs, to 
the tune of $100,000 or $150,000, and this was the committee’s action 
not at your request. 

So it does not look like the committee has been starving you to 
death by any means. So how do you justify your statement? 

Mr. Dorrrer. I would like first to admit that is not the way to make 
friends and influence members of the committee, but I have examined 
that statement and it appears in substantially the same form the last 
5 years. I think itis a Anteanien statement. It is a feeling that the 
Commission has on occasion that it is expected to accomplish more—— 

Mr. Tuomas. Mr. Commissioner, I said the committee had gone 
above the budget estimate on its own motion rather than at the re- 
question of the Commission. No one contests that statement, do they ? 

Mr. Hype. I do not wish to get into an argument with the chairman 
of the committee. 

Mr. Txomas. You can do anything you want to in here. Do not 
ever feel cramped or embarrassed. 

Mr. Hype. It did seem appropriate for me to mention that in the 
1954 appropriation the amount appropriated in an effort to process an 
enormous file of television applications and safety and special radio 
services applications looked toward a big effort to get things current 
and did not look toward a continuing increase in the budget. We 
were not able to use all of that money, but we did use a significant 
amount of it and we did get our processing as current as it reasonably 
could be made. I believe that we processed about 85 percent of the 
television applications, and I think our safety and special radio serv- 
ices operations were current at the end of the year. 
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Mr. Puummer. I would like to say that in 6 months in the Safety 
and Special Radio Services Bureau we pulled down our backlog time 
to 7 days and we had $64,000 more than we needed. 

Mr. Hype. This does support the statement you made and enables 
me to call attention to the fact we got some results. 

Mr. Tuomas. We are not questioning that a bit in the world. I 
think you spent your money wisely and did a good job, but I do not 
want you to give the outside world, that does not know anything 
about it, the impression you have been starved to death financially. 


UNFILLED POSITIONS 


How many unfilled jobs do you have as of January 1 in the agency ? 

Mr. Cox. Mr. Congressman, you asked that question when we were 
up here on our pending supplemental and I made an answer which 
I think was not clear, judging from the next question. 

Mr. Tuomas. You answer it now and forget about what you said 
last time. 

Mr. Cox. In terms of the appropriation and the money that we have 
to fill positions, we have no vacancies because we do not a money to 
set up any additional jobs. 

In terms of day-to-day vacancies—that is, somebody retires today 
and we have funds to fill that job tomorrow or next. week—we have a 
handful of vacancies in that sense. 

Mr. Tuomas. How many? 

Mr. Cox. 10 to 12 day-to-day operating vacancies against. which we 
are recruiting. But since we are operating right up to the money we 
have, we really cannot say that we have any vacancies. | 

Now in terms of number of positions we could use effectively in ad- 
ministering our program, we would have in the order of 40 or 50 or more 
vacancies, 

I wanted to explain this because I perhaps misled you the other time. 

Mr. Tuomas. No; you did not mislead us. What I asked you was 
a very simple question. How many vacancies do you have as of Jan- 
uary 1 with the funds that were appropriated to you for last year? 
You had so many appropriated jobs. Flow many vacancies do you 
have out of the appropriated jobs as of January 1 or any recent date? 
Do you have that kind of information ? 

r. Cox. I would have to go back and check how many current 
vacancies we had on January 1. 

Mr. Tuomas. We do not care what kind of technique you use. 

Mr. Cox. It would be in the order of 10 or 12 at any one time that 
might be considered current vacancies. 

Mr. Bartiry. Mr. Chairman, I wonder if I could go back to the 
previous question ? 

Mr. Tuomas. Surely. 

Mr. Barrier. To clarify to you and the committee what the situa- 
tion is with respect to the increase which the committee got for us in 
1954, it was designed primarily for the hearing backlog that we had, 
and it was pretty clear from the appropriation that in a — it was 
an emergency appropriation to take care of that particular backlog. 

The truth of the business is we could not find examiners who would 
come to us for a short period of time. We started a recruiting effort 
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rior to the beginning of the year and were able to pick up, my recol- 
ection is, only about 4 or 5 examiners. We kept that effort up. 

In spending money, I have discovered that the Budget Bureau 
wishes you to spend your money through the year, that is, allocated 
in quarters. By the time we could build up a staff we were piling up 
money which the Bureau—their philosophy of the spending of the 
money would be we were withholding money the first part of the year 
in order to spend it the last part of the year. That was one difficulty. 
In connection with our processing, the principal reason for our back- 
log is in the securing of engineers. We simply could not pay engi- 
neers enough money to attract them. 


INCREASED PAY FOR SCIENTIFIC AND ENGINEERING PERSON NEL 


relief from the Civil Service Com- 


Mr. Tuomas. Did you get ee ; 
ill help you? 


mission? Did this scientific pay 

Mr. Barttey. The last one? 

Mr. Tuomas. Yes. 

Mr. Barttey. I think it should have. 

Mr. Cowertx. We have had no tangible results yet. 

Mr. Txomas. Did they upgrade any of your jobs? You had two 
possibilities, one an increase in pay for scientific personnel, and we 
tried to help you with the Civil Service Commission to upgrade your 
engineering and technical jobs. Did the Civil Service Commission 
do that ? 

Mr. Cox. We have not had a general upgrading. We have been 
able to give them the pay at the top of the grade and that has cost 
us a substantial amount. This should help. 

Mr. Tuomas. So that the only increase that the technical people— 
I use the word “technical” in the sense they are engineers or scientists 
or technicians—did you get a doublebarrel boost, one the upgrading 
and the other the congressional act to increase the pay of scientific 
personnel ? 

Mr. Cox. We have had no upgrading of our technical people. 

Mr. Cowart. May I explain that? Piahite a study of the last year 
and a half of turnover in our engineers, and the turnover in our 
engineers has resulted in a net gain of two. Those two are grade 2 
engineering aides. So we have had no gain in the number of engi- 
neers available to do the work in the Broadcast Bureau. 





BACKLOG 





IN OFFICE OF OPINIONS AND REVIEW 


Mr. Tuomas. Where is the backlog now? Mr. FitzGerald used 
to have a tremendous backlog in the writing of opinions. 

Mr. FrrzGrrarp. We still have a backlog. It is not the television 
backlog—we are bringing that down, I think, in pretty good shape. 
We have had half a dozen large cases from the examiners as of last 
summer and early fall that we are now bringing before the Com- 
mission for oral argument and for decision. The television desig- 
nations into hearing are somewhat heavier I think, than was expected. 
and so the television cases are going to continue to be a substantial 
workload into 1959 and beyond. 

In our standard broadeast 











Mr. Tuomas. Mr. FitzGerald, if I may interrupt you, what. good 
does it do toward saving time if the two big bureaus, the Broadcast 
Bureau and the Safety and Special Radio Services Bureau, whittle 
down their backlog and it gets to your shop where you have to write 
opinions and you have a backlog and you cannot accomplish any- 
thing? That was substantially the condition 2 or 3 years ago. 

Mr. FrrzGeraxp. I think it is a different kind of backlog today. 
As of a year or two ago we were immersed in these television pro- 
ceedings ,and we have whittled that down to from 40 to 50 as of that 
time to 7 or 8 today. 

Mr. Tuomas. Where is the backlog? 

Mr. FrrzGerarp. In our shop it is largely broadcasting, and mostly 
the AM. 


BACKLOG IN BROADCAST BUREAU 


Mr. Tuomas. That is in your shop. How about broadcasting? 
How much of a backlog in terms of cases and days do you have there? 

Mr. Cowen. In broadcasting the principal backlog is in AM 
application prcoenne. We have something in the order of 600 appli- 
cations pending consideration. 

Mr. Tuomas. There is no end to it; is there? 

Mr. Hype. The number of broadcast stations in AM has increased 
from 900 after the war to in excess of 3,000 today. 

Mr. Tuomas. We thought they were going broke a few years ago 
and instead of that they have multiplied. 


BACKLOG IN TELEVISION WORK 


How much of a ree do you have in television. 
] 


Mr. Cower. The backlog there is not serious. 

Mr. Tuomas. In terms of time, how long does an applicant have to 
wait to get a decision if there is no contest? Of course if there is a 
contest that is something you cannot control, it could go on for 2 or 3 
years. But how long does an applicant have to wait for a decision if 
there is no contest? 

Mr. Cowart. In television, 30 to 60 days. 

Mr. Tuomas. What about AM? 

Mr. Cowart, It is running 8 months if uncontested. 

Mr. Tuomas. Contested it could go how long, years? 

Mr. Cowen. Yes. 

Mr. Barriey. Actually, it has a cumulative effect for that reason. 

Mr. Tuomas. When it gets to Mr. FitzGerald’s shop, how much of 
a backlog do you have there? 

Mr. FrrzGreravp. In AM cases? 

Mr. Tuomas. Yes. 

ae FirzGreravp. In AM cases we have in the order of 35 in our 
office. 

Mr. Tuomas. How long will it take you to clear up that backlog of 
uncontested cases ? 

Mr. FrrzGerraup. We do not have the uncontested cases except where 
there is interference of some sort. 

Mr. Tuomas. So it is not a problem? 

Mr. Hype. It isa problem. It takes 8 months before you can make 
the investigation to see whether the new application does infringe on 
another and involve a contest. 
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Mr. Tuomas. When you make your decision he has to write it up? 
Mr. Hype. After it stays on the processing line for about 8 months, 


NUMBER OF EMPLOYEES .NEEDED TO REDUCE BACKLOG 


Mr. Tuomas. How many employees do you need over and above 
what you have to get the backlog in a reasonable state, 30 to 60 days? 

Hr. Hype. I think our budget includes our estimate—— 

Mr. Cowernu. No. _ This budget was prepared not with an idea of 
getting that backlog down, but only to keep it from getting worse. 

Mr. Tuomas. How many more people would you need to get the 
backlog down to 30, 60, or certainly not longer than 90 days in uncon- 
tested cases in broadcasting? 

Mr. Hype. I cannot answer that question. 

Mr. Cowattu. I can only speak for the Broadcast Bureau. I would 
like to double the engineers on the AM processing line. I need 10 
more at $7,000 or $8,000 apiece. That would be $70,000 or $80,000. 
Then it would take 6 or 8 months to get the backlog down to something 
like 3 months. 

Mr. Tuomas. What about “Safety and special radio services” ? 

Mr. Puummer. First I would like to poimt out we have a seasonal 
problem. We have 18,000 or 19,000 applications coming in in the 
spring and summer, and in this season of the year it is down to 14,000 or 
15,000 a month. 

Mr. Tuomas. What is your waiting period now? 

Mr. Prum™Mer. It varies between about 20 days and 45 days. 

Mr. Tuomas. That is a pretty long period, is it not ? 

Mr. Piummer. There are people that would like to come in and get 
their applications approved and walk out. 

Mr. 'THomas. What is wrong with that? 

Mr. Pium™er. It is a matter of budgeting, and the philosophy that 
you use, whether you run a backlog or a current shop. 

Mr. Dorrrer. You cannot staff for peaks. 

= Tuomas. Is this 30 to 45 days your waiting period during the 

a 
aie Pitummer. No, sir, that isthe minimum. We expect to be run- 
ning 90 days in June when the applications come pouring in. 

Mr. Tuomas. If you were to cut the waiting period down to 5 or 6 
weeks, how many more employees would you need ? 

Mr. Piummer. About 14 more. 

Mr. Tuomas. Dollarwise how much ? 

Mr. Ptummer. About $75,000 to meet all costs. 

Mr. THomas. Would that take care of all your backlog? 

Mr. Piummer. That is just safety inspection. 

Mr. Tuomas. You said 10 engineers? 

Mr. Piummer. My shop is not greatly dependent on engineers. It 
is mostly clerks. 

Mr. Tuomas. Do you need anything in addition to the 10 engineers 
in the broadcast field ? 

Mr. Cowetu. The broadcast activity goes beyond that and drags 
more people along the line. When I speak of 10 engineers, soeasite 
one-third more than that would be spread—— 

Mr. Tuomas. Dollarwise how much would it be in addition to the 
engineers? What would be your whole figure? 
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Mr. Cox. We had estimated about $140,000 more in broadcasting. 

Mr. Tuomas. Since you do not have any figures here, I am led to 
believe your chairman, as a matter of habit, is just doing a. little 
“tummyaching” here. i 
' Mr. Cox. We are supporting this budget, Mr. Chairman. 

Mr. Vursett. Speaking of these clerks, do you have to get them 
from the Civil Service Commission ? 

Mr. Cox. Yes, sir. 

Mr. Vourseti. About what is the average salary of these clerks? 

Mr. Prommer. Around $5,000 a year. 

Mr. Tuomas. What is the average figure? 

Mr. Cox. About $5,000 a year. 

Mr. Vourse.u. If you had the money could you get the clerks? 

Mr. Piumer. I think so. We have had reasonably good success 
in recruiting. We recruited college students in the summer and had 
reasonably good luck. 


PROCEDURE IN PROCESSING APPLICATIONS 


Mr. Jonas. If you had all the people you could use, how much 
could you reduce that 8-month period before you can determine 
whether there is a contest involved , 

Mr. Coweu. Each application has to be examined to see if it has 
a contest with something else. 

Mr. Jonas. How long would it take you to determine that? 

Mr. Cowart. That could be determined within 30 days if we could 
reach the application. 

_ Mr. Jonas. Why does it take 30 days to determine that if you had 
all the people you need ? 

Mr. Cower. There is considerable examination required of the 
oo factors to see if there is interference. That takes in the 
order of a couple weeks. They have to check all existing stations, 
all the applications that are pending on the same frequency, adjacent 
frequencies, and so on, and it is quite a complicated and time-consum- 
ing job for engineers. 

r. Jonas. Why does it take a month to determine whether a new 
application would involve interference with an existing station if you 
had all the people you want or can use? . What is there so technical 
about it. that it would require 30 days, and what do you do the remain- 
ing 7 months? 

r. Bartiey. Can I interrupt? 

Mr. Jonas, Yes, sir. 

_ Mr. Barruey. I think I know exactly what you are asking and I 
think I can answer it. 

Mr. Jonas. Off the record. 

(Discussion off the pRCOR p 

Mr. Jonas. I asked, Mr. Chairman, if they had all the people they 
could use wisely and pee and keeping them busy, how much 
could they cut down that 8-month waiting period before they even 
determine if they have a contest, and I have not gotten an answer 
yet. 

Mr. Bartiey. The 8 months is from the date the application is re- 
ceived by the Commission until an engineer can be assigned to pick it 
up. We do not look at it for 8 months. 
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Mr. Jonas. That is what I want to know. What do you do in that 
8-month period ¢ 

Mr. Barrury. In the meantime he is looking at applications received 
8 months ago. 

Mr. Jonas. I beg your pardon. I said how far can you reduce 
that 8-month waiting period if you had all the people employed that 

ou need. 

. Mr. Barrier. I will get to that. After the engineer who is assigned 
to it picks up the aaullaainitiis the work he has to do ranges from 2 
or 3 days to perhaps 15 days, depending on the complications in the 
application. 

Mr. Jonas. Doing what? 

Mr. Barrier. Working on that.application. 

Mr: Jonas. You mean studying it, analyzing it ? 

Mr. Barriry. Yes, sir; and making measurements, fitting it in the 
whole pattern, and it is a highly technical matter. 

Mr. Jonas. That takes 15 days. I will give you the maximum. 

Mr. CowatLt. 15, 16, or 17 days, depending on the workload. 

Mr. Dorrrer. I would like to point out at this point. that the longer 
the application is in our shop the more complicated it becomes because 
other applicaitons pile on it and they have to be compared to see 
whether or not granting this application will cause interference to 
subsequent applications. The work unit goer eee somewhat in a 
geometrical progression rather than an arithmetical progression, 


Mr. Jonas. You analyze the application in, say, 15 days. 

What happens then ? 

Mr. Gowernt. We would have several days before this engineer 
gets hold of it. It comes in and is filed in the Secretary’s Office, and 


goes over to the mailing files of the Department, and is then distributed 
to the various places to which it goes. It takes 2 or 3 days before the 
engineer actually has that application. 

f we had only one application in the Commission which went to an 
engineer, and gave him 16 days, we get up to around 19 days before 
the engineering effort on it is completed. 

That application also has to be examined by the accountants for 
financial qualifications. That will take a Couple of days also. 

Mr. Jonas. May I interrupt at that point? Why cannot they do 
that work while the engineer is doing his work ? 

Mr. Cowart. We try to do some of it, but with the volume that is 
coming through we find it works just as well to route them one after 
another in order not to have to duplicate the work. 

Mr. Jonas. If the financial arrangements are not adequate and if 
it does not pass the accountants, then you have wasted 19 days fooling 
with the engineering on it, have you not ? 

Mr. Cowen. The probabilities are that the problems will be on 
the engineering side and they may drop out, or things of that kind. 
So, it is easier to let the handling by the accountants come after the 
handling by the engineer. 

Then it goes into the hands of lawyers for consolidation of all 
aspects. They test the legal sufficiency of the applicant, and that sort 
of thing, and then we have to send that on to the Commission for grant 
or denial. 
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Mr. Jonas. They do not even get it for 8 months according to Mr. 
Bartley. 

Mr. Cowen. I thought you wanted a hypothetical case, and I was 
going to come up with the order of 30 days which is about the ideal 
from the time an application would be on hand until the Commis- 
sioners would make the grant. 

For the handling by the staffs of the various units which have to 
act upon it, 35 days is a low figure which we would like to reach. 

Mr. Hype. I would like to have Mr. Cowgill also mention another 
important step in the processing, and that is the 309 (b) letter. 

Mr. Cowart... Getting away from this hypothetical case, that is one 
of the areas in which we are really bogged down. 

Mr. Hype. I think that is worth some special attention. We are 
required under the act to write the applicant and tell him what is 
wrong with his application if he has prepared it poorly or if he has 
not made an adequate showing of financial responsibility, or if his 
engineering is defective, and inform him what his shortcomings are, 
and allow him time to reply to that before we can put it on the hear- 
ing calendar. 

So, what might seem on its face to be a waste of time in examining 
a defective application, it is nevertheless a duty which the act places 
upon us to sonlanet, f 

Mr. Tuomas, And all the extra help on earth could not cut that 
down ? 

Mr. Cowen, After we do that 1 time on the 1 application, the 
applicant will often change frequencies or modify his application, and 
we do the same thing over again and sometimes at high as 3 times. 

Mr. Tuomas. Let me suggest that the Broadcast Bureau and the 
Special Services Bureau get together and submit to us a plan for the 
employees it desires which will put you more or less.on a current 
basis, or cut down your backlog 50 percent, to say the least. 


Nore.—This information appears under the sections covering broadcast and 
safety and special radio service activities. 


NETWORK STUDY REPORT 


Mr. Tuomas. What has been the result of the Commission’s studies 
in 2 fields; 1 with pay television, and the other is the question of regu- 
lating the big networks. 

You have been spending some money on those studies. You had 
over $200,000 appropriated, and you have been working on it now 
for about 2 years. 

What is the result of the study ? 

Mr. Dorrrer. Well, with respect to the network study the report 
has been filed with the Commission, and within the last 10 days we 
received printed copies of that report from the Interstate and For- 
eign Commerce Committee of the House. 

That is being disseminated among members of the industry who 
may become parties to future rulemaking proceedings. We have, 
however, set a legislative type of hearing. 

Mr. Tuomas. I cannot understand how the legislative committee 
came into the picture. What did you say it did? 

Mr. Doerrrer. It printed copies of the Network Study Report. 
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Mr. Tuomas. The report made by the Commission ? 

Mr. Dorrrer. The report made by the Network Study Group. 

Mr. Tuomas. What I have reference to is what did the Commis- 
sion do? The Commission made a study of its own; did it not? 

Mr. Bartiry. What we did was to print as many copies as we could 
afford to print, and issued them in October. There was such a de- 
mand for copies around the country —— 

Mr. Tuomas. That was the Commission’s report ? 

Mr. Bartizy. Yes, sir. The only thing that is happening in the 
meantime is that the House committee decided more people needed 
copies. So, it had them printed. They have recently come off the 
press. 

Mr. Tuomas. What was the result of the Commission’s study ? 
What did you come up with? Did you come up with any conclusions 
of any value? 

Mr. Dorrrer. The first thing we did was to permit each Commis- 
sioner to study the report. ‘Then, we had the network study group 
brief the Commissioners with respect to the report. 


RECOMMENDATIONS OF THE REPORT 


Mr. Tuomas. Briefly, what did the report suggest that you do? 

Mr. Dorrrer. It had a number of recommendations and we would 
be glad to supply them to the committee or to supply you with a copy 
of the report. 

Mr. Tuomas. Briefly, what did it suggest that the Commission do? 

Mr. Hype. Eliminate option time, adopt a stricter multiple owner- 
ship rule, and it suggested amendments to the act which would per- 
mit the Commission greater control in cases of transfers. 

This report was made by a special study staff without hearings. 
They conducted interviews, made investigations, and circulated ques- 
tionnaires. 

Mr. Tuomas. It was an excutive-type study made for the use and 
benefit of the Commission, and the committee supplied about $100,000 
for the study ; did it not ? 

Mr. Hyoe. That is about right for 1957. The total cost over the 
ast 3 years was about $270,000. Because it was compiled without a 
earing, and because it proposes some very significant changes in the 

regulatory policies, the Commissioners felt it appropriate to release it 
to the interested parties and to schedule hearings on it. 

Mr. Tuomas. We are not quarreling with you on that. We are 
trying to find out what this college professor recommended to you. 
We thought he was a pretty intelligent fellow. 

What was his name? 

Mr. Hyper. Dean Roscoe Barrow. 

Mr. Txomas. Did the Commission try to influence his study ? 

Mr. Hyper. The Commission did quite the contrary. We encouraged 
him to make a full, complete, and objective study, but in order to 
make sure that due process and fairness was observed in all aspects 
of it, we have made it a subject of a hearing before any final conclusions 
are made. 

Mr. THomas. Was the study a thorough and complete one? 

Mr. Hype. This study did not embrace all aspects of broadcasting, 
but in the field that it covered it would appear to be a very compre- 
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hensive one. It is about 1,400 pages, I believe, in mimeographed form. 

Mr. Tuomas. What is the intention of the Commission today with 
reference to regulation of the big networks? 

Mr. Hype. We are going to give these people that are the subject 
of the report their day in court, and then determine what form the 
regulation should take. 

Mr. Tuomas. That is a fair statement, and there is nothing wrong 
with that. Can anyone complain about that? 

Mr. Hype. I do not think so. 

Mr. Tuomas. Except the companies who are about to get regulated. 

Mr. Hypr. They are being heard from, of course, and we have 
scheduled a hearing where this matter can be appropriately examined. 

Mr. Tuomas. A conclusion on the part of the Commission is months 
off yet? 

Mr. Hype. Yes, sir; it is. 


PAY TELEVISION 





Mr. Tuomas. What is the plan of the Commission now with regard 
to pay television? What is the status of that proposal ? 

Mr. Dorerrer. We got out an order indicating that we thought we 
had jurisdiction. We did that after having the matter in our shop 
for a number of years. 

The House Interstate and Foreign Commerce Committee scheduled 
hearings in which it heard both the Commission and the advocates, 
pro and con. 


HOUSE INTERSTATE AND FOREIGN COMMERCE COMMITTEE RESOLUTION 





They have adopted a resolution and transmitted that to the Com- 
mission. 

I have made copies of the letter of transmittal, together with the 
resolution, and circulated them among the Commissioners, and that 
will be considered as soon as practical. 

Mr. THomas. What was the sum total of the resolution? That reso- 
lution came from the House Interstate and Foreign Commerce Com- 
mittee, did it not? 

Mr. Doerrer. Yes, sir. 

Mr. Tuomas. What did they resolve? 

Mr. Dorrrer. Essentially, that we withhold action on any applica- 
tions until the Congress had a reasonable period to act upon the 
problem, either indicating specifically and clearly and definitely that 
the Commission should or should not permit subscription television. 

Mr. Tuomas. Did the resolution of the Interstate and Foreign Com- 
merce Committee of the House indicate its opinion that the Com- 
mission did not have authority to act upon this subject matter, and 
legislation was required before you could act ? 

Mr. Dorrrer. I do not recall, Mr. Chairman. 

Mr. Coweitu. It said something to that effect. 

Mr. Ler. The language of it was to the effect that there was some 
doubt. They did not make a finding that we did not have authority. 

Mr. THomas. So, everyone is in doubt—the Commission arid the 
House Legislative Committee; is that right ? 
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What was the Commission in doubt about ? 
Mr. Dorrrer. I would say that the Commission was in doubt, but 
it resolved it upon advice of counsel and after thorough discussion 
with the staff and considering the legislative history and specific pro- 
visions in the act, we He we had authority and that it was our 
duty to act, and we so informed the House committee. 


LEGISLATION ON EMPLOYMENT AFTER TERMINATION OF APPOINTMENT TO 
A FEDERAL OFFICE 


Mr. Tuomas. What is the law now governing or dealing with the 
subject of X employee or X Commissioner with an independent 
agency, after he leaves the agency accepting employment in his spe- 
cific field ? 

Is there a 2-year prohibition ? 

Mr. Hyoe. I believe it is a 1-year prohibition. If a Commissioner 
leaves before the end of the term for which he was appointed, that 
would be true. If, at the end of his term he leaves, there is no pro- 
hibition except the ordinary rule of ethics that one does not participate 
in a matter in which he has had a hand. 

Mr. Tuomas. I thought we had a specific provision. 

Mr. Yares. I believe that is in the Treasury Department. 

Mr. Tuomas. Did we not have a prohibition in this independent 
offices appropriation bill, setting up a period of either 1 year or 2 years 
asa pechibitian | Did we not incorporate that in this bill? 

Mr. Hyve. No, sir; notin our appropriation. 

Mr. Vursevu. Was not that a legislative matter ? 

Mr. Tuomas. What is the law, then, on this subject now? 

Mr. Baxer. The Commission Act has a specific provision relating 
to Commissioners and only Commissioners. 

Mr. Txomas. What does it say ? 

Mr. Baxer. It provides that any Commissioner who leaves before 
the end of his term is prohibited absolutely from practicing in front 
of the Commission for a year. 

Mr. Tuomas. After the expiration of the term ? 

Mr. Baxer. After the time he leaves. If he waits until the end of 
his term, the act does not provide anything specific. However, there 
is a provision in the Criminal Code, and that is that you may not 
represent anyone with respect to something on which you have acquired 
knowledge and worked on prior to the time you left. 

Mr. THomas. Would you please read the section of the Criminal 
Code in that regard ? 

Mr. Baxer. I do not have it with me, but there is a provision about 
representing someone in Government matters. 

Mr. Tuomas. Do you have it there, Mr. Commissioner ? 

Mr. Bartiry. I have the Communications Act with respect to Com- 
missioners, but there are other provisions of law which relate to em- 
ployees. This is only an excerpt from section 4 (b) of the Com- 
mission Act, but the pertinent section reads as follows: 


Any such Commissioner serving as such after one year from the date of 
enactment of the Commission Act Amendments of 1952, shall not for a period of 
one year following the termination of his service as a Commissioner represent 
any person before the Commission in a professional capacity, except that this 
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restriction should not apply to any Commission who has served the full term 
for which he was appointed. 

Mr. Tuomas. That limitation has as many holes in it asa sifter. It 
orgies only to representation before the Commission; does it not? 

Mr. Hype. That is correct, and only to those who resign their post. 

Mr. Tuomas. What about the legal field, and what about the engi- 
neering field ; is there any prohibition there ? 

Mr. Hype. The Commission has a rule—— 

Mr, Tuomas. What is the Commission’s rule as to legal, engineer- 
ing, and any other eae people of that type? 

Mr. Hype. We have a rule that relates only to attorneys and I 
think it isa 1-year limitation. 

Mr. Tuomas. That is a limitation dealing with appearances before 
the Commission ? 

Mr. Hype. Yes, sir. 

Mr, Tuomas. How are those prohibitions effectively gotten around ? 
It does not say “in an advisory capacity,” but it says “appearance.” 

Mr. Bartiey. No, sir. 

Mr. Tuomas. Is it the common practice, then, for people leavin 
the Commission to accept employment in an advisory capacity an 
that satisfies the requirements of the law?. Does that happen? 

They do not have to appear before the Commission ? 

Mr. Yates. They hire a lawyer to do that. 

Mr. Tuomas. Generally, is there not any prohibition? What does 
the criminal] statute say ? 

Mr. Baxer. There are two things in the Criminal Code under title 
18, sections 283 and 284, which relate to prosecution of claims against 
the Government. Section 284 requires the disqualification of former 
officers and employees in matters connected with former duties. 

Mr. Tuomas. That is the only one that has an application here that 
we are talking about; is it not? 

Mr. Baxer. Yes, sir. 

Mr. THomas. Would you please read that section into the record? 

Mr. Baxer. Yes, sir. That section says: 

Whoever, having been employed in any agency of the United States, including 
commissioned officers, assigned to duty in such agency, within two years after 
the time when such employment or service have ceased, prosecutes or acts as 
counsel, attorney or agent for prosecuting any claims against the United States 
involving any subject matter directly connected with which such person was so 
employed or performed duty, shall be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Mr. Tuomas. That covers the Commissioners, lawyers, and 
engineers ? 

Mr. Baxer. That is right. 

Mr. Tuomas. What is the limitation in the act? 

Mr. Baxer. It is 2 years, and it relates to matters over which one 
has had some supervision or knowledge while with the Government. 

In other words, it does not prevent you from representing someone 
in front of the Commission on new matters. 

For example, take myself. As General Counsel, if a matter comes 
through my office, I could not leave the Commission and represent 
someone with respect to that matter. 
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Mr. Tuomas. Could you leave the Commission and serve in an advis- 
ory capacity to a client where you had had some former connection 
with the matter? 

Mr. Baxer. I would hate to take a chance on it, in view of the fact 
that it says “counsel or agent,” with respect to a matter in which I had 
been formerly employed. 

Mr. Tuomas. The language is broad enough to cover everything? 

Mr. Baxer. I do not think it covers everything. 

Mr. Tuomas. Where is the loophole in it? 

Mr. Baker. I think, basically, the only loophole that I weuld con- 
sider is that work on new matters, using my background and experi- 
ence, is permissible, but I do not believe that that is clear. It would 
not be advisable to take a chance. 

Mr. Tuomas. I agree with you about it not being advisable, but 
what about the fellow who disagrees and gives a little advice? 

Mr. Baxer. This isa matter for the courts to decide. 

Mr. Tuomas. This provides a method for giving advice generally ? 

Mr. Dorrrer. I may say this: Some attorney indicated to me that 
it might be unconstitutional in that it is a form of involuntary servi- 
tude to serve an agency while not receiving any compensation from 
the agency for 1 or 2 years, and would disenfranchise him from making 
a living. 

Mr. Tuomas. No; that does not disenfranchise him. 

Mr. Dorrrer. No, sir. 

Mr. Yates. He can practice before the Federal Power Commission. 

Mr. Doerrer. It is not my view. 

Mr. Yares. I understand. 

Mr. Doerrer. I do not know whether that position was facetious 
or serious. 

Mr. Tuomas. The question has been raised all right, but I do not 
think there is any merit to that argument. 

Mr. Hype. The Commission ruled more broadly than it appears in 
the text. AsI recall, it is very much in the same form as the statute 
which General Counsel Baker read, but we could supply the text of it 
so you would not draw any assumption from my general recollection 
of it. 

Mr. Tuomas. I thought we carried in the independent offices appro- 
priation bill some prohibition against this practice in the Federal Com- 
munications Commission 3 or 4 years ago. 

Mr. Lez. Mr. Chairman, I do not remember that particular one, but 
I did have some experience with this statute when I was up here. 
I would rather not mention names, because these people are all dead. 
However, we had, for example, a complaint concerning a former em- 
ployee of the Indian Bureau. This Indian tribal law is a very unique 
type of law and there are only a half dozen or so experts in it. 

This fellow left the Indian Bureau and set up a kind of an asso- 
ciation of certain tribes. He did not practice before the Indian 
Bureau, but he was working with the attorneys who were. 

I think this is what you have in mind. 

We concluded, as I recall, that maybe there was something ethically 
wrong with it, but he was within the law. 

There are ways around most of it. 
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Mr. Tuomas. The Criminal Code seems to be pretty broad, but I 
have the idea that there is a lot of gomeaping going on. They cer- 
tainly are not going to attempt to practice before the Commission 
with which they had been working, but I have an idea that a lot of 
employment and a lot of resignations from regulatory agencies are 
going on in order to accept employment in an advisory capacity. — 

I imagine that is what it is called. The advice is certainly given 
on matters about which they certainly had some knowledge. 

I could be wrong about it. Do you have any knowledge of any 
cases like that in your own shop, either from the Commissioner level 
or the legal level or engineering level ? 

Mr. Hype. I cannot recall any cases where there has been a com- 
plaint or any indication of that. Bs eee 

Mr. Tuomas. You are not going to have any complaint; if it has 
reached the complaint stage, that would be obvious. ! 

Mr. Hype. We have had quite a number of both lawyers and engi- 
neers to leave employment to go into the law practice and engineering 
consulting work, but I feel confident that they are men of ethical 
standards. I do not think we are suffering from any advantages 
being taken by them. : 

Mr. Tuomas. If there have been any loopholes in the advisory field, 
they have been of a minor character ? 

Mr. Hype. I think so. 

Mr. Tuomas. By and large, you do not think that the interests of 
the Government have been hindered in any way by virtue of that? 

Mr. Hype. I do not think it has. 

Mr. Tuomas. That is a good statement. Your opinion on it ought 
to be good. 

Mr. Hypr. I have known most of these people that have had legal 
employment and engineering employment in the Commission over a 
considerable period of time, and I feel that I am in a position to make 
that observation. 

Mr. Tuomas. That is a good, healthy statement, and we are glad to 
have it. 

Mr. Jonas. Mr. Chairman, before we leave this subject, would you 
pursue one other matter ? 


PAY TELEVISION 


The Chairman did not say what the Commission was going to do in 
pursuance of that resolution from the legislative committee. Perhaps 
they have not decided yet; but if they have, I would like to know, since 
I received about 25,000 letters in the course of 4 days on the subject. 

Mr. Tuomas. Mr. Jonas has a very direct interest-in this. Can you 
give us some further information as to the intention of the committee ? 

Mr. Jonas. In 4 days I received 25,000 letters opposing pay televi- 
sion, and I am getting ready to try to answer them. I just wondered 
if the Commission had made any decision as to what it was going to do 
following the adoption of the resolution by the House Committee on 
Interstate and Foreign Commerce. 
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COMMISSION CONTROL OVER INDIVIDUAL STATIONS 


Mr. Tuomas. Does the Commission have any jurisdiction over those 
stations when they use those stations for propaganda purposes? That 
is what the station has been using it for in a good many instances; is 
not that clearly serving their own useful purpose? Whether it is use- 
ful to the public or not, is another question, but they have been using 
these facilities to further their own interests, to say the least. 

Mr. Dorrrer. Well, we have indicated that the broadcaster has a 
public responsibility to present both viewpoints, especially in con- 
troversial matters. 

Mr. Tuomas. When he asks his listening audience to write the 
Congress to adopt his specific point of view, that is serving his own 
interests; is it not? 

_He would not ask the listening audience to write the Congress and 
give it their viewpoint against his point of view, contrary to what 
he was putts on his program; would he? 

Mr. Dorrrsr. If he invites the opposition and gives him equal op- 
we Of course he would be serving his own selfish viewpoint, 

ut he would also be subserving one of the policies of the Commission. 

Mr. Tuomas. Do you have any authority over any cases like that 
where they invite people to come in and give them the same amount 
of time he used to express contrary views to his own? 

Mr. Dorrrer. With respect to subscription television ? 

Mr. Tuomas. Yes, sir. 

Mr. Dorrrer. Well, apart from some complaint which I received 
yesterday detailing where these alleged propaganda broadcasts were 
made, I do not even know of any specific instance. 

Now, I am going to indicate that we do have some difficulty in ap- 
plying any sanction. About as close as we can come to implementing 
a policy of fair play is to consider the overall programing of a broad- 
easter. I might point out that the censorship provisions of the act 
casts a good deal of doubt in the minds of some Commissioners and 
of some members of the bar as to the extent to which this Commission 
can dictate programing or prohibit certain types of programing. It 
is not very clear. 

The section I have reference to is section 326, which provides that 
the Commission shall not censor and also provides that it shall not 
interfere with free speech. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Jonas. I asked the question if the Commission had decided what 
if any action it was going to take in pursuance of the resolution adopted 
by the House Committee on Interstate and Foreign Commerce. 

Mr. Dorrrer. No, sir; it has not. It has not had the opportunity to 
consider it, Congressman Jonas. 

Mr. Jonas. That is all I wanted to inquire about. 

Mr. Yates. Supplementing what Mr. Thomas asked you, what con- 
trol does the Commission have other than in granting a franchise in 
the first instance, and in renewing that franchise at the expiration of 
its period ? 

Mr. Ler. I am not so sure that we have very much, except the very 
broad power of reviewing the licenses upon renewal as to whether or 
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not they have generally served the public interest, and on controversial 
subjects have made a fair presentation. 

Mr. Yates. You do not have any control over their rates at all; 
do you? 

Mr. Lez. No, sir. 

Mr. Yares. Do you have any control over program content ? 

Mr. Ler. No, sir; we are specifically prohibited from that by law, 
as a matter of fact. 

Mr. Yates. Do you have any control over the question of their 
charging exorbitant rates to particular applicants for public services ? 

Mr. Lee. Yes; with the exception of —— 

Mr. Bartiey. You said “exorbitant.” That is true with the ex- 
ception of political candidates. There is a specific provision in the 
act about that. 

Mr. Yates. As to what? 

Mr. Bartitey. They cannot charge more than their regular rate. 
They must give equal time to the opposing candidate, at the same rate 
as the first candidate. This is in the act. 

Mr. Hyve. There is a further provision that the charges must not 
be out of line with the regular charges. 

Mr. Yates. That is with regard to individual stations, is it not? 

What about networks? Does that provision of the act apply to 
networks? 

Mr. Leg. It would apply backward, since the station is licensed by 
us, and could not work in contravention of our rules, even though the 
networks wanted to do something. 

Mr. Yares. Could you require a network to provide free time for 
candidates of both parties? 

Mr. Lee. I do not believe we could require the networks, only the 
station. We have nocontrol over the networks. 

Mr. Yates. Could you do so through the station ? 

Mr. Hyver. If a candidate for public office has the opportunity of 
using time on the station, then the act requires that the station must 
give equal opportunity to any other legally qualified candidate for 
that same office. 

I am satisfied they could go to the Federal court and get their rights 
under that statute, 

Mr. Yates. Suppose a candidate of one-party can afford to pay for 
the time, and the candidate of the other party cannot. 

Mr. Hyner. The act simply provides that if a station’s facilities are 
used by one candidate, equal opportunity must be afforded the other. 

Mr. Toomas. Ata price? 

Mr. Hype. Well, equal opportunity would be the same price, and 
if in a given situation the price was within the reach of one candidate, 
and not within the reach of the other, there is nothing in the act which 
guards against that kind of a problem. 

There is this protection under an amendment, and I think it was 
in 1952: The station may not charge a special political rate which is 
out of line with their regular scheduled price. 

Mr. Tuomas. That was the original intention in the original act. 

Mr. Yates. Do you have any control over the programing by indi- 
vidual stations to make available sufficient time on public issues or to 
see that the candidates of political parties have sufficient time ? 
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Mr. Hype. The Commission from time to time in opinions has 
stated a policy of fairness. One opinion on this subject is referred 
to as editorialization by broadcast licensees. In substance, it says 
that if a licensee espouses some particular cause, he should afford 
equal opportunity to persons of other views. 

In other opinions the Commission has declared that it is not in the 
public interest for a licensee to permit a station to be used for pres- 
entation of one side of a public issue and to refuse opportunity for 
other sides. 

All of our efforts in this direction have had to be in very general 
terms, directed to general policies, rather than to specific programs. 

Mr. Yates. You have no right to require a station to take a certain 
program off the air so that a program of public service can be put 
in its place? 

Mr. Hyper. We have not. In fact, section 326 of the act prohibits 
the Commission from taking a hand as to particular programs. 

Mr. Jonas. Before we leave this subject, I would ike or the record 
to be clear and show that my reference to the receipt of 25,000 com- 
munications was not intended to be critical of the station which put 
on the program which produced those communications, because they 
did me a great favor. They furnished me with the most wonderful 
mailing list I have ever had. 

I could not have compiled such a list without going to a great deal 
of expense, and now I have a mailing list of more than 25,000 people. 

Mr. Tomas. They did you a good service. 

Mr. Jonas. They did me a great service, and I am not complaining 
about it. I was just trying to find out what the Commission plans 
to do so that I could give these people who communicated with me 
an official answer and I have now received that answer. 

They have not made a decision on it. 

Mr. Tuomas. I think the Commission is leaning over backward to 
stay within its authority. However, I think you ought to give some 
consideration to this thought: 

The Commission has inherent authority, in my humble judgment, 
to make certain regulations protecting its authority to grant a license 
and to revoke a license. Within that inherent authority goes the au- 
thority to the Commission to see that the licensee gives to the public 
a program that is moral in every sense of the word, and in that word 
“moral” is carried the authority of the Commission to see that no 
program is put out which is going to propagandize the public either 
for or against a proposition without time to the other side to do 
likewise. 

So, I think you have a duty to protect the public interest, and 
there are some safeguards in the act and some direction, perhaps, 
as to what you cannot do. 

On the other hand, there is a broad implied grant of authority 
to protect the public interest, and do not throw away your jurisdiction 
to do that. 

That is all I want to say. 
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ASSIGNMENT OF TV CHANNELS 


Mr. Yates. Suppose there are four televisions stations in the city 
of Chicago: May the Commission grant any number of additional 
licenses for the area that it wishes to? 

Mr. Doerrer. It is a question of available channels, Congressman. 
If we had sufficient channels, we would not hesitate to assign them 
to any place where they could use them and implement them. 

Mr. Vatu The question I had in mind was pointed to this. Is 
there any enjoyment of a monopoly on the part of license owners at 
the present time? Are you required to so administer applications 
as to not interfere with the rights of those who now have franchises? 

Mr. Dorrrer. On the contrary, we try to implement as many means 
of communication in the broadcast field as we can. 

Mr. Yates. Does it differ from the ordinary public utility in this 


— 
r. Dorrrer. Yes, sir; quite so. 

Mr. Yares. In other words, an ordinary public utility enjoying a 
particular franchise is protected from competition ¢ 

Mr. Dorrrer. That is right. 

Mr. Yates. This is not true with respect to the radio or TY licenses? 

Mr. Dorrrer. No, sir; we try to provide as much competition as 
possible. The alleged monopoly is the result of a scarcity of fre- 
quencies. It is a technical situation. 

Mr. Yares. Are there not 13 channels in Chicago ? 

Mr. Dorrrrr. No, sir. 

Mr. Ler. There are only four. 

Mr. Yates. Only four? Only four:channels for the entire TV 
spectrum ? 

Mr. Ler. Yes, sir; I am talking about VHF. There are probably 
available some new UHF, but they have not been implemented for 
many reasons. The people have not indicated the desire to convert 
their receivers to receive it. That is one of our big problems, and it 
has been with us now for 4 or 5 years. 

Mr. Hype. Mr. Chairman, I believe that we could say that this 
seeming protection of one station against another does not result 
from any policy of the Commission or provisions of the act designed 


for that purpose, but results from our efforts to make an equitable. 


distribution of scarce frequencies, or scarce channels. 

Mr. Dorrrer. May I elaborate by way of an illustration ? 

We can put channel 2 in city A, but we could not use channel 
2 again within a distance of 170 miles in the northern zone, or 190 
miles in the intermediate zone, or 220 miles in the southern zone, 
because of atmospheric and other physical conditions, and so the pro- 
tection of channel 2 in city A from channel 2 in any other place 
results from the desire on the part of the Commission, and a duty, to 
make the most efficient use of channel 2, because if you get them too 
close, they collapse a good bit of service area, and that does not do 
anyone any good. 

Mr. Tuomas. Now, let us turn to the budget. We have enjoyed 
swapping ideas here, and I think it is very healthy to do it. It makes 
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the record look better, and it gives all of us a little clearer under- 
standing of your operations. 

Mr. Dorrrer. Off the record. 

(Discussion off the record.) 


INDEPENDENCE OF REGULATORY AGENCIES 


Mr. Tuomas. Do you have some general questions, Mr. Yates? 

Mr. Yates. Yes; i want to ask some general questions that relate 
to the independence of our so-called regulatory agencies. 
aa FCC was originally set up as an independent agency; was it 
not 

Mr. Dorrrer. Yes. 

Mr. Yarres. Independent from the executive branch ? 

vee oe FCC different than other regulatory agencies in this 
respect ¢ 

Mr. Dorrrer. I might say this: Examination of the act indicates 
that, although established within the concept of independent agencies, 
there was imposed upon the Commission the duty to ued to all 
appropriate laws, some of which are executive in nature and some 
of which are judicia! in nature. 

Mr. Yates. I am not talking about that, really. 

I am talking about the question of whether or not you should be an 
independent agency free from executive domination. Iam not singling 
out the FCC for this, but am discussing the Federal Power Commis- 
sion, the Interstate Commerce Commission, the Securities and Ex- 
change Commission, all of the so-called regulatory agencies. 

You enjoyed this status, I think, until the Hoover Commission Re- 
organization plan of 1950 which provided that the Chairman of the 
agency should be appointed by the President. 

Is the FCC different in this respect ? 

Mr. Bartiry. Yes, sir; we are. 

Mr. Yates. In what respects ? 

Mr. Barttry. Because the FCC was exempt from the Hoover Com- 
mission reorganization program. 

Mr. Yates. Had your Chairman been appointed by the President 
before this time ? 

Mr. Bartiry. Yes; in the 1934 act and, as a matter of fact, the 1927 
act. 

Mr. Yates. Did the 1927 act require you to go to the Bureau of the 
Budget ? 

Mr. Bartiry. I do not think there was one. 

Mr. Cox. The Budget and Accounting Act applies to the so-called 
independent agencies. 

Mr. Yates. But it did not apply to the so-called independent agen- 
cies, did it, when it was first passed ? 

Mr. Cox. The Budget and Accounting Act says that agencies may 
request funds 





Mr. Yares. It said that none of the executive agencies could do that. 
There is a difference between an executive and regulatory agency; is 
there not ? 

Mr. Cox. This is the general topic that you are raising, but I do 
know for a fact that all except the judicial and legislative agencies do 
submit their requests through the Bureau of the Budget. 
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Mr. Yates. This is a result of the Hoover reorganization program ? 
Po Cox. To my personal knowledge, they have been doing it since 
Mr. Yares. Then I have a wrong impression. Since 1951 or 1950? 
Mr. Tuomas. No. 
Mr. Hype. We were exempted from the Hoover reorganization 


am. 

Mr. Yares. You actually never occupied the same status as the 
other regulatory agencies? 

Mr. Hype. We came within the scope of their studies, but there 
was provision for Congress to approve or disapprove. As to the Fed- 
eral Communications Commission Congress did not approve the recom- 
mendations of the Hoover Commission. 


CHAIRMANSHIP DESIGNATED BY THE PRESIDENT 


Mr. Yates. Let me ask you, is it better for the Chairman of a regu- 
latory commission, such as the FCC, to be appointed by the President, 
or to be selected by members of the Commission ? 

Mr. Hype. I have mixed feelings on that. 

Mr. Yates. Should the Chairman be subject to appointment by 
the President ? 

Does not this, in some measure, place you under executive domina- 
tion ¢ 

Mr. Hyoe. I do not think that it placed me under domination, 

Mr. Tuomas. All of them are appointed by the President subject 
to confirmation by the Senate. 

Mr. Jonas. Are the judges under executive domination ? 

Mr. Yates. The question is whether or not the executive then retains 
control. 

Mr. Tuomas. The purpose of these independent agencies is to pre- 
vent just exactly that. 

Mr. Yates. That istrue. The reason I am asking this question is to 
try to find some way to make the independent agencies independent 
of such strings. 

Mr. Hype. If I may answer the question you asked before, in 1949, 
when the McFarland Act was being considered, I was questioned 
about the organization and whether or not the Chairman should be 
designated by the President or appointed. 

I suggested that the office ought to be elective within the Com- 
mission. 

I was Acting Chairman then for a short period and subsequent to 
that I have had the experience of being Chairman for 1 year. I must 
tell you that that is a very short time in which to try to make a con- 
tribution to a regulatory effort. It puts you in a position of adminis- 
tering the budget prepared by your predecessor, preparing a budget 
for your successor, and scarcely having time enough to get a program 
going. That is my experience. 

Mr. THomas. at was the purpose of the Hoover recommenda- 
tion with reference to independent agencies? 

It only dealt with the subject of administrative duties in the agen- 
cies and in no manner attempted to change the substantive authority 
of any of the various Commissioners. 
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Mr. Yates. In the case of this agency, that is true. 

Mr. Tuomas. In all of them. 

Mr. Yates. I do not think that is true. With respect to the other 

agencies, it provided for the first time appointment by the President. 
Mr. Tuomas. Then it went further and made the Chairman re- 

sponsible for certain ministerial duties in the Commission, but when 

it comes down to substance, that act did not attempt to touch the sub- 

stantive authority of any of the Commissioners ? 


ADVANTAGE OF INDEPENDENT AGENCIES SUBMITTING BUDGET DIRECTLY 
TO CONGRESS 


Mr. Yates. How much control does the Bureau of the Budget exer- 
cise over your affairs? You have to go there for your money ; do you 
not ? 

Do you feel that it interferes with the operations of your functions 
under the statute ? 

Would it be better for an agency to come directly to the Congress 
rather than go through the Bureau of the Budget ? 

Mr. Doerrer. If I may back that up with a brief philosophical 
statement, somebody has to be in control of balancing cost versus 
various demands made upon the agency. I could come up here and 
suggest a program which would doriaad ah perhaps many people, but 
it might be disproportionate in ultimate benefits in comparison with 
the costs. We have to be realistic. Somewhere along the line we have 
to wait and let the thing develop more slowly, rather than to try to 
cure all evils for all time in one particular moment. 

Mr. Yates. I do not know what you are talking about. 

Mr. Dorrrer. Well, the taxpayers of the country may desire a num- 
ber of things but there is just so much tax money in the barrel. Some- 
body has got to say, “With respect to the amount of money which it 
would cost to have some of these desirable things, that requires two 
barrels of tax money.” 

Mr. Yates. I am talking about the regulatory agencies. They have 
a certain job to perform? 

Mr. Dorrrer. That is right. 

Mr. Yates. The performance of that job can depend on the funds 
made available to them. If the Executive does not want a good job 
performed by a regulatory agency, it may send you to the Congress 
with a drastic cut in your appropriations request; may it not? 

Mr. Dorrrer. Yes. 

Mr. Yares. Has that happened to the Federal Communications 
Commission ? 

Mr. Dorrrer. I could not point to any specific cut which would 

Mr. Yates. Have you had all the money that you thought was neces- 
sary to carry out your function ? 

Mr. Dorrrer. Let me put it this way. We have suggested more 
money than they have submitted. 

Mr. Yares. Than they have approved? 

Mr. Dorrrer. Yes. 

Mr. Yates. Substantially more? 

Mr. Dorrrer. Let me see. 

Mr. Bartiey. Cumulatively. 

Mr. Cox. I have the figures for each year. 
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BUREAU OF THE BUDGET ALLOWANCE 


Mr. Dorrrer. In 1959 the estimate to the Bureau of the Budget was 
$9,567,000 and the allowance was $8,950,000. 

In 1958 the estimate to the Bureau of the Budget was $10,636,000 
and the allowance was $8,950,000. 

Both the House and Senate action resulted in $8,300,000. 

That was finally appropriated. 

In 1957 the estimate to the Bureau of the Budget was $8,060,000 and 
the President’s allowance was $7,850,000. 

The amount finally appropriated was $7,828,000. 

Mr. Yates. So the Executive does exercise direct control over your 
operations through the purse strings; does he not ? 

Mr. Dorrrer. Sometimes it, just takes off a proportion of various 
things. I am not too familiar with the President’s allowance, cutting 
off a whole category of functions. It is sort of a housekeeping 
proposition. 

Mr. Yates. Does the Executive ever try to tell you what to do with 
respect to your other functions through the purse string ? 

Mr. Dorrrer. I have never been told. 

Mr. Jonas. I understood him to say that in 1958, Congress cut the 
funds approved by the Budget Bureau by $300,000; is that right ? 

Mr. Dorrrer. No. The President’s allowance was $8,950,000 and 
there was appropriated $8,300,000. 

Mr. Jonas. Well, that was a cut of $650,000 by Congress. It looks 
like we were making an effort, if your theory is correct, to direct, if 
by cutting the budget you mean—— 

Mr. Yates. The theory is correct in the sense that presumably Con- 
gress does not control this agency except through the purse strings, 
and through passage of legislation. 

Mr. Jonas. I do not think your major premise is correct. If we 
reduce the budget, under your theory we thereby stand convicted of 
trying to control the agency. 

Mr. Yates. I seem to remember a famous, classical legal phrase to 
the effect that the power to tax is the power to destroy. I assume that 
the power to grant money or withhold it from an agency such as 
this, is also the power to destroy. 

Certainly, if they do not get enough funds to operate, they cannot 
perform their function. 

Mr. Tuomas. Of course, the appropriation function is a function 
exclusively of the Congress and not of the Bureau of the Budget. 
The Bureau of the Budget merely makes a recommendation. We see 
it in here every day of the week where we throw recommendations of 
the Bureau of the Budget out of the window. 

Mr. Ler. May I say something? 

Congressman Yates, I think my conception of whatever control the 
Bureau of the Budget has over us is that there must necessarily be a 
clearinghouse for the compilation of all Government figures with re- 
spect to income, outgo, and this affects taxes, legislation, and so on. 
As far as I am concerned, if I thought it was proper, I would not 
hesitate to speak up here to the committee. 

Mr. Tuomas. The Bureau of the Budget is a creature of the Con- 
gress, just like this agency is. This agency would not be in existence 
if the Congress had not created it. 
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The Bureau of the Budget would not be in existence unless the 
Con. created it. 

The Congress gave this agency certain jurisdiction and gave the 
Budget Bureau certain jurisdiction. 

Mr. Yates. The recommendation of a Small Business Committee 
last year was to the effect—I should say that this was in the House— 
that the regulatory agencies apply directly to the Congress for 
their funds, giving notice to the Bureau of the Budget of the amount 
that they have requested so that the Bureau of the Budget would 
know how much money was being sought by the Congress. That is 
the point you had in mind rather than requiring them to go to the 
Bureau of the Budget first and get approval of so much funds. 


SALARIES AND EXPENSES 


Mr. Tuomas. Gentlemen, let us take a detailed look at this budget 
now. We have had a good, overall discussion. We are all familiar 


with these details and perhaps we ought to wind this up without too 
much trouble. 


That is the Chairman’s main burden and we are going to give him 
1 


an opportunity to say his speech, even though I do not think he really 
meant the committee had been hard on him. 


SUMMARY JUSTIFICATION Data 


At this point in the record we will insert pages 1, 2, and 3 as well 
as the tables appearing on pages 16-A ane 16—B. That virtually 
tells the tale. This is a breakdown by years 1957, 1958, and 1959 of 
activities. : 

That shows the major activities of the Commission, such as the 
Common Carrier Bureau, the Field Engineering Bureau, Safety and 


Special Radio Services Bureau, and Broadcasting. They are your 
four big bureaus. 


(The material referred to follows :) 


SUMMARY OF JUSTIFICATIONS FoR 1959 BupceT ESTIMATE 


For fiscal year 1959, the Federal Communications Commission budget, sub- 
mitted herewith, estimates a requirement of $8,950,000. 

It is the considered opinion of this Commission that this budget is in every 
respect consistent and in accordance with the budget policies and directives 
of the President and the Bureau of the Budget. The estimates contained herein 
provide only for those activities which are required by iaw and which we be- 
lieve are essential to the public interest. They vitally affect industry, general 
business, and the protection of life and property. 

The Commission has for years been faced with the task of trying to regulate 
radio’s booming expansion with insufficient staff. In the last half dozen years, 
our administrative burden has more than doubled and has become a great deal 
more complex, but appropriations adequate to finance the staff needed to cope 
with these problems and workloads have not been provided. 

In the many uses of radio and television the growth has been and almost 
certainly will continue to be phenomenal. Wire and cable telephone and tele- 
graph facilities are undergoing rapid change, and pose special problems. 

As a result, the Commission is finding it increasingly difficult to keep up with 
mounting workloads and lacks the manpower to deal with many important 
matters which need policy determination. Projects which demand immediate 
consideration necessitate taking staff members off processing and other day- 
by-day work—and backlogs develop. These backlogs are hard to catch up with, 
create more work because of the delay, and are detrimental to both industry 
and Government. 
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The additional funds requested for 1959 ure needed primarily for personnel 
to handle with more reasonable promptness the applications of new or expand- 
ing electrical communication média, as well as the involved and protracted legal 
issues raised by competitors for facilities, and to police and protect the Nation’s 
electrical communications systems. 

The ever-expanding use of radio for many different purposes is causing serious 
“traffic jams” in many parts of the spectrum. Competition for spectrum space 
is becoming increasingly keen. New technological developments are occurring 
rapidly. As a consequence, efficient spectrum management requires close Gov- 
ernment-industry cooperation, increasingly detailed engineering studies, and 
most careful weighing of public interest considerations. 

International telecommunications affairs will be an unusually important ac- 
tivity for the Commission during 1959 due to 3 major international confer- 
ences. There will be a conference to revise the international telephone and 
telegraph regulations and a conference to revise the international radio regu- 
lations. The latter is of particular importance because it has been 12 years 
since the present regulations were adopted. Also, the United States will be host 
during the year to the triennial plenary assembly of the International Radio 
Consultative Committee. In addition to substantial participation by Commission 
personnel, a great deal of preparatory work must be completed in advance of 
each of these conferences in order to safeguard and advance United States in- 
terests. We are seriously handicapped this year in preparing for these confer- 
ences because increases requested to permit better preparation were not provided 
by the Congress. 

As the number of radio stations in this country and abroad continues to in- 
crease, the probability of harmful interference between stations increases pro- 
portionately. This is a matter of grave concern and substantial regulatory effort 
must be expended to cope with the problem. The problem is aggravated by the 
manufacture and sale of many new electronic devices which, although not used 
for communications purposes, release radio energy which can and frequently 
does disrupt radio transmission and reception. Such devices must be studied 
and much of it approved as meeting established radiation limits before being 
placed in quantity production. 

To keep pace with contemporary advances in basic scientific research, the 
Commission’s technical knowledge must be expanded by means of applied re- 
search. The Commission collects and utilizes currently available scientific data 
pertinent to its problems in electronics and radio wave propagation. From 
these data and from theoretical considerations, the Commission develops engi- 
neering bases for the regulation of the many uses of the radio frequency 
spectrum. 

The encouragement of improved communication systems and more efficient 
spectrum utilization is a vital long-range activity which leads to improved 
public benefits. Such improvements are generally made available by technologi- 
cal developments which the Commission evaluates to determine how they may 
best be used in the public interest. Past examples of such developments include 
eolor television, FM broadcasting, and FM communications. Currently under 
consideration are developments such as subscription television, “forward scat- 
ter’ communications systems, and single sideband communications systems. 
Future developments cannot be anticipated in advance but it is necessary to be 
able to recognize and evaluate them as they occur. Several technological ad- 
vances currently under security wraps have occurred. These advances require 
careful study in order to permit their maximum feasible exploitation and use 
with a minimum of impact on present users of the spectrum. 

The economic straitjacket in which the Commission must operate has hit its 
field activities especially hard. Some field engineering work has had to be cur- 
tailed drastically. Data collected on certain long-range technical studies have 
had to be put aside for more pressing current work. While monitoring stations 
continue to police the spectrum, only a sampling job can be done in inspecting 
radio installations, and interference investigation is limited to the more serious 
eases. Although Congress has recognized the problem in the small-boat field and 
enacted legislation calling for inspection, we have not been given funds to finance 
the staff needed to do the job. 

It is a paradox that while problems and workloads in all programs have been 
increasing rapidly, the staff available to the Commission over the years to 
discharge its responsibilities has been drastically reduced., In 1948 the Com- 
mission had an average employment of 1,349. In 1950 the average staff was 
1,325. By 1953 it had been cut to 1,043. In 1954, even with increased appropria- 
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tion to get TV and safety and special backlogs under control, only 1,075 persons 
were available. In 1955 the Commission staff was down to its lowest postwar 
point, 1,089. In 1956 it was back to 1,046.5. In 1957 we were able to finance 
1,084.2. In 1958 we can finance 1,106.3 from our appropriation. Notice that in 
the last 4 years we have been held to very meager staff increases in spite of very 
substantial increases in unavoidable workloads. 

As an indication of the disparity between the Commission’s increasing workload 
and its decreasing staff, the following chart depicts the situation with respect 
to three of its basic operations—common carrier, broadcast, and safety and 
special—since 1951: 


CHART COMPARING TRENDS IN BASIC PROGRAMS AND STAFF SIZE 
FEDERAL COMMUNICATIONS COMMISSION FOR FISCAL YEARS 1951-1959 





1951 1952 1953 1954 1955 1956 1957 1958 1959 


TaBLe A.—Summary of requirements for personal services and “other objects’ by 























activity 
1957 actual | 1958 estimate | 1959 estimate 
Activity | | 
Average Average Average 
employ- | Amount | employ- | Amount | employ- | Amount 
ment ment ment 
I. Applied Technical Research and Fre- | 
quency Allocat on: 
A. Personal services: 
1, Planning and admin- 
iseration i... 2... 2... 5.1 7, 939 4.4} $47,991 4.7 $39, 340 
2. Technical research and 
TEED. hacel. nn cnwien ts 20.0; 154,601 22.5 | 170,053 24.5 191, 614 
3. Experimenting, testing 
and analysis....._ ._- 13.9 98, 080 13.2} 102,318 15.2 113, 278 
4. Frequency allocation 
and treaties.........- 29.4 | 194,025 31.9 | 212, 456 32.9 219, 408 
Tote)..c ALITA 68.4 | 494, 645 72.0 | 6532, 818 77.3 563, 640 
B. “Other objects”. 2: -...-..-2}-.-0----.- G6; C838, | oxi dcen 81,088 |........-. 93, 699 





~ . a 
| 


Total, obligations.......__- icant 551, 558 | 5 OS ob Gee vee 22 er eae 
oe = = eS | | SSS 
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TasLe A.—Summary of requirements for personal services and “‘other objects’? by 























activity—Continued 
1957 actual 1958 estimate 1959 estimate 
Activity 
Average Average Average 
employ- | Amount | employ- | Amount | employ- | Amount 
ment ment ment 
II, Broadcast: 
A. Personal services: 
1, Television: 
Broadcast Bureau_. 50. 4 | $314, 557 50.7 | $322, 579 53.0 | $335, 629 
Hearing Examiners. 9.2| 73,829 | 85 | 69,676 9.1| 74,995 
Opinions and Re- 
WE cksuteocnth 12.5 87, 269 12.8 87, 790 10.1 73, 184 
Dockets..........-. 6.1 24, 765 6.1 24, 715 6.1 25, 191 
Total, TV-_.....-.. 78.2 | 500, 420 78.1 | 504,760 78.3 508, 999 
2. AM: 
Broadcast Bureau. 94.9 | 612, 506 94.8 | 603, 164 97.3 616, 164 
Hearing Examiners. 9.7 77, SAL 12.7 104, 103 13.6 112, 081 
Opinions and Re- 
Vas cs Bh. sete 10.0 69, 554 12.8 87, 790 18. 5 134, 051 
Docxets............ 4.3 17, 558 4.2 17, 002 4.2 17, 344 
Total, AM....... 118.9 | 777,459 124.5 | 812,059 133.6 | 879,640 
3. FM: Broadcast Bur- 
OOM. 055d Hoa. 2e- 10.7 66, 781 12.3 78, 259 11.0 69, 658 
——SS==_—GWWhh_=—————[aaQV__qEQqe@qQVQ_V_L©'‘iirlr]|--—-—a_a\ _—_=_=S== | OSES 
4. Auxiliary, experimental, 
Se. ete., 
Broadcast Bureau_.---- 6.0 37, 447 7.0 44, 538 7.3 46, 228 
5. Network followup......|.........-|.--.------ 5.9 43, 577 10.0 65, 765 
6. Network study......... 13.4 | 114,975 3.9 S1,G80 |.--.--s : 
SSS | _—————————_"“«—OsOa————S_| _ LE 
bi = personal serv- 
Laceasntalaidacaliesteiieiaamegt 227.2 |1, 497, 082 231.7 |1, 514, 842 240.2 | 1, 570, 290 
. “Other objens™: 
Broadcast Bureau. .-.....}.........- GUE bins ancn< SA Resrretseness <i 160, 173 
Network Study...........}....-.-.-- TESTE Necnieteman daa asset iindtiatle ais 
Tetal, obligations.......|........../1, 561, 073 |.......... 1, 638, 373 |_.....--- 1, 730, 463 
————S——SSSS|_—_OO=aDE|S|an@D>||=|"“—_OWO"LOE_LL_lL__SS_|—_aSSa__aSE|_EE=————— —S=S_—_  — —_ — ——_—_— 
Ill, Safety and special radio services: 
A. Personal services: 
1, Amateur and disaster. 18.4 | 106,181 18.3 | 105, 871 19.1 110, 664 
2, Awetios.. .nns~..22s 19.7 | 125, 688 19.8 | 126,658 20.9 133, 258 
3. Industrial... ........ 29.0 | 174,671 30.1 | 181,572 36.1 207, 295 
4. Land transportation _ - ‘i 16.1 | 110,584 16.2 | 111,583 17.2 113, 746 
Se eee 23.5 153, 766 24.6 157, 882 27.4 173, 144 
6. Public safety._._.....-. 15.0 86, 456 15.0 86, 778 17.3 100, 740 
7. Enforcement.__-_._..--. 3.6 25, 535 4.0 28, 326 4.0 29, 483 
8. Hearing examiners-___ .7 5, 617 7 5, 656 at 5, 769 
9. Opinions and review _- 3 2, 987 5 3, 429 5 3, 623 
Whe eentccincuwne 7 2, 842 7 2, 867 7 2, 891 
Total, personal 
services........... 127.0 | 793,427 129.9 | 810,622 143.9 | 880,613 
B. “Other olieeta. o.....<...5.5 asceewals 44, 343 eS ee 111, 824 
Total, obligatiows. .......04.}5<2-<--8c.| OU 900 te5=----=-| 008, 008 4 see -xxzz 992, 437 
IV. Field engineering and monitoring: 
A. Personal services: 
1, Monitoring. _.......... 161.0 969, 500 
2. Enforcement____......- 144.2 867, 607 
3. Application processing. 49.0 280, 390 
4. Hearing examiners. .___ -l 824 
5. Opinions and review--. -6 4, 348 
a personal serv- 
Ce Aen netlabel 354.9 | 2,122. 579 
. “Other oblects?® id nnn ieee tie andi) GSE ttle ans Galina gl 747, 560 
Total, obligations........... .....| 2, 870, 139 
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Taste A.—Summary of requirements for personal services and “other objects’’ by 
activity—Continued 












































1957 actual 1948 estimate 1959 estimate 
Activity gis ms 
Average Average Average 
employ- | Amount | employ- | Amount | employ- | Amount 
| ment ment ment 
; V. Common'carrier: 
f A. Personal services: 
| 1. Domestic telephone 
communications: 
. (a) Rate regula- 
ti eats Jone oo 51.9 | $369, 405 54.0 | $380, 231 56. 4 $402, 887 
i! (6) Service regula- | 
j ee 7.4 52, 856 “Fe 54, 218 8.1 57, 861 
2. Domestic telegraph | 
dt communications: | 
ie (a) Rate regulation. 11.4 81, 159 | 11.9; 83,791 12,4 | 88, 578 
i (6) Service regula- 
; Ic 9.5 67, 807 9.8 69, 005 10, 2 72, 863 
i 3. Domestic radio com- 
; munications (a) Serv- 
} ice regulation... _...- 7.9 56, 716 8.2 | 57, 739 8.5 60, 719 
te 4. International com- | 
munications: | | 
; (a) Rate regulation. 10.1 71, 877 10.5 73, 934 10.9 77, 363 
(6) Service regu- | 
i lation..._._.- 13.5 | 96,311 14.0 98, 578 14.6 | 104,204 
i 5. Statistics ‘ aoa 3.7 26, 474 3.9 27, 461 3.9 27, 859 
) 6. Hearing examiners_____. 2.0 16, 051 2.5 20, 202 3.0 24,724 
' 7. Opinions and review _ _- 1.0 6, 955 1.5 10, 287 1.5 10, 869 
| 8. Dockets dia 1.0) 4,060 1.0 4, 096 | 1.0 4, 129 
i : eet ieereasent ts ecient a lai teres 
th Total, personal serv- 
Te al ae RS € 119. 4 849, 671 125.0 879, 542 130. 5 932, 646 
ps MGT, nnd ow. ee ne tl | $5, 920 |...-<.. 2. STE fisted 96, 322 
iB Total, obligations..__._...__|....-.---- | $85,501 |. 22.222 | 961,290 |_....... 1, 028, 968 
hi VI. Executive, staff, and service: 
FS Personal services: | 
1. Offices of Commission- | 
ip le ok. oe es 2 48.3 7, 156 46. 5 441, 836 48.0 462, 386 
i ’ 2. Office of Reports and 
' Information..._..._.- 3.5 24, 772 4.0 27, 710 4.0 28, 144 
3. Office of Administra- 
f a il hia tl vars atte 78.8 | 390,710 78.8 | 390,044 78. 5 402, 136 
} 4. Office of General Coun- 
é aa) bee Rare 26. 6 179, 768 30. 6 199, 159 32.6 220, 082 
5. Office of Secretary -_..._. 45.3 | 197, 989 45.9 46. 2 207, 484 


204, 349 
































ee Oost 202. 5 |1, 240, 395 205. 8 |1, 272, 098 209.3 | 1,320, 232 
B.'“*Other objecte”_.:-0 = 222-5 se. 290,933 |..........| 346,664 |... 350, 422 
Total, obligations... ...__- \ 1, 531, 328 1, 618, 762 1, 670, 654 
Total, personal services_____ 1, 084.2 (6,919,448 | 1, 106.3 |7,041, 357 | 1,156.1 | 7,390, 000 
Total, “other objects’’.._...|_.........] 905, 796 |_-_..--..- 1, 306, O08 | .........- 1, 560, 000 
Total, direct obligations --...|______.._.|7, 825, 244 |.......... 8, 300, 000 |....--...: 8, 950, 000 


PERSONAL SERVICES 


Mr. Tuomas. It shows that for fiscal year 1957, you had 1,084.2 
average employees and last year you increased it to 1,106.3 average 
employees. This year, 1959, you want it to go up another 50, 1,156.1. 


I have written here in the margin “average employment shows 96 
less jobs.” 

At this point in the record we will insert page 16-C. 

(The page referred to follows :) 
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Mr. Toomas. On 16-C, you will see that it again shows that 
for 1959 the total siibie of positions that you request is 1,249, and 
you break that down to 1,156 man-years. That is virtually 100 more 
appropriated positions than you have in average employment. Your 
appropriated jobs for 1957 numbered 1,226 and not 1,084. For 1958 
it was 1,202 and not 1,106. For 1959 it is 1,249 and not 1,156. I think 
1,250 people make a pretty nice sized organization, do they not? 


OTHER OBJECTS OF EXPENSE 


At this point in the record, let us insert page 16—-D. 
(The page referred to follows:) 
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Mr. Tuomas. This is your “Other objects” costs. 





Appiiep TecunicaL Researcu AND Frequency ALLOCATION ACTIVITY 


At this point in the record we shall insert pages 17 and 18. 
(The pages referred to follow :) 


I. APPLIED TECHNICAL RESEARCH AND FREQUENCY ALLOCATION 
A. INTRODUCTION 


The Chief Engineer is responsible for planning and directing broad engi- 
neering, frequency management, and technical programs looking toward the 
more effective use of wire and radio communications in the public interest. 
To do so, he and his staff are required to keep abreast of all technical de- 
velopments in wire and radio communications which are of significance in 
the discharge of the Commission’s regulatory functions, and to furnish the 
Commission with recommended solutions for the many perplexing engineering 
problems arising from a highly complex and rapidly growing art. The emphasis 
in 1959 will be on radio rather than wire, due to a number of recent technological 
developments of significance. These responsibilities require supervision and 
either continuation or inauguration of both long-range and short-range engi- 
neering projects in applied technical research, frequency allocation and fre- 
quency management, and general engineering aspects of the Commission’s regula- 
tory functions. Care is taken to avoid overlap with functions and activities 
of other Government agencies and with other bureaus and offices of the 
Commission. 

In the performance of the above duties, the Chief Engineer requires the assist- 
ance of an immediate staff of engineers and secretaries in addition to draw- 
ing upon the facilities of the Technical Research Division, the Laboratory Di- 
vision and the Frequency Allocation and Treaty Division, which are under his 
direction. 

This section inclifdes the estimates and justification for the (1) immediate 
office of the Chief Engineer, (2) Technical Research Division, (3) Laboratory 
Division, and (4) Frequency Allocation and Treaty Division. 

An increase of 5.3 in average employment is requested for these activities as 
follows: 

1. 2.0 for technical research and rule-making activities to develop methods 
and techniques whereby new rules and standards may be envisioned before a 
“crash” program, with its attendant high percentage of error, is required; to 
work on parts 5 (experimental radio service), 15 (incidental and restricted 
radiation devices), and 18 (industrial, scientific and medical service) of the 
Commission’s rules and regulations; to provide for the revision of obsolete ex- 
perimental application forms; for studies involving radio equipment and sys- 
tems; and to provide for the technical and administrative work associated with 
the preparatory committees for the International Radio Conference (PCIRC). 

2. 2.0 for experimenting, testing and analysis activities to permit the more 
frequent calibration and the modernization of measuring and monitoring equip- 
ment and to provide for extension of the type approval testing work to include 
sampling of equipments being accepted under type acceptance procedures, in 
order to obtain greater compliance with the Commission’s rules. 

3. 1.0 for frequency allocation and treaties activities to assist in coordination 
of frequency assignments between the Commission and Government agencies, 
and to work on the resolution of cases of harmful interference arising between 
stations of Government licensees and stations operated by Government agencies. 

4. 0.3 for staff advisory and administration activities because of an increased 
workload due to the 1959 International Radio Conference. 

The following table shows the positions and average employment for these 
activities for the past, current, and budget years: 
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Actual, 1957 | Estimate, 1958 | Estimate, 1959 
Activity 
Average Average Average 
Positions | employ- | Positions| employ- | Positions| employ- 
ent ment ment 
Staff advisory and administration __..._.. 7 5.1 5 4.4 5 4.7 
Technical research and rulemaking _____- 26 20.0 23 22.5 25 24.5 
Experimenting, testing, and analysis_..._. 16 13.9 14 13.2 16 15.2 
Frequency allocation and treaties......... 39 29.4 33 31.9 34 32.9 
NU ha cackexnipsc cadet asc eshane ceasiatiaa meee 88 0 80 77.3 
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Mr. Tuomas, This is your Applied Technical Research and Fre- 
quency Allocation activity. Is this a group of brain trusters, gentle- 
men 

You have 80 positions this year against 75 last year and against 
88 in 1957. 

Mr. Dorrrer. Yes. 

Mr. Tuomas. This is your professional staff directing and adminis- 
tering the following activities: Technical research and rulemaking, 
experimenting, testing and analysis, and frequency allocation and 
treaties, all engineering functions with respect te international broad- 
casting stations licensed by the Commission and representation on 
various special defense projects. 

Where are your green sheets on this Bureau ? 

Do you have them here? 

Mr. Cox. By “green sheets” you mean what? 

Mr. Tuomas. Let us see your Civil Service rating on these 80 
people. 

Mr. Cox. I think the clerk has those already. 

Mr. Tuomas. You have 80 people for two or three offices. 

Mr. Cox. It is the immediate office of the Chief Engineer, Frequency 
Allocation and Treaty Division, Technical Research Division, and 
Laboratory. 

Mr. Tuomas. It is broken down into three divisions; Frequency 
Allocation, 34 people; Technical Research, 25 people. That is for 
1959, but where are the others ? 

Mr. Cox. Laboratory. 

Mr. Tuomas. Laboratory Division, 16 people. 

You have GS-15’s and GS-14’s there. You have 15, 14, and 14. 
How many in your Technical Research Division are GS—15’s and 
GS-14’s out of your 25? 

Mr. Cox. Do we not show the numbers beside them ? 

Mr. Tuomas, No, sir. 

Mr. Atien. Each chief is a GS-15 and branch chiefs are GS—14. 

Mr. Tuomas. You have three GS-14’s. Is that all? 

Mr. Auten. Each division, yes. 

Mr. Tuomas. Is that the total number of GS-14’s in the Technical 
Research Division ? 

Mr. Atren. That is my recollection. 

Mr. Cox. Each of those indicates one position. 

Mr. Tuomas. How many GS-13’s do you have in this branch? 

Mr. Cox. I believe our instructions were to break it down to the 
GS-14 level and I did not break it down lower. The balance are in 
grades GS-13 and below. They are included in the 25. 
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STAFF ADVISORY AND ADMINISTRATION ACTIVITY 


Mr. Tuomas (reading) : 


Overall planning, coordination, and administration of the above activities for 
orderly results to provide solutions to engineering preoblems— 


they are problems that the Chief Engineer’s Office has in here, too? 
Mr. Auten. Yes. 


Mr. Tuomas (reading) : 


to serve as staff recommendations on which the Commission can base its highest 
level policies. * * * 


This is one of your important brain trusts and you have 5 people on 
your advisory staff. You have it broken down to 25 on the technical 
research and 16 on experimenting, testing, and analysis and 34 on fre- 
quency allocation and treaties. 


Where are these ree located ? 
How many in the field and how many in the District? 


Mr. Auten. All except the 16 people in the laboratory are in the 
District. 


Mr. Tomas. The others are in your laboratory where? 
Mr. Atien. Sixteen are at Laurel, Md., in the laboratory. 


Broapcast ACTIVITIES 


Mr. Tuomas. At this point in the record we will insert pages 28 
and 29. 


(The pages follow :) 


II, BroapcastT ACTIVITIES 
A. INTRODUCTION 


Broadeast activities in very general terms are the licensing and regulatory 
functions carried out with respect to the aural and television broadcasting sery- 
ices and the associated auxiliary broadcasting services. 

They are performed under the mandate of the Communications Act that there 
should be a nationwide broadcasting service, operating in the public interest, 
convenience and necessity, by means of privately owned, freely competing broad- 
cast stations. 

Broadcast matters are handled in the Commission by the Broadcast Bureau 
and the major portions of the Office of Hearing Examiners, Office of Opinions 
and Review, and the Dockets Division of the Office of the Secretary. 

During 1958 we will devote to our regular functions, exclusive of the network 
matter, an estimated average employment of 221.9 and are requesting 230.2 for 
1959. This is an increase for regular work of 8.3. For network followup and 
implementation in 1959, an average employment of 10.0 is requested, compared 
with 9.8 estimated for 1958; the 9.8 figure is composed of 3.9 to conclude the 
study and prepare a report and recommendations, plus 5.9 which will be needed 
to follow up and take preliminary steps to implement the recommendations con- 
tained in the report. The increases requested are itemized below: 

1. 0.2 increase for television. Although the growing complexity of the basic 
television problems and the mandates, including congressional imposed on the 
Commission to provide solutions for these problems require increased activity 
in the television field, we hope to meet the additional demands by more efficient 
and intensive effort on the part of essentially the present staff. 

2. 9.1 increase for standard or AM broadcasting because of renewed interest 
in aural, particularly AM, broadcasting within the past 2 years. This renewed 
interest is reflected in increased filing rates of all types of applications and it 
is the growing backlog of pending applications for new stations and major 
changes in existing stations that makes it mandatory to increase manpower de- 
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voted to application processing. There are many rulemaking matters in which 
decisive action is urgently needed and which can be expected to require sub- 
stantial staff time through 1959. 

3. 1.3 decrease for FM broadcasting. As previously indicated, there is a re- 
newed interest in aural broadcasting, also there is some evidence that the po- 
tential advantages of FM as an aural broadcast service are being recognized. 
This, together with the crowded condition of the AM band has resulted in in- 
creased interest in FM broadcasting and some increase in applications is ex- 
pected. In view of the growing backlog in AM, however, it is felt that some 
equalization of the backlog situation between FM and AM is necessary if we 
cannot become current in both. . 

4. 0.3 increase for the auxiliary, experimental, and developmental broadcast 
services. We anticipate moderate increases in the applications in this area 
also, as well as some increase in the complexity of experimental proposals. 

5. 4.1 increase for network broadcasting in 1959 over the estimated average 
employment devoted to the followup phase of this matter in 1958, or an increase 
of 0.2 over the total network effort in 1958. It was impossible to conclude the 
“study of radio and television network broadcasting” in 1957 as expected, and it 


« how appears that the final report of such study cannot be completed until early 


in 1958, the cost of completion being absorbed out of regular funds. At this 
point we forsee urgent need for continuation of at least a portion of the staff 
study group through both 1958 and 1959 because it will be during this period 
that the ultimate disposal of the matter will be made either through recommen- 
dations as to legislation, the formulation of rules governing affiliation contract, 
or by concluding that neither of these courses is advisable. 

Included at the end of this chapter is an annex containing detailed statistical 
data showing the average employment, application filings, and productivity in 
various segments of this activity upon which these estimates are based. 

The following tables A and B show the positions and average employment de- 
voted to broadcasting in 1957 and our estimated requirements for 1958 and 1959: 


TABLE A.—Average employment by activity 


| 1957 actual | 1958 estimate | 1959 estimate 
orem eee ES aS 


2 78.1 78.3 
Rtendard (AM) broad@entt.......Ji5. <5 6-25 ee 118.9 | 124.5 133. 6 
Frequency modulation (FM) broadecast......................- 10.7 12.3 11.0 
ERY CE TOO a er 6.0 | 7.0 7.3 
Webwork neaky telbewunl.... 00... secs 1a eavecwacce tl 5.9 10.0 
Tes seeules Croneeent.. 33 4... 2 213.8 227.8 | 240.2 
eae 13.4 | Midi hcoae sien dedoe 
Tete Renbaeeh GWU oo ne occ crciiceescnnnice pees 7 | 
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PERSONAL SERVICES 


Mr. Tuomas. You want to go up from 231 to 240, That is average 
employment. How many people do you actually have? How many 
jobs = you have in the Broadcast Bureau, appropriated jobs for this 
year 

Do we have to turn back to the big table to get that? 

Mr. Coweit. You have to look at page 16—A or page 16-C. 

es Tuomas. I do not have enough fingers to keep tab on all of 
this. 

Mr. Cox. For 1958 the Broadcast Bureau has 197 positions. The 
activity figure that you were looking at first, Mr. Thomas, also in- 
cludes — in the Office of Hearing Examiners, Opinion Review, 
_ a few in the Office of the Secretary. This is an activity break- 

own. 

Mr. Tuomas. How many jobs? 
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You throw in all ancillary jobs under the Bureau activity? You 
have actually 136 positions against 130 in the Bureau, is that it? 

_ No; I beg your pardon. I am looking at the “Common carrier” 
item 


What is the number of jobs in the Broadcast Bureau ? 

Mr. Cowart. 178.6. That is the actual number of people. 

Mr. Tuomas. Average employment. How many jobs in the broad- 
cast activity ? 

Mr. Cox. We do not have a figure which shows the number of 
positions against the activity. 

Mr. Tuomas. The best that you have is 231.7 for 1958 against 240 
for 1959; is that it? 

BACKLOG DATA 


Where is that table on backlog? Is it on page 30 or 31? 


Before we get to that, at this point in the record, we shall insert 
pages 30 and 31. 
The pages referred to follow :) 


Taste B.—Number of positions and average employment by organization units 


1957 actual 1958 estimate 1959 estimate 








Average 


verage 
Positions | employ- 











ment 
pO ee eee 187 162.0 184 164.8 
Office of Hearing Examiners. --.--.--..-.-- 25 18.9 25 21.2 
Office of Opinions and Review... -----.-- 31 22.5 33 25. 6 
Dockets Division, Office of Secretary - - --- 13 10.4 13 10.3 
gg og ae EES: SRE Sites: Lappe 11 5.9 
Total, regular broadcast. --.....-....- 256 213. 8 266 227.8 
RNONN, SUNN Shc cnn sc Satine ones 15 13.4 4 S.Dilisicnssauss 
Total, broadcast activity_..........- 271 227. 2 270 231.7 


B. DETAILED ESTIMATE AND JUSTIFICATION BY ACTIVITY 


1. TELEVISION PROGRAM 


(a) Activity—Promulgation of the rules, engineering standards, and policies 
under which television broadcasting stations may be licensed and their operation 
regulated. 

(b) Increases requested.—Essentially no overall increase is proposed, 0.2. 
The average employment proposed for television is as follows: 2.4 increase in 
application processing ; 1.9 decrease in application hearings ; 0.3 decrease in rules 
and regulations. 

(c) Baplanation and justification of total amount requested.— 

(1) Purpose: Our manpower estimates for television (78.3) are based on 
the following objectives: To become current in television hearings; a con- 
tinuing effort in the regulatory area looking toward solution of the multitude 
of complex problems, economic, technical, and other, that have been the 
subject of so much concern and controversy over the past few years. 

(2) Program accomplishments.—During the 5 years since adoption of the 
present television allocation plan the Commission has made significant 
strides toward its objective of adding sight to sound in our broadcasting 
system. Through its licensing functions it has made this new medium 
available to an ever-increasing number of the Nation’s population, so that 
now over 90 percent of the population of the United States is within the 
service range of at least 1 station, and over 75 percent is within the range 
of 2 or more stations. 








667 


In 1952 only 68 communities had one or more local commercial television 
stations, while there were 302 such communities on July 1, 1957.. Approximately 
80 percent of all homes in the Nation now have television sets, representing an 
investment by the viewing public of more than $11 billion. 

In addition, the Commission, through its rulemaking functions and guidance 
of technical industry committees, has made possible the addition of color to 
sight, and color television programing has been accelerated by major national 
networks, resulting in a substantial increase in the number of color receivers in 
use during 1956 and 1957. 

Within the past year we have made substantial progress in our program of 
selective deintermixture of VF and UHF facilities which we adopted as a partial 
answer to the need and demand for additional competitive facilities in the larger 
markets. We have explored in detail literally hundreds of plans and proposals 
directed at this problem and have taken definitive action looking toward changes 
in many of the major markets. 

We have taken some initial steps entailing release of a proposai for trial opera- 
tion of the so-called subscription or paid television matter in search of answers 
to the momentous questions that have been raised about this method of 
operation. 

The following chart shows the actual and estimated increase in authorized 
television stations in the years 1952-1959. 


TV STATION AUTHORIZATIONS OUTSTANDING ON JUNE 30 


| 


‘g 











1952 1953 1954 1955 1956 1957 1958* 1959* 
*Estimated 


TV APPLICATION BACKLOG 


Mr. Tuomas. You say: 


Our manpower estimates for television (78.3) are based on the following 
objectives: To become current in application processing (30- to 60-day backlog.) 

You mean you want to cut it down to 30 or 60 days? We went 
into that this morning, did we not? 

Mr. Bartiey. 30. If you want to stay out of trouble, that is. 

Mr. Cowetmu. This is for television. This is not the AM. Do not 
get confused on that. 

Mr. Dorrrer. What is it, 60 days? 

Mr. Cowen. We are running between 30 and 60 days. It is getting 
a little closer to the 60 than 30. 

Mr. Tuomas. What is this, if it is not AM? 

Mr. Cowart. It is in the television program. 

Mr. Tuomas. That is not so hot. What is your backlog? What 
is the number of applications that you have pending in television ? 
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Mr. Cowetu. I do not have that readily available. 
Mr. Tomas (reading) : 
In 1952 only 63 communities had one or more local commercial television 
stations. 

Then the chart shows the actual and estimated increase in author- 
ized television stations from 1952 to 1959. 

What about television stations? How many? 

Mr. Dorrrer. We have only about 532. 

Mr. Tuomas. Your table on page 31 shows less than 1,600. What 
is it now? 

Mr. Dorrrer. Those are authorizations outstanding. They include 
a lot of translator stations. 

Mr. Cowem. Translators, satellites, studio transmitter links, and 
remote pickup stations. 

That 1,600 figure, or close to 1,600, is not basic, standard television 
stations. 
TV STATIONS AUTHORIZED 


Mr. Tuomas. How many television stations do you have already 
authorized right now, or as of some recent period, ae how many appli- 
cations do you have pending for television ! 

Mr. Dorrrer. May I read it for January 11, 1958 ? 

Mr. Tuomas. Go ahead. 

Mr. Dorrrer. We have total TV grants outstanding of 710. We 
have 523 on the air, of which 494 are commercial and 29 are non- 
commercial. 

Mr. Tuomas. I have a figure of 200 granted last year and then I 
have another note—this must be radio and not TV—although my notes 
are cold, you certainly did not grant 200 TV station licenses last year, 
did you ? 

Mr. Cowart. He is talking about the entire TV category, which in- 
cludes translators, satellites, Tegular TV stations, TV educators, com- 
mercials, and so on. 

Mr. Tuomas. Is that 200 figure right then ? 

Mr. Cox. I have here the January 31 actual authorized station count. 

Mr. THomas. What was that figure? How many operating TV 
stations do you have in the United States? 

Mr. Dorrrer. 523 broadcasting stations on the air, that is, where 
programs are originated and transmitted. 

Mr. Tuomas. Are there any more frequencies or channels available? 

Mr. Dorrrer. If you get into the UHF, there are quite a few. 

Mr. Tuomas. I mean downstairs. Are they all gone? 

Mr. Dorrrer. I would judge that about 100 are available, but they 
are in spots where there is no economic support for them. People 
do not want them. 

Mr. Bartiey. I believe we have about 35, approximately, in hear- 
ing status ; 35 additional channels. 

Mr. Tuomas. 35 television channels? 

Mr. Dorrrer. We have 59 pending in hearing status at the end of 
~~ ear. 

r. Bartiey. We run into trouble when we try to count these 
dines 

You get applications but you often end up in oral argument. One 


case this year involved 7 applications but there was only 1 channel to: 


be implemented. 
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UHF TELEVISION 


Mr. Tuomas. What is the possibility of using UHF for television ? 
Mr. Dorrrer. Not in the immediate future. 


Mr. Tuomas. People are not going for it? Sets have not been 
converted and those who have those channels are not making any 
money outofthem. Isthat the picture? 


Mr. Hyper. There are certain exceptions where they are operating 


in areas where they do not have to face competition of VHF ZV 
stations. 


Mr. Tuomas. Do you have any problem with backlogs, waiting 
periods for television ? 


Mr. Gowerti. We do not consider it a serious problem at the 
moment in the television area. 


Mr. Tuomas. What about your booster stations ? 

Mr. Cowen. We have the translators but they are not boosters 
in the technical sense. Those are growing in number of applications 
and grants that we have. If you are talking about the booster prob- 
lem, that is the unauthorized boosters, we will have in the future, 
probably in 1958, some 400 or 500. 


SIGNIFICANT CHANGES ANTICIPATED IN TV FIELD 


Mr. Tromas. Let me read this language into the record, but before 
I do that, let us es in page 32 at this point. 
(The page referred to follows:) 


(3) Significant changes anticipated—We now have under consideration a 
number of matters which are expected to result in substantial changes in the 
number and type of television stations that will be authorized, in the rules, engi- 
neering standards, and other criteria under which stations are licensed, and in 
the objectives and policies heretofore defined and followed. We have only re- 
cently provided for a repeater type of television station called translators and 
we expect both the number and rate of filing of applications for this type of sta- 
tion to continue to increase substantially in 1959. If these applications do not 
materialize as translators they will materialize as applications for VHF or UHF 
boosters, There are estimated to be several hundred unlicensed boosters now in 
operation and there is increasing insistence that means be provided for the 
operation of this type of station under license. Rule changes necessary to per- 
mit this have already been released as a proposal. A decision that will deter- 
mine the type of license is expected to be made in 1958. 

In another area—subscription television—we are devoting much attention to 
the important questions of law, fact, and policy raised by extensive comments 
and over 20,000 letters on pending proposals that the Commission authorize the 
use of television frequencies for the broadcast of programs in encoded or 
scrambled form, the intelligible reception of which would require the payment 
of a charge by the viewer. Adoption of rules that would permit this type of 
operation is a distinct possibility. This would, of course, bring about a very 
significant change in the entire television broadcast structure. 

Changes in television network affiliation policies are almost certain as a re- 
sult of the comprehensive network study begun in 1956 and which is to be the 
subject of a report now in preparation. This matter is covered in more detail 
in a separate section of this chapter. 

After considering over 500 comments and proposals, the Commission in June 
1956 concluded that the proposal to shift all television broadcasting in the Na- 
tion, or in a substantial part of the country, to the UHF band offered the most 
hope for a long-range solution of the problem of expanding competitive televi- 
sion service and merited further examination. Before a final determination 
could be made that use of the UHF band exclusively for television would im- 
prove opportunities for growth of the nationwide television service, we recog- 
nized the necessity for further study of the feasibility of the proposal. This 
study dealt with both the capacity of the UHF band to provide a complete serv- 
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ice without concomitant use of VHF channels, and as to suitable means of mini- 
mizing cost and dislocation both to the public and to industry during the transi- 
tion period. Interested parties, therefore, have been invited to submit comments 
and data to assist the Commission in its study of the feasibility of the proposal. 
The Commission has also called upon various segments of the television broad- 
easting and manufacturing industry to assist in obtaining factual information 
upon which the full technical potentialities of UHF can be determined. It is 
expected that considerable Commission and staff time will be devoted to study, 
consideration, and evaluation of these comments during 1958 and 1959. 


Mr. THomas (reading) : 


We now have under consideration a number of matters which are expected 
to result in substantial changes in the number and type of television stations 
that will be authorized in the rules, engineering standards, and other criteria 
under which stations are licensed, and in the objectives and policies heretofore 
defined and followed. We have only recently provided for a repeater type of 
television station called translators and we expect both the number and rate 
of filing of applications for this type of station to continue to increase sub- 
stantially in 1959. If these applications do no materialize as translators they 
will materialize as applications for VHF or UHF boosters. There are esti- 
mated to be several hundred unlicensed boosters now in operation and there 
is increasing insistence that means be provided for the operation of this type 
of station under license. Rule changes necessary to permit this have already 


been released as a proposal. A decision that will determine the type of license 
is expected to be made in 1958. 


How much of a workload will that add? How many more stations 
will there be? 


UNLICENSED BOOSTER STATION 


Mr. Cowatti. We think that there are some four or five hundred 
unlicensed boosters in operation now. We want to have them licensed 
and whether they come in with a booster, or whatever, they will have to 
file an application that will be processed and put on a license status. 

There are four or five hundred applications in that area that we 
can reasonably expect. 

Mr. THomas. at is one of these unlicensed booster stations? 


How does it function? Spell it out so that the layman can under- 
stand it. 


Where do they exist ? 

Mr. Barrizy. Largely in the western parts of the country where 
mountainous terrain prevents a signal from getting into the valley 
or small town. The one we refer to as unlicensed booster is really an 
amplifier. If produces no programs other than those it picks up off the 
air and boosts the signal down into a small area. Some of them are 
serving as many as 10 or 12 families and some up to three or four 
hundred. 

They are, as I say, generally in the areas which cannot receive 
direct signals from some other station but by reason of the fact that 
a group can go up on a hilltop nearby, pick up the signal and amplify 
it down, those people are getting service. They have not come to us 
for licenses. We consider them stations and we are in the process now 


of trying to work out some method of providing service to those 
people on a licensed basis. 


TRANSLATOR STATIONS 


That is the reason for the translator proposal which differs from the 
booster in that you do not use the same channel. You pick up the 
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signal with a translator from one channel and convert it. We, set 
aside the top portion of the UHF for the translator to operate there 
and the people in those communities then receive a UHF signal. 


TELEVISION ALLOCATION AND STUDY ORGANIZATION 


Mr. Tuomas. There is a lot of good information on page 33, 

You say: 

Over 130 individuals from 67 different organizations and broadcast interests 
serve on 5 basic panels with various subdivisions. Members of the Commission’s 
staff are acting as observers on the various panels and study groups. It is ex- 
pected that a vast quantity of useful information will be forthcoming from 
TASO during 1958 and 1959. 

What is that? 

Mr. Bartiey. Television Allocation and Study Organization. 

Mr. Tuomas. What utility does it have? You say: 

TASO is currently engaged in the development of information and engineering 
principles based upon present and potential UHF and VHF service which should 


help the Commission determine the soundest approach to television channel 
allocations. 


: asked how many qualified people do you have working in this 
field ? 

Mr. Bartiey. You mean those of ours sitting in as observers? 

Mr. Tuomas. Yes. 

Mr. Coewiiu. We will have to ask Mr. Baker for that. 

Mr. Baxer. I have a number of lawyers who are required to be 
present and conduct meetings because of antitr ist problems. We 
have about 5 lawyers and each of them will probably attend 4 or 5 
meetings a month. 

Mr. Tuomas. This is just a good, friendly advisory group trying 
to formulate policies for you ? 

Mr. Baxer. No, sir; it is more than that, Mr. Thomas. Actually, 
they are obtaining a large amount of engineering data and research 
work which we do not have the facilities to get. Mr. Allen, Chief 
Engineer, can tell you more about the technical value of what they 
are getting. We have some 150 to 160 competent engineers in the 
field who are giving part of their time to work which is going to bene- 
fit the Commission. 

Mr. Dorrrer. I did not understand that they were supposed to sub- 
mit to us any policymaking suggestions, purely technical information. 

Mr. Tuomas. What do they do? 

Mr. Doerrer. Essentially take measurements with respect to prop- 
agation characteristics. 

Mr. Tuomas. It is sort of hard to separate one from the other. One 
problem leads to another, and before they get through they have all 
the answers, have they not? 

Mr. Dorrrer. We wish that they did sometimes. 

Mr. Tuomas. I presume that the Commission is always glad to 
get this information for whatever it is worth ? 

Mr. Dorrrer. Indeed. 

TV WORKLOAD 


Mr. Tuomas. At this point we will insert pages 33 and 34 in the 
record, showing the workload. 
(The pages referred to follow :) 
22311—58—pt. 2-48 
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(4) Workload picture.—As indicated above, we expect a substantial increase 
in the number of applications for new stations and major changes in existing 
facilities, partially by reason of the channel changes that are being made to 
permit additional stations in the major markets but principally because of the 
low-power and repeater-type stations that will have to be provided for, either 
as translator stations or under some other type of license. A slight increase 
in hearing eases is to be expected with the increased application filings but no 
sizable backlog is contemplated either at the end of 1958 or 1959. The heavy 
workload in the rules and standards area will continue to increase and without 
doubt will occupy the modest staff proposed for that activity. 

The following table and chart reflect our nonhearing workload for 1957 and 
that expected for 1958 and 1959: 


Comparison of nonhearing workload during 1947, 1958, and 1959 
































| ! 
| 1957 actual 1958 estimated 1959 estimated 
! 
| Re | Dis- | ‘Pena- | Re- | Dis- | Pend-| Re- | Dis- | Pend- 
| cely ived oh Torre ing ceived | pensed| ing | entree pa ing 
New and major changes !__ yo 473 392 186 435 392 | 220 | 845 543 | 531 
Supplemental and continu- 
875 | 963 | 216 | 1,100) 1,100 216 | 1,150 1, = | 270 
Assignments and transfers _- 134 136 | 21 | 182 | 182 | 21; 226} 64 
Renewals: - 2. /2.-.--..--.- 81 | 78 | 22 | 170 170 22 | 317 | 170 | 169 
I ica hielo a 1, 569 | an | 1, 887 | 1, 044 | 488 | 2, 838 | 1,992 | 1, 034 
| | } 
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1 Includes television translators. 


The following table and chart reflect our hearing workload for 1957 and that 
expected for 1958 and 1959: 


Comparison of hearing TV workload during 1957, 1958, and 1959 (new and major 











changes) 
‘ ‘ — [ 

1957 actual 1958 estimate | 1959 estimate 
win alate Mich sine ———_—_—__—_——_|- i et ah ma 
Pending beginning of year. -............-..-- big bab= aekhdgcaen 92 59 36 

poe for hearing... .------ mele vy wi ceneeaien aeadianeionl 39 39 48 
ite. 340,-...35b-O1. adbeibiake- Wiss ‘ 72 | 62 48 

Pending et ge ih cee E end 3. ad ind denis daneeenb ine 59 36 36 
Initial decisions issued (separate applications) bbs. Jddesteuwes 43 | 36 | 39 
Aweiting initial desision. --..-.-.... . 222-455.) --..4-445 4. 21 15 25 





TV BROADCAST APPLICATIONS ( Non-Hearing )— NEW AND MAJOR CHANGES 
RECEIVED, DISPOSED OF AND PENDING ON JUNE 30 
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Mr. Tromas. TF have a little note to myself here saying, “Nonhear- 
ing.” Beginning with 1957 you had 92 applications and of those you 
design 39 for hearing and you ee of 72. 

Mr. Cowart. In hearing. 

Mr. Tuomas. At the end of the year you had 59. 

Mr. Cowerm. In hearing status. 

Mr. THomas (reading) : 


The following table and charts reflect the hearing workload for 1957. 


It also shows that expected for 1958 and 1959. 

I presume that the table below that is a comparison of TV work- 
load during 1957, 1958, and 1959, new and major changes; is that 
correct ¢ 

Mr. Cox. No, sir; the bar chart follows the table on the preceding 
page, which has to do with nonhearing. 

r. THomas. What are these figures at the beginning of the year, 
92% 


Mr. Coweut. Applications in hearing status. 

At the beginning of fiscal year 1957, we had 92 applications im 
hearing status. 

Mr. Tuomas. In 1959 you will have 36? 

Mr. Cowen. Estimated 36 at the beginning of next July 1. 

Mr. Tuomas. Disposed of, 48 / 

Mr. Cowen. Yes. 

Mr. Txomas. You only had 36 pending. How many new ones 
filed ¢ 

Mr. Cowen. This does not refer to filings. 

The designations are for hearings. In 1957 we actually had 39 
cases. 

Mr. THomas. You say disposed of in this case, 48; pending, 36? 

Mr. Cower. In the same year, in addition to the 36 to start with, 
48 more would have been designated for hearing. That would have 
been 84 cases or applications. Of those, 48 would be disposed of dur- 
ing the fiscal year which would leave us again a balance of 36 un- 
disposed of at the end of 1959. 


STANDARD BROADCAST (AM) WORKLOAD 


Mr. Tuomas. This language appears on page 36: 


The best testimony of this program is found in the accomplishments last year 
during which we authorized more than 200 new AM stations. 

This is not television ; this is standard broadcasting ? 

Mr. Cowait. Yes. 

Mr. Tuomas (reading) — 


* * * more than during any single year in the last decade, bringing the total at 
the end of the year to 3,238; and this is in spite of the increasing difficulty in 
processing applications due to the crowded broadcast spectrum. 


When you say 3,238, you mean standard AM stations that you have 
in operation: is that correct ? 

Mr. Dorrrer. Yes. 

Mr. Tuomas. At this point in the record we will insert page 36. 

(The page referred to follows:) 


(b) Increases requested.—An increase of 9.1 in average employment is proposed 
for standard (AM) broadcast to be allocated as follows: 2.8-:increase in appli- 
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cation processing; 6.6 increase in application hearings; (0.3) decrease in rules 
and regulations. 
(c) Eaplanation and justification of total amount.— 
(1)Purpose: Our manpower estimates for standard (AM) broadcast 
(133.6) are based on the following objectives: 

Attempt to halt the year-to-year increase in the backlog of applica- 
tions’ for new stations and major changes in existing stations, and 
keeping current in other application-processing areas. 

Reduction of the backlog of hearing cases. 

Continuation of our efforts to finalize the various regulatory proceed- 
ings now in process, to relieve the congestion of stations operating in 
certain portions of the spectrum and to simplify the procedures now re- 
quired in processing applications for new stations and major, changes 
in existing facilities. 


(2) Program accomplishments: We are giving constant attention to the 
orderly expansion and continuation of the Aural Broadcasting Service, the 
largest portion of which is furnished by standard (AM) broadcast stations. 

This requires continuing review of the basic structure and regulatory frame- 


work we have established to provide for satisfactory radio service to all parts of 
the Nation. 


The best testimony of this program is found in the accomplishments last year 
during which we authorized more than 200 new AM stations—more than during 
any single year in the last decade—bringing the total at the end of the year to 
3,238; and this is in spite of the increasing difficulty in processing applications 
due to the crowded broadcast spectrum. 


FINANCIAL SUCCESS OF AM STATIONS 


Mr. Tuomas. Is everybody happy and making money out of these 
stations. Did you have any of them go broke in the last 2 or 3 years? 
What is their status? If one gets sick, do you let him go out of busi- 
ness or is there somebody who wants to buy him out ? 

Mr. Cowen. I can answer your question generally. Roughly, 20 
to 25 percent of the stations in operation for the full year lost money. 
The other 75 or 80 percent are making money. That same percentage 
of the stations seems to be holding true whether we have the 3,200 
stations or whether you go back to a year before, or the year before 
that. It is about that percentage of stations that are not profitable. 

Mr. Tuomas. Twenty-five percent. 

Mr. Cowattu. Between 20 and 25 percent. 

Mr. Tuomas. In spite of that you granted 200 new stations last 
year. How many applications do you have pending? 

Mr. Cowart. These figures here show 638. 

Mr. Tuomas. That is the figure you gave this morning. What is the 
waiting period, noncontested applications ? 

Mr. Cowen. It is roughly 8 months at the present time. 

Mr. Tuomas. Have you figured out how many dollars and how 
many employees you need to get that up to about a 30-day period over 
and above what you have now? 

Mr. Cowemn. We will supply that for the record rather than to 
give you a guess. 

Mr. Tuomas. We asked about it about 2 hours ago. 

Mr. Cowerru. It needs a little careful thought before we give the 
figure on that. There are a lot of factors that need to be taken into 
account before we can tell you. It would be better than giving you 
an off-hand figure. 
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(The requested information was supplied later :) 


The following figures show the additional amounts that would be required to 
put application processing of AM nonhearing applications on a current basis 
(approximately 60 days) : 





OIE COINS TET.) ane nnd sich A sanidiadlenieonen tyne $98, 555 

TD URINE MI cities ne cn nreitcepncds eulonnenappee agen upeecentcnneiiaeiiata : 

OVER COOL a I cee etititenerenies tie nterncitieninrnn rernrenictniesiaataieiliiii 6, 406 
PO a senses enteric emicatilaplic na tala Ta ae ence eee 111, 000 


Mr. Bartiey. On this point of 25 percent which lost money, we do 
not go behind their books. We just take what is at the bottom of the 
balance sheet and the profit and loss statement. 


ASSIGNMENTS AND TRANSFERS OF AM STATIONS 


Mr. Tuomas. How many transfers did you have last year? 

Mr. Cowart. I believe hon figures are scattered depending on the 
service, television, FM, AM, and so forth. 

Mr. Tuomas. We are talking about standard broadcast. Can you 
put your finger on it? 

r. Cox. Page 38 has a table showing assignments and transfers. 

Mr. Cowetnt. That isonly AM. 

Mr. Tuomas. That is standard broadcast, is it not—686 received 
and 705 disposed of in 1957; and for 1958 you estimate you will have 
725 assignments and transfers received and 725 depen of. 

Mr. Cowertt. That is right, in the AM field. 

on TxHomas. When you say disposed of, does that mean you granted 
them ¢ 

Mr. Dorrrer. No, sir, not necessarily ; either way. 

Mr. Tuomas. Does that mean they are unhappy because they are 
not making money? Here is a fellow buying up all he can get. Do 
you permit that? What are your rules and regulations? 

Mr. Dorrrer. No, he cannot get more than the rules allow. 

Mr. Tuomas. What do the rules allow? 

Mr. Dorrrsr. Seven AM stations to one broadcaster. 

Mr. Tuomas. Out of 3,200 how many of them have as many as 7? 

Mr. Bartiey. I do not want to guess. 

Mr. Dorrrer. I would say around 15. 

Mr. Hype. It would be at least that many. 

Mr. THomas. Gentlemen, suppose we go to lunch now and come 
back at 1 o’clock. 

AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
When we adjourned a few minutes ago we were looking at the work- 
load of the standard AM broadcast. 


AM HEARING WORKLOAD 


We will put the table at the bottom of page 39 in the record. 
(The material referred to follows :) 
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pga of f hoesina'? AM workload during 1957, 1958, and 1959 








1957 1958 1959 
actual estimated estimated 

iensing beginning of pe Siseidehs'<abh neh etait nn aaa 145 | 139 107 
poe for hearing .- cena - 134 120 138 
Pbdwilpeind codewewervencawt ontt 140 152 188 

Pendin =a NN Bh in 6:2 shine rorein nen <n nee 139 107 57 
Initial decisions issued (separate applications) : 71 ot 101 
Awaiting initial decision. -------._-..-2.22-.-.---.----- tte 93 42 6 








Mr. Tuomas. Your justifications certainly are ‘edtiebe and replete 
with tables showing your workload and your personnel charged with 
it. 






STEN TE LAE LS oO een oe ee _ . 


Sarery AND Spectat Rapro Services Activity 









Let us take a look at the safety and special radio services. 
We will put pages 67 and 68 im the record. 
(The material referred to follows :) 


The following table shows the positions and average employment for this ac- 
tivity for the past, current, and budget years. 


















































Average Average Average 
Positions} employ- |Positions employ- |Positions) employ- 
ment ment: ment 
Pen NS . at hes ie ne Sac eee ee Ee Ce a 
Amateur and disaster___.._________- 21 | 18.4 21 18.3 | 22 19.1 
ee eee 24 19.7 23 19.8 | 24 20.9 
Seen. otis 3... nas. 36 29.0 34 | 30.1 | 40 36.1 
Land transportation._..._...--..._. 22 16.1 19 | 16.2 20 17.2 
po Le TR Te 33 | 23.5 28 | 24.6 31 27.4 
5 SR ee Fe See 17 15.0 17 15.0 19 17.3 
Drone, ion i 5 | 3.6 4) 4.0) 5 40 
ok ChB ses Fai oes 2 1.7 2 1.9 3 1.9 
Total, jsatety and special ac- 

iy sags lal 160 127.0 148 129.9| 164 | 143. 9 
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Summary of application statistics 









1957 actual | 1958 estimate | 1959 estimate 


Applicatiuns pending beginning of a it hh eS SS 17, 803 17, 433 28, 512 
II 5a enact enacch<creest beens soubaute | 186, 025 204, 601 228, 487 


EE ND ae aici udnedededh< dpessbictetind | 203, 828 222, 034 256, 999 
















Applicatiuns disposed of............----..-..+---2-+---1-.-2-- 186, 395 193, 522 208, 349 
Applications pending end of year. ..-...................---- wa 17, 433 28, 512 48, 650 
i enna ahead a adictinawmenn® 4.8 7.3 12.2 
Personnel requirements__.....................-. (3S ei 85.8 91.3 100. 1 






The following charts show the actual and estimated growth of stations and the application workload in 
these services during the years 1954 through 1959: 











percent heavier than for the same period last fiscal year. 
requested in this budget will permit us to hold the application backlog to 
approximately 12 weeks at the end of the fiscal year. 
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SAFETY AND SPECIAL RADIO SERVICES STATION AUTHORIZATIONS 
OUTSTANDING ON JUNE 30 
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BACKLOG DATA 


Mr. Tuomas. I have a note here that 12 weeks’ backlog is too long. 


Is that the figure you gave us this morning ¢ 


Mr. Pitummer. Yes. That is the figure I said we would end up 


the year with. It is not the current figure. 


r. Hype. He mentioned that would be at the peak. 
Mr. Tuomas. You say: 


Applications received during the first 5 months of fiscal year 1958 are 22 
The increase 
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NUMBER OF POSITIONS 


How many people do you want compared with last year? 
Mr. Prommer. There is ‘a table showing that at the bottom of 
page 67, that you have put in the record. 
r. THomAs. You want 143.9 average positions in 1959 against 
129.9 for 1958. 
Mr. Promner. That is right. 
Mr. Tuomas. That is average positions. How many jobs do you 
want? What is that figure? 
Mr. oe The corresponding figures for positions are on 
page 67. 
r. THomas, 161 against 148. 
Mr. Ptummer. Yes, sir. 
Mr. Tuomas. I see on page 16C, 161 against 146. 
Mr. Prom™er. If you are talking about the Bureau, that is right. 
I was talking about the whole activity. 
Mr. Tromas. That is an increase of how many, 15? 
Mr. Prummer. Fifteen positions; yes. 


NUMBER OF APPLICATIONS 


Mr. Tuomas. How many applications do you have pending now? 

Mr. Prummer. Around 12,000. That is slightly over a month’s 
work. 

Mr. Tuomas. How many licenses have you granted to date? 

Mr. Puum™er. 400,000. 


AMOUNT OF SPACE AVAILABLE FOR ADDITIONAL SERVICES 


Mr. Tuomas. How much room is left for how many more licenses? 

Mr. Piummer. We have a program to split the channels in half, 
= we think would increase the capacity for industrial and safety 
radio. 

Mr. Tuomas. What is the capacity now? You have granted 400,000 
licenses. How many more are available? 

Mr. Ptum™enr. I cannot give you an exact figure because it is not 
like television. We, keep crowding them in because they are inter- 
mittent services and they share the channels. In the petroleum fields 
in the Louisiana and Texas area there are as many as 13 companies 
on 1 frequency. 

Mr. Tromas. How many frequencies or channels are available? 

Mr. Prommer. Around 700. 

Mr. Tuomas. What do you mean, by sharing them? Here are 13 
companies on the same channel. 

Mr. Hyor. It is a party line arrangement. 

Mr. Tuomas. They would share the time? One would have between 
7 and 8 o’clock in the morning ? 

Mr. Prummer. No. They listen for a silent space and get in and 
say their bit and.then the other fellow gets in. 

Mr. Tuomas. It is not a matter of having an hour or two for their 
exclusive use ? 

Mr, Prummmr. No. 

Mr: Tuomas. They get in when they can ? 
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Mr. Hype. And make the message short. 
Mr. Tuomas. How are you going to split these channels ? 
Mr. Piumer. Weare going to cut the channel width in half, which 
will make twice the number of channels. There will have to be a 
large amount of equipment modification because of cutting the chan- 
nels in half. 
WORKLOAD DATA 


Mr. THomas. How many applications do you have pending now? 

Mr. Ptommer. Around 12,000. 

Mr. Tuomas. What isthe rate of filing per month? 

Mr. Piumer. 14,000 or 15,000 at this time of the year and 19,000 
or 20,000 later on. 

Mr. Tuomas. Per month? 

Mr. Puomer. Yes. 

Mr. Tomas. Your applications pending at the beginning of the 
year were 17,803 in 1957. Isthatcorrect? 

Mr. Ptum™er. Yes. 

Mr. Tuomas. And you estimate there will be 28,512 pending at 
the beginning of 1959? 

Mr. Ptummer. Yes, sir. . 

Mr. Tuomas. Applications received, your 1959 estimate is 228,487. 
Is that to date, you mean, or is that for the year ¢ 

Mr. Ptummer. That is our estimate for the entire year 1959. 

Mr. THomas. And you have already granted 400,000? 

Mr. Ptummer. Yes, but remember, sir-—— 

Mr. THomas. When will you reach the saturation point? 

Mr. Putom™er. The figure of 228,000 includes renewals and modifi- 
cations, so it does not necessarily increase the number of stations by 
228,000. We are figuring the number of stations will go up to about 
500,000. 

Mr. THomas. During the year? An increase of about 100,000? 

Mr. PrumMer. Yes, sir. 

Mr. Tuomas. These are pretty big-sized numbers, are they not ? 

Mr. Prummer. Weare getting into big volume business. 

Mr. THomas. When will you reach the saturation point and at what 
number ? 

Mr. Hype. There will always be applicants urging us to make room 
for one more. 

Mr. Tuomas. You certainly will reach the saturation point. 

Mr. Hype. No. 

Mr. Prummer. What we are trying to do is avoid reaching the 
saturation point. As we get near it we encourage technical advance- 
ments such as this one of chopping the channels in half. We know 
there is another advancement that is coming and that probably will 
be here in 4 or 5 years that may make it possible to cut the existing 
channels into 4 pieces. 

Mr. Bartiey. Do you not have in effect somewhat of a saturation 
point now? There are people who would like to get in now but because 
of the delay involved they do not think it is worth it to them and they 
do not even come in. If we had more frequencies, I do not know where 
it would end. 

Mr. Tuomas. Everybody and his brother would come in ? 

















































Mr. Barrier. Yes. 

Mr. Tuomas. It is certainly a convenience to business. 

Mr. Barrtey. It is an essential. They cannot get along without it. 

Mr. Tuomas. Do people who have a strip of land half a mile long 
use it to communicate ? 

Mr. Hyper. I think the use is related to mobile, inventory moving 
and that sort of thing, more than communication between fixed points. 

Mr. Tuomas. It is not limited to mobile? 

Mr. Hype. No; but that is usual. 

Mr. Tuomas. Here is a large organization with a thousand acres of 
ground, take a large oil company that has acres of ground, and here 
1s @ man who will be in a “cat,” they call it, and he wants to talk to a 
tank operator three-quarters of a mile away. I guess they use it, too, 
besides fleetowners ? 

Mr. Puum™Mer. We have what we call a walkie-talkie service for that. 

Mr. Txomas. You have a lot of satisfied customers except when 
they file an application and have to wait 6 weeks, they start com- 
plaining. 

Mr. Barriry. That costs us some letters we have to write, too, that 
we would not have to write. 

Mr. Hyper. We feel good when we can write a Congressman and 
tell him we granted that application yesterday. 

Mr. Tuomas. Yes, that is always sweet music. 


PUBLIC SAFETY SERVICES 
Let us look at “Public safety services.” You say: 


An increase of 5,000 applications in the “Public safety services” is expected in 
1959. Proposed revision of part 10 of the rules provides for two new services, 
namely local government and Interstate Highway. Activity is expected to get 
under way in these new seryices during 1958 and to increase rapidly in 1959. 
The increase requested is necessary to prevent the backlog from increasing 
beyond 12 weeks. 


Off the record. 
(Discussion off the record.) 


The following information is provided in response to Chairman Thomas’ 
earlier request for figures showing the amounts required to reduce backlogs in 
the safety and special radio services. 

In addition to the amounts requested in our 1959 budget the following amounts 
would be required to reduce the backlog to— 


8 weeks : 
AUG ralonees * (T-1) oe aera et bel aie al $35, 493 
IN II scan sbshtotnosbitericilpesiea nein etnaea nhaasansintariondine Mineman 3, 500 


Civil-service retirement fund 






iene mmmniannnat CT a a ci hl eh eomngininnwnetesagunne— 
Br CRS ORT ei cs chat ealltecrpneegettiocananier urme-encnigiitpeness eet exbinaigitnteeie op 4, 968 
Civil-service retirement fund 


ee ee ee eee ee ee OO ee we ee eee eee meee 


Additional employees (14.7)__---_--------_------ eee 
ee RNID = CIN isin cs a csew things incest win andes ceca ana atientraistienae tied 6, 738 
Civil-service retirement fund 
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Frevp ENGrneertnG AND Monrrortne Actriviry 


Mr. Tuomas. Let us look at the “Field engineering” and “Monitor- 
ing” activities. 
his is your enforcement agency and it is indispensable to the suc- 
cessful working of the Commission. 
Mr. Hyove. That is right, particularly with the large volume. 


FIELD OFFICES 


Mr. Tuomas. How many field offices do you have? 

Mr. Turner. A total of 49 field establishments. There are 31 field 
offices as such and 18 monitoring stations as such, a total of 49. 

a Tuomas. Mr. Turner, they are keeping you pretty busy, are they 
not? 

Mr. Turner. Yes, they really are. 

Mr. Tuomas. You can tell by the number of headaches you have 
how many licenses you had to issue the day before ? 

Mr. Turner. We have headaches even before they get. the licenses. 

Mr. THomas. You ought to speak to them, Mr. Turner, to hold them 
in check. 

FUNCTION OF THE BUREAU 


We will put pages 86 and 87 in the record. 
(The material referred to follows:) 


IV. Fretp ENGINEERING AND MONITORING ACTIVITIES 


A. INTRODUCTION 


The work of the Field Engineering and Monitoring Bureau includes three main 
activities : Monitoring, enforcement, and application processing and licensing. 
Monitoring is the observing and measuring process which seeks to insure that 
radio station operating procedures and technical signal characteristics agree with 
the terms of the licenses issued, and applicable radio laws. It results in— 
(a) The discovery and location by direction finding of unlicensed and 
clandestine stations; 
(bd) The identification of sources and solution of interference problems ; 
(c) Monitoring and direction-finding assistance rendered to governmental 
and military departments; 
(d@) Geographical positions furnished to lost ships or aircraft upon 
request; and 
(e) Data on frequency usage furnished our Government for better fre- 
quency management. 
Enforcement is— 
(a) The physical inspection of all classes (except Government) of radio 
stations for compliance with license terms, radio laws, and regulations ; 
(b) The investigation of illegal operations and unlicensed stations; 
(c) The conduct of engineering surveys and studies to aid enforcement ; 
and 
(d) The administration of parts 15 and 18 of the rules to prevent inter- 
ference and provide for industrial, scientific, and medical uses of radio. 
Application processing and licensing covers both station and operator licenses. 
Station license applications are examined under the requirements of the act and 
part 17 of the rules dealing with antenna painting and lighting. Applications for 
interim licenses for ship stations and for citizens radio station licenses are 
reviewed and issued by field offices. Prospective radio operators also are 
examined and licensed if successful. Rules governing all classes of commercial 
radio operators are formulated and administered. 
The above activities carry with them subordinate functions which will be 
outlined in greater detail in later paragraphs. 
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An increase of 13.0 in average employment is requested for this activity as 
follows: 

1. 180 average employment is requested for the inspection of certain vessels 
requiring the compulsory installation of radiotelephone equipment in accordance 
with Public Law 985 which went into effect on March 1, 1957. 

The following table shows the positions and average employment for these 
activities for the past, current, and budget year. 


Actual, 1957 Estimate, 1958 Estimate, 1959 





Positions} Average |Positions} Average |Positions| Average 
employees 


employees employees 
Moantioring.....d33. 3 Lwived-<o-<k 168 161.0 168 161.0 168 161.0 
fpeeetnes:. 2... 5... ==. aes nose 136 129.0 136 131.2 150 144.2 
Application processing and licensing - 51 49.0 51 49.0 51 49.0 
POMEL i 355 339.0 355 341.2 369 354. 2 
PERSONAL SERVICES 


Mr. Tuomas. This is perhaps the biggest Bureau. You are re- 
questing 369 positions for 1959 against 355 in 1958. 

Mr. Turner. That is right ; that is what we are requesting. 

Mr. Txomas. What else are you doing to try to keep everybody 
a x! Are you examining all these applicants for licenses and so 

orth? 

Mr. Turner. Yes. 

You will see from the tables previously referred to, under “Field en- 
gineering and monitoring” on page 16A, we have broken it down into 
a sort of functional operation ; and in the next table, table B, we show 
organization and object, to give you that information both ways. 

fr. Tuomas. Yes; you have monitoring, enforcement, application 
processing, and licensing. 


WORKLOAD DATA 


Mr. Turner. I would like to talk to you about application proc- 
essing. Because of the great difficulty other operating bureaus in 
Washington are experiencing, some of that work is now in the field. 
We processed 8,084 interim ship licenses in our field offices last. year; 
7,750 citizens’ radio station licenses; and we are issuing safety certifi- 
cates to ships we have inspected and found in compliance under the 
Safety of Life at Sea Convention in the amount of 2,000. Much of 
this previously had been handled in Washington, and we are now 
doing it in the field to give the public expeditious service. 

You asked about operator licenses. We issued approximately 
250,000 separate pieces of paper in the field offices last year. 

Mr. Tuomas. Judge, let me supplement what you said by asking 
ne to put the last part of page 90 in the record, beginning 
with (3). 

(The material referred to follows :) 

(3) Significant changes.—No major changes are expected but some revision of 
procedures will be necessary to permit the network to handle the expected work- 
load increases. For example, the check-bearing program is being reduced to 
one-third the present requirements. It is planned to maintain the same standard 


of direction finder accuracy by a continuous program of bearing analysis by the 
departmental staff. 
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(4) Workload picture.—It is estimated that the workload will increase in all 
categories of monitoring work. This results from the steady increase in the num- 
ber of active radio stations. 

The capability of the monitoring stations in accomplishing their mission is: 
largely dependent upon technical-plant facilities. Therefore, the provision of 
monitoring-plant facilities and instruments required for precision-measurement 
purposes and for other monitoring functions must be vigorously pursued in order 
to keep pace with the radio art. 

As assigned channel widths are progressively reduced in order to accommodate- 
more stations in the same frequency band, accurate bandwidth measurements 
become more important. This problem is also complicated by the increasing 
use of complex emissions in order to crowd a maximum of traffic into a minimum. 
of spectrum space. 

SHIP INSPECTION 


Mr. Turner. We are asking only for an increase of 14 positions in 
1959. 

Mr. Txomas. You want to use 13 of them out in the field trying to 
inspect all these little ships, and if you inspected them like you should 
inspect them, it would take 250 or 300, would it not? 

Mr. Turner. Public Iaw 985 is on the books now and Congress has 
given us the duty of inspecting and certifying that these ships are 
safe so far as carrying passengers for hire is concerned, and in order 
to carry out the intent of Congress we need this number of people in 
order to inspect 4,500 new ships that have not been inspected. We 
need to determine, as the result of the enactment of this statute, that 
they are safe for the carrying of paid passengers. 


MAJOR INTERFERENCE COMPLAINTS 


Mr. Tuomas. What about monitoring? You set out a good table 
on page 92, Source and Number of Major Interference Complaints, 
and you name the Air Force, Army, Navy, and Coast Geant Are 
they complaining ? 

Mr. Turner. Yes, they are complaining about interference with 
their operations; from these Nike installations surrounding the cities; 
interference to their radar they use on the ships and land stations; 
interference with their long-range regular communications, and they 
call upon the Federal Communications Commission to see who is 
causing this interference. If it is a licensed station we have to take 
action to bring that station into compliance, or if it is their own 
station—and sometimes it is, Mr. Chairman—we have to tell them 
where to look for the trouble. 

I do not mean to criticize the military, but sometimes it works out 
that way. 

OPERATOR EXAMINATIONS WORKLOAD 


Mr. Tuomas. We will put page 107, beginning with (4) in the 
record. 


(The material referred to follows:) 


(4) Workload.—Operator examinations are given regularly at 85 places 
throughout the United States, its possessions and Territories, by personnel of 24 
district offices, 5 subdistrict officer, and 1 marine office. Seven classes of com- 
mercial (telephone and telegraph) radio operator licenses are regularly issued. 

Each year there has been an increase in the number of commercial radio 
operator licenses issued. It is expected that an estimated 5 percent increase in 
applications and license issuances will again occur in 1958 and 1959. 
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Issuance of operator licenses 











' 
i 


Type of application | 1957 actual fenton 1959 estimate 






Amateur applications received__-.............-.------.---.--- 52, 834 | 54, 000 56, 000 
Amateur examinations conducted '.- ; 52, 244 53, 500 55, 500 
Commercial applications received -__ 3 , 682 330; 000 340, 000 
Commercial examinations conducted 38, 378 42, 000 46, 000 

cial eth Niened ciel tina ieaeiemmeniaaiaiicors 231, 747 240, 000 248, 000 


1 Conditional, technician and novice examinations 1957, 34,900. These will continue to be conducted 
by Ertantess examiners in 1958 and 1959; the grading of the papers must still be accomplished by field 
engineers. 


Special attention must be given to applications for new or renewal licenses 
where information on hand shows possible membership in the Communist Party 
or in an organization which advocates the overthrow of this Government by 
force or violence. At present this is being performed on a case-by-case basis. 

Review and revision of commercial operator examination material is a con- 
tinuing duty in order to maintain the integrity of examinations and keep them 
abreast of developments in radio communication. The results of scheduled 
and special examinations given at various points are reviewed and evaluated in 
order to insure that the examination program is properly productive. 


Mr. Tuomas. Let me read from that: 


Operator examinations are given regularly at 85 places throughout the 
United States, its possessions and territories, by personnel of 24 district of- 
fices, 5 subdistrict offices, and 1 marine office. Seven classes of commer- 
cial (telephone and telegraph) radio operator licenses are regularly issued. 

Each year there has been an increase in the number of commercial radio 
operator licenses issued. It is expected that an estimated 5-percent increase 
in applications and license issuances will again occur in 1958 and 1959. 

It is mandatory that a commercial radio operator have a license 
before he can get a job? 

Mr. Turner. That is correct. 


AMATEUR RADIO OPERATOR APPLICATIONS WORKLOAD 


Mr. THomas. What about the amateurs? 

Mr. Turner. The amateurs also have to be examined for an op- 
erator license and then they are required to make an application for 
a station license. 

Mr. THomas. You show 54,000 amateur applications expected to be 
received in 1958 and 56,000 in 1959. All these amateurs do not have 
a station, do they? 

Mr. Tyrner. The great majority do. Occasionally you will find 
an amateur who just has an operator’s license in order to operate his 
friend’s station. 


COMMERCIAL OPERATOR APPLICATIONS WORKLOAD 


Mr. THomas. Commercial applications received in 1957 is 300,682: 
330,000 estimated for 1958; and 340,000 estimated for 1959. And 
commercial examinations conducted, 38,378 in 1957; 42,000 in 1958; 
and 46,000 estimated in 1959. You conducted 38,378 commercial ex- 
aminations in 1957, and yet you received 300,682 commercial appli- 
cations. In other words, of the 300,682 commercial applications re- 
ceived, only 38,378 took the examination. How do you explain that 
discrepancy there? 
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Mr. Turner. It is not a diserepancy.. We examine in theory and 
in code those that apply for the higher classification of licenses. The 
majority simply file an application showing whether they are a citi- 
zen, and have a knowledge of the regulations. This is a pro forma 
type of operation. We simply issue the license as a paper trans- 
action. 

NUMBER OF EMPLOYEES 


Mr. Tuomas. How many people do you have employed in this 
activity ? 

Mr. Turner. In the issuance of operator licenses, the average em- 
ployment in 1957 is 36, and we will hold the line in 1958 and will 
transfer 1 person in 1959 on the basis of further simplification of this 
operation. 

Mr. Tuomas. What did you say that figure was? 

Mr. Turner. It was 36 in 1957, 36 in 1958, and it will drop to 35 
in 1959. 

Mr. Tuomas. The nearest figure I can come to that is 49-49-49. 

Mr. Turner. I was talking about the issuance of operator licenses 
alone. 

Mr. Trromas. I meant in the whole activity. 

Mr. Turner. In the whole activity including issuance of operator 
licenses, antenna processing, citizens’ radio idiat Untariin ship licenses, 
the average employment is 49 in 1957, 49 in 1958, and 49 in 1959. 

Mr. Tromas. I thought you were asking for an increase of 14 in 
1959. 

Mr. Turner. That is only for the inspection of the small boats that 
are equipped now. We will hold the line across the board in all our 
operations except this one area, 

Mr. Tuomas. How many people do you have in inspections and 
everything including this small boat bill passed a couple of years ago / 

Mr. Turner. Public Law 985 I referred to? 

Mr. Txomas. I do not know the public law number. It. was the 
small-boat bill. 

Mr. Turner. We have a total of four. 

Mr. Tuomas. Four? 

Mr. Turner. That is right. 

Mr. Tuomas. Inspecting and issuing licenses too, and you want to 
increase that to 17. Fou want an increase of 13? 

Mr. Turner. That is right. 

Mr. Tuomas. Put the table at the bottom of page 109 in the record 
at this point. 

(The table referred to follows :) 


Table of total activity 


Average employment 





1957 | 1958 1959 





ER ee ta ole EE rn sac AS ne 36 
Antenna processing 
Citizens radio and interim ship licenses 








36 


35 
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Common Carrtrer AcTIVITY 


Mr. Tuomas. Let us look at the “Common carrier” activity, 
Will you put pages 119, 120, 121, and 122 in the record. 
(The material referred to follows:) 


To cope with the regulatory problems arising from this expanding industry, 
a minimum of 2.8 average employment is requqested. This represents an in- 
crease of 2.4 average employment for rate regulation and 0.4 for service regula- 
tion. 





A. RATE REGULATION 


(1) Activity —Activities in the field of rate regulation consist of actual rate- 
making studies and procedures, tariff examination, prescription of depreciation 
rates, and regulation of the accounts. The latter two activities, while having a 
direct bearing on rate regulation, also serve to provide (a) reasonable depreci- 
ation expenses and reserves on the books of the companies and (0b) well-accepted 
accounting procedures. Principal functions in rate regulation are: 

Conduct revenue requirement studies (earnings, trends, cost-of-money, 
rate of return, rate base, expenses, revenues, etc.) and institute and conduct 
necessary proceedings. 

Develop methods and analyze procedures for allocating investment and 
expenses by services, and for testing reasonableness of divisions of revenue. 

Develop and maintain cooperatively with States mutually acceptable 
separation procedures for allocating Bell System plant investment and ex- 
penses between intra- and inter-state jurisdictions. 

Examine tariffs to determine that charges, classifications, regulations, and 
practices sought to be established comply with act, are reasonable and not 
unreasonably discriminatory or preferential. 

Develop improved methods and make service-life, salvage, and cost of 
removal studies for the several classes of plant to serve as basis for pre- 
seribing depreciation rates, maintaining cooperative procedures with States. 

Develop, prescribe, interpret, and enforce compliance with, accounting 
rules, report forms and preservation of records rules. 

Conduct accounting audits and field investigations in the offices of the 
carriers, and review carriers’ reports and internal procedures. 

Coordinate accounting rules with State commissions and other regulatory 
authorities. 

Determine reasonableness of carriers’ pension accrual rates and practices. 

(2) Increases requested.—An average employment of 0.6 is needed to assist 
particularly in the ratemaking problems associated with the general rate investi- 
gation of certain private line charges, and 1.8 is needed to develop special account- 
ing data for this investigation, for other pending proceedings, and for general 
regulatory purposes. 

(3) Explanation and justification of total amount requested— 

(a) Purpose: Section 201-205 of act require that all rates be just and reason- 
able. It is the purpose of regulation, therefore, to provide an adequate and 
efficient service at reasonable rates and at the same time to maintain a progressive 
and financially healthy industry. Public tariff files must be maintained in the 
offices of the carriers and the Commission. Depreciation rates, for both intrastate 
and interstate plant, are prescribed pursuant to section 220 (b) of the act. Sec- 
tions 219 and 220 spell out the Commission’s responsibility with respect to the 
regulatory control of the carrier’s reports and accounts, both of which functions 
are important to provide reliable accounting data which serves as a basis for 
making depreciation, rate, and cost studies. 

(b) Program accomplishments: This activity has been of benefit to the general 
publie through assurance that the rates paid for the service rendered are equit- 
able. With a constantly changing economy and with new developments in the 
art of telephony, the rates and revenue requirements of telephone carriers are 
subject to change. Accordingly, rate studies have to be carried on at regular 
intervals. In recent years new services, particularly in the private-line field, 
have been inaugurated. During the past year or two, the Bell System has had 
occasion to file new and revised schedules to reflect many such new services and 
new charges. While these tariff filings reflect both increases and reductions in 
charges they have all had to be reviewed critically, and some set for formal in- 
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vestigation, from the standpoint of whether they are legally acceptable, whether 
the schedules of charges and rate structure are reasonable, and whether they 
are unlawfully discriminatory. In connection with these filings, extensive cost 
and usage studies have been conducted over a 2-year period, prehearing confer- 
ences have been held and other preparatory steps taken preliminary to formal 
hearings which will follow. During the past year the Separations Manual has 
been rewritten by a special task force of which FCC personnel formed a principal 
part. 

In the continuing activity of prescribing depreciation rates, the Commission has 
established such rates for Bell System companies and modified them from time 
to time: During the past year service life and salvage studies were completed 
and depreciation rates prescribed for nine telephone companies. In the area of 
accounting regulation, field reviews of accounts and records of 12 companies 
were completed in the past year, resulting in a number of adjustments in the 
accounts and important changes in procedures. The annual study of Bell System 
pension accrual rates and practices was completed with special emphasis on 
the increase in actuarial interest rate from 2%4 to 3 percent estimated to reduce 
the annual pension expense by $14 million. One of the most extensive changes 
ever made in telephone accounting, a complete revision of station-equipment 
accounting was adopted after several years study, effective for most companies 
as of January 1, 1957. Also, there was initiated rulemaking regarding normal- 
ization of Federal income taxes by companies using accelerated depreciation for 
tax purposes. 

(c) Significant changes anticipated : None. 

(d@) Workload picture: An unprecedented number of rate investigations and 
studies are pending which indicate a heavy work volume for 1959. Principal 
among these are the rate investigation of certain private line charges, including 
special rates for volume users, and the Bell System Lease-Maintenance case under 
which the Commission suspended the A. T. & T. tariff providing for the leasing 
and maintenance of equipment used in private mobile systems. Over 16,000 
pages of tariffs are processed annually, and some require extensive study and 
research. 

While activity in depreciation rate prescription will remain at about the same 
level, that work is complicated by the fact that the companies are pressing for 
prescription of higher depreciation rates (the current trend), while State com- 
missions, faced with requests for intrastate rate increases, are concerned about 
the higher depreciation expense. These opposing forces, along with the problem 
of keeping up with the impact on service lives of such new developments as elec- 
tronic switching and new types of station equipment, make the problem more 
difficult. 

In the area of accounting regulation, the activity has to keep pace with the 
stepped-up activity in overall rate regulation. This means that the accounting 
and cost data submitted by the companies must be carefully checked. Also, close 
surveillance of the investment in plant, particularly with respect to amounts for 
station equipment previously classified as material and supplies, is very impor- 
tant. Field reviews of new station accounting procedures used by the companies 
will be required in the light of recent rule changes and from a rate regulatory 
standpoint. With new telephone construction currently at an alltime peak, 
accounting verification must be continued. 

(e) Calculation of estimates: With the anticipated workload described above, 
it is estimated that a total average employment of 56.4 will be required for 1959 
to perform the rate regulation functions in the domestic telephone field. The 


average employment figures are as follows, broken down by principal com 
ponents: 


Average employment 














Actual, 1957 Estimate, Estimate, 
} 1958 1959 
po eee pb dschbeess need bape dite 14.0 14.5 | 15.1 
Tariff processing -.---. Ms ; adighes 4.1 4.3 | 4.5 
Prescribing depreciation rates... .............-...-.--.-+---... 12.2 | 12.7 3.3 
Accounting regulation - - - _. ain ‘ ss 21.6 22. 5 3. 5 
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B. SERVICE REGULATION 


(1) Activity—Service regulation consists of regulating all oft he services and 
facilities except radio, of domestic telephone carriers, including wire lines, cable, 
carrier equipment, central office and station equipment. The persons assigned 
to these duties also serve as technicians and consultants in rate and separations 
problems. Principal activities are: 

Process applications for new construction and new service, for discontin- 
uance of service, for acquisitions and merger of telephone properties, and 
for authority to act as interlocking directorates. 

Enforce adequate service standards, investigate service complaints, and 
conduct general service studies to promote utilization of advance techniques. 

Review carriers’ operating instructions and methods, and their reports on 
speed of service, service interruptions, maintenance and operating efficiency 
measurements. 

Conduct relative cost studies of new facilities and methods. 

Keep fully informed on developments in the art of telephony and elec- 
tronics, visit laboratories, and review development and research of industry 
(Bell System alone spends $75 million annually in research and development). 
(2) Increases requested.—An average employment of 0.4 is requested in order 
to keep abreast with new technical developments. 

(3) Explanation and justification of total amount requested.— 

(a) Purpose: The Commission is responsible for making available a rapid, 
efficient, and nationwide telephone service with adequate facilities operating 
at high service standards, and is required to administer Sections 212, 214, and 
221 of the Communications Act. 

(b) Program accomplishments: There continues to be a heavy public demand 
for new and better telephone services and facilities; this is evidenced by the 
Bell System estimated expenditures for new construction for the calendar year 
1957 in the amount of $2.5 billion. The Commission, through its service regula- 
tion, has helped to meet this demand through the processing of applications for 
new construction and by insuring that all telephone plant and equipment gives 
reliable, speedy, and efficient service. 

(ce) Significant changes anticipated: The growth and development of new 
services and types of equipment has been beyond past expectations and there is 
no reason to believe that telephony will stop developing. This is particularly 
true in the field of private-line telephone where development of integrated data 
processing techniques has only recently taken place. The Commission’s service 
regulation activities must be geared to meet these new developments. 


PERSONAL SERVICES 


Mr. Tuomas. How many people do you have in this Bureau? 

Mr. Hype. This might be a good time to introduce Mr. John Nord- 
berg, the new Chief of that Bureau. 

Mr. THomas. Come around, Mr. Nordberg. Welcome abroad. 
Tell us about yourself. 

Mr. Norpzerc. I do not have anything to say about myself, Mr. 
Chairman, but I will be glad to talk about the Bureau. I have been 
with the Commission since 1935. 

Mr. Tuomas. Well, you are hardly a freshman, then ? 

Mr. Norpperc. No, indeed. 

Mr. Hyper. He was promoted to his present office from the common 
carrier staff. 

Mr. Tuomas. Congratulations and welcome aboard. 

How many people do you have in your Bureau now? 

Mr. Norpperc. We have 120. 

Mr. Tomas. You had how many authorized jobs? 135 or 140, if 
my memory serves me correctly. 

Mr. Norpperc. 130 positions or 120 average employment for this 
current fiscal year. 
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Mr. THomas. How many do.you have on the rolls now / 

Mr. Norpsere. 120, sir. 

Mr. Tuomas. What is the matter? My distinguished friend told 
us this morning that throughout the agency there were not more than 
12 or 13 or 14 vacancies and here you have 10 in your Bureau? 

Mr. Norppgre. No, sir. 

Mr. Tuomas. If I misstated it, set me straight. 

Mr. Cox. In the Common Carrier Bureau, these tables show that 
at one time or another during the year 130 different positions will be 
filled at some time, but over the whole period of the year he has 
$845,824 to spend, and with that he can finance an average staff over 
the year of just 120. As of right now he has 120 employees. This 
number and the amount of money he has available will work out about 
evenly. 

Mr. Tuomas. You think he will make it, do you? 

Mr. Cox. Yes, 1am sure he will. 

Mr. Tuomas. Just barely, but he will make it. All right. 


WORKLOAD DATA 


What does your workload look like this year? 

Mr. Norpserc. On the application processing side we are almost 60 
days behind in our application processing, between 30 and 60 days. 
But it is not as serious as in some of the other Bureaus. We have been 
in worse shape than that. A couple years ago we were 4 or 5 months 
behind. We have managed to improve our position and we hope to 
hold our own at that point. 


JURISDICTION OF COMMON CARRIER BUREAU 


Mr. Tuomas. What is the jurisdiction of the Common Carrier 
Bureau ? 


Mr. Norpperc. The jurisdiction of the Bureau is all interstate—— 
Mr. THomas. Let me read it: 


Briefly, the Communications Act provides for the regulation of communications 
common carriers which furnish interstate or foreign telephone or telegraph 
serviees for hire to the public by wire or radio, and the licensing of all radio 
used in common carrier communications inciuding intrastate communications. 
Common carriers subject to regulation by the Commission consist principally 
of (1) about 5,000 telephone companies operating some 60 million telephones 
and having a gross investment of $20 billion— 


It almost sounds like the national debt. [Continuing quoting :] 


and an annual revenue of more than $6.6 billion, (2) a domestic telegraph ear- 
rier providing a nationwide message telegraph service, as well as private wire 
and other nonmessage services, through some 23,000 public telegraph offices, and 
having a gross investment of about $333 million and annual revenue of $238 
million and (3) 18 international telegraph carriers providing service by cable and 
radio to nearly every inhabited point in the world and ships at sea, having about 
$150 million gross investment, and $76 million revenue a year. 


Mr. Norpserc. We regulate the rates and the service, the adequacy 
of the service of all these carriers. We examine their tariffs and their 
financial reports that are filed with us periodically. 
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AVERAGE EMPLOYMENT 


Mr. Tuomas. We will put the table at the bottom of page 117 in the 
record at this point. 
(The table referred to follows :) 


The following table shows the average employment for common carrier activi- 
ties for the past, current, and budget years: 


1957 actual, |1958 estimate,|1959 estimate, 
average average average 
employees employees employees 


1. Domestic telephone: 





im; Deney rene i yates 51.9 54.0 56. 4 
Way Se CRE, Sd Shek, . dk. ae ei 7.4 A 8.1 
oom nen basa bebe tb Sh tahiti dle stn e 3 61.7 64.5 
2. Domestic telegraph: 7 
S, PAOGR POMIIIIION go 8 oo ig Sen hin ens- Sb inepnncdearaed 11.4 1.9 12.4 
by Garvice Pegalation. if... 222-2 9.5 9.8 10.2 
Nats ook oink bet ess ons i6de-. bdadeeease th 21.7 22. 6 
3. Domestic radio: 
ce US oo SLi thn dbsgbedsepen sduakaesealscues seh Bi odds tieaiees 
b. Service regulation... .... 3-5 Wie s- 0 5 7.9 8.2 8.5 
meen ws SUG UAL ee Lt eae! 7.9 8.2 8.5 
4, International: he 
wee fea eee he ee a cern re 10.1 10.5 10.9 
ai ER al A Re Aes 13.5 14.0 14.6 
ei te No aks ci hipiesk giibinitincutitgiaeced deed 23. 6 24.5 25. 5 
I ong Lon ne cognastanenbacammerens 3.7 3.9 3.9 
ID ite ig il stindind tvpaaswe suds tk a beetide diehed 115.4 120.0 125.0 
IIS at nn Do nee onda gcencrercandes 2.0 2.5 3.0 
a IVE. OL cis ek 1.0 1.5 1.5 
BPs dip hctidirat dereiy dy Lene = Sencemnnedensshagrrdegieesier 1.0 1.0 1.0 
SME tet A ULL co.cc ostese ater eseccssatbnasesteiass 4.0 5.0 5.5 
mee eae i is Es Li I LL 119.4 125.0 130. 5 


COMMON CARRIER RATES 


Mr. Tuomas. Are you supposed to set the rates in each of these 
activities, telephone, telegraph, domestic and international radio? 

Mr. Norpsere. That is right, sir, interstate and foreign. 

Mr. Hype. Mr. Nordberg, would it be more accurate to say we 
examine their tariffs to make sure their rates are just and reasonable ? 

Mr. Norppere. Yes. 


Mr. Tuomas. You say on page 120: 


Sections 201-205 of the act require that all rates be just and reasonable. It 
is the purpose of regulation, therefore, to provide an adequate and efficient 
service at reasonable rates and at the same time to maintain a progressive and 
financially healthy industry. Public tariff files must be maintained in the offices 
of the carriers and the Commission: Depreciation rates, for both intra- and 
inter-state plant, are prescribed pursuant to section 220 (b) of the act. Sections 
219 and 220 spell out the Commission’s responsibility with respeet to the regula- 
tory control of the carrier’s reports and accounts, both of which functions are 
important to provide reliable accounting data which serves as a basis for making 
depreciation, rate, and cost studies. 
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So you have to have some accountants that know something about 


the cost of these utilities, the original investment, replacement cost 
and so forth. 


ROLE OF GSA IN UTILITY RATE MATTERS 


There is a unit in the General Services Administration that is sup- 
posed to appear before the regulatory agencies dealing with utility 
rates—gas, lights, water, telephone, telegraph, rail rates, water rates, 
and other kinds of rates—and protect, so far as possible, the Govern- 
ment’s interests. 


ree those people ever appeared before the Commission in that 
regar 

r. Norvserc. Yes, sir. They have entered an appearance in two 
= = before the Commission right now that I can think of 
offhand. 

Mr. Tuomas. Is their appearance regular, according to Hoyle? 

Mr. CunnincHAm. Yes, sir. I think they apply for intervention 
and it is automatically granted. 

Mr. Tuomas. I think it was said the Government did not need that 
function because the Federal Communications Commission itself was 
set up for the purpose of protecting the Government’s interest in 
those rates. 

Mr. Hype. Our duty is to protect all users, private users, corporate 
users, Government users, when they appear before us in that capacity, 
to see that there are no discriminations favoring one class as against 
another; and we do endeavor to protect all, we will call them con- 
sumers in a collective way. That does not mean that any person 
who feels he has a view to urge should not seek to make a presenta- 
tion in this kind of case. 

Mr. Tuomas. That is a good clear point, and we are delighted to 
have that clear statement in the record. So you think they fulfill 
a useful purpose, then ? 

Mr. Hype. I believe they have a duty to watch out for their in- 
terests from their viewpoint, and that is not a duplication of our 
work. 

Mr. Tomas. Then when you have special oe before the Com- 
mission charging this rate is too high or too low, the Commission sits 
as a court ? 

Mr. Hyve. That is right. 

Mr. Tromas. To determine the claim of the utility and of the user. 

Mr. Hyve. That is right, and our decisions are subject to judicial 
review. 

Mr. Vurseri. Your answer is a proper one and the question is a 
proper one, but I also note here in a paragraph on page 120 that you 
folks are supposed to keep an eye on this, go over these rates and 
protect the public’s interest, and so on, and you are supposed to give 
this a pretty good looking over. 

Mr. Hype. Indeed we do. 

Mr. Vorsett. And you try really to live up to this regulation? 

Mr. Hype. We attempt to keep rates as reasonable as we can con- 
sistent with good service and the National Defense and all other ele- 
ments of our economy. 
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Mr. Vursersz.. And the utilities are entitled to just and reasonable 
rates and the public is entitled to just and reasonable rates. 

Mr. Hype. That is right. 

Mr. Vurseiu. This is a very leading question and you may not 
want to answer it on the record, but I would like to preface the ques- 
tion by saying I can well understand that a service could be rendered 
by the General Services Administration attorneys, especially when 
you sit asa court. But suppose we did not have this new group that 
is growing up in General Services. Say they were washed out and 
the appropriation was taken away, could you get along and take care 
of this situation and see that just and reasonable rates were established 
ee both the public and the utilities? How difficult would it 

for you to get along without them? 

Mr. Hype. May I answer the question this way. Even when an 
applicant applies in his own name and undertakes to represent him- 
self, we endeavor to see that his interests are fully protected as best 
we can from our side of the bench. But it does not follow from that 
that a litigant or an applicant might not be better served so far as 
his interests are concerned if he could have someone specializing in 
that represent his interests before the Commission. 

Mr. Vursexzx. That would go for the Government as well as for 
the individual ? 

Mr. Hype. I think the same principle would apply. 

Mr. Vursetu. I quite agree with you that it would, but I raise this 
question because it looks to me like the beginning of a mushrooming 
service, and we are not able to take on many more, according to the 
Bureau of the Budget’s estimate. 

Mr. Hype. I think I have said as much as I should at this time. 
They are appearing before us right now. I would not want to say 
anything that would be construed as indicating we need more help 
or that they are arguing too vigorously. 

Mr. Voursetu. I can understand that. 


SUMMARY OF APPLICATION WORKLOAD 


Mr. Tuomas. I wonder if the gentlemen would be good enough to 
insert in the record at this point a composite table showing your activity 
for radio, telephone, and telegraph and showing your workload, the 
number of applications filed during the year, say, for the last 3 or 4 

ears—1957, 1958, and 1959—and under each one of the 4 or 5 sub- 
eadings the number of applications disposed of that year, and the 
number of applications pending in each one of those areas? 

Mr. Hypz. We will be leeaeed to prepare such a statement. 

Mr. Tuomas. I mean a composite table. You have it broken down 
ee but put it on one sheet for us. 

Mr. Hype. Yes, sir. 

(The table requested follows :) 
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Executive, Starr, AND Service Activity 


_ Mr. Tuomas. We now come to the executive, staff, and service activ- 
ity. At this point in the record we will insert page 138 of the justifi- 
cation. 

(The page referred to follows :) 


VI. Executive, STAFF, AND SERVICE ACTIVITIES 
A. INTRODUCTION 


This section includes the adjudicatory, top policymaking, and decisionmaking 
activities for the Commission’s basic functions, the direct costs of which have 
been presented in sections I through V. It also includes the central legal staff, 
the Secretary’s functions (except dockets), reports and information, and the 
budget, organization and methods, personnel, service, and records activities. 

For those organization units for which it is possible to calculate the amount 
of time and cost chargeable against the individual functions, the cost is so charged. 
For example, the Office of Opinions and Review is charged to the functions of 
the Commission on which that staff works. The same is true for Hearing Exam- 
iners and Dockets Division. The units taken up in this section work on the 
Commission’s several basic programs but it has not been found worth the admin- 
istrative effort involved to keep sufficiently detailed time and cost records to 
distribute their costs to the functions. Hence, they are carried here. 

The organization units covered are shown in the following table: 





1957, actual 1958, estimate 1959, estimate 






employ- 
ment 


1, Office of Commissioners__...._........- 
2. Office of Reports and Information_--__- 
3. Office of ara. pacidianeaDasacs ball 


5. Office of Secretary-............._......- 


1 Excluding Dockets Division. 


PERSONAL SERVICES 


Mr. Tuomas. You have 231 positions for 1959 as against 224 for 
1958, which reflects an increase of 7. 

This includes the Offices of Commissioners, Office of Reports and 
Information, Office of Administration, Office of General Counsel, and 
Office of Secretary. 

We have the managerial staff, plus the housekeeping activities in 
this category. 

OFFICE OF GENERAL COUNSEL 


Please tell the subcommittee about the lawyers. You have only 
40 here, as against 38 last year. 

Mr. Baxer. We have a pretty heavy load on them, but the output 
0 3 a in the litigation staff has continued to increase, and we are 

dling more cases for the number of men we have working on them 

than we have in the past. 

I think, in general, outside of the few troubles we have had because 
the Department of Justice takes some of our best men, we are in 
pretty good shape. 
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Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. THomas. What about your turnover ? 

Mr. Baxer. We have not had a terrific turnover except in the last 
year in which we have lost or transferred to Justice some of these 
men. Inasmuch as they are going to handle pretty important work 
over there, I do not really think the Government will suffer. 


OFFICE OF ADMINISTRATION 


Mr. Tuomas. What are you going to increase this housekeeping 
figure for ? 

You have 1 housekeeping employee to every 12 employees. 

Mr. Cox. In the Office of Administration we have asked for a de- 
crease of three-tenths of an employee, Mr. Thomas, between the 2 
years. 

The table on page 140 indicates that we are estimating a reduction of 
four-tenths of an employee in the budget and fiscal work. In the 
Personnel Division, one of the positions that was filled part time this 
year will have to be filled for a greater part of next year. Otherwise, 
this administrative unit remains the same. 


STAFF IN COMMISSIONERS’ OFFICE 


Mr. Tuomas. What about the Commission? Two or three years 
ago I was disturbed about the Commission. I did not think you had 
enough help. I see, however, that you have given yourself some 


help. 

tion are you getting along now? 

Mr. Hype. I am sure that the provision which Congress made for 
engineering and legal assistance for each Commissioner has strength- 
ened the office of each Commisisoner. 

Mr. Tuomas. Was that by statute? 

Mr. Hype. Yes, sir; it was in the 1952 amendments to the Com- 
munications Act. 

Mr. Tuomas. Now, each Commissioner is given a lawyer and what 
else? 

Mr. Hype. An engineering assistant in addition to other admin- 
istrative help in his office. 

Mr. Tuomas. You state in your justifications as follows: 

Communications Act amendment of July 16, 1952, specifically provided for each 
of the seven Commissioners a legal assistant, an engineering assistant, and a 
secretary (confidential assistant), and for the Chairman * * 
in. addition an administrative assistant. 

Mr. Hyper. Our agenda from week to week are enormous, Mr. 
Chairman. 

Mr. Tuomas. There is no question about that. 

Mr. Hyper. That is right, and the Commissioners can use this help 
to very good advantage in preparing for those meetings. 


“OTHER OBLIGATIONS” 


Mr. Tuomas. We shall now take up for consideration your request 
for other obligations, and we will put into the record at this point 
pages 152 and 153 of the justifications. 

(The pages referred to follow :) 
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VII. OrHER OBLIGATIONS 


A. SUMMARY 


This section covers all requirements of the Commission for other than per- 
sonal services. The estimates for most object classifications are higher than in 
1958. These increases result from program implementing recent legislation, 
increased staff, changes in procedures and policies, ard necessity for relocating 
two of our monitoring stations. These items are explained in detail under each 
object classification. 

The following schedules set forth the actual distribution of nopersonal services 
obligations for 1957 and estimates for 1958 and 1959 by object class and by 
major activities. 








: 4 
| 1957 actual | 1958 estimate | 1959 estimate 

















02 Travel_..-....- bees, oh beth eR bi cia. We 112, 824 99, 900 107, 470 
03 Transportation of things.._..--...--_-.-.---.-.---------- 24, 398 18,7 29, 300 
04 Communications services_-_-_-...............---+.-----.-.- 186, 378 189, 000 199, 400 
A + NE OE i. 55 hig oe <2 52 oe nn din - - ene- oa 57, 186 60, 000 62, 045 
06 Printing and reproduction. _-_....._......-.----.---.-..- | 40, 487 57, 000 53, 000 
07 Other contractual services -_-__-......-.........-.--..- eee 157, 596 151, 800 187, 200 
ee nr SOEUR. ons San tee as leaded se 156, 546 119, 500 152, 300 
Oy NeNE SL. chs xe Sac Le te ngs ae PCT ee 146, 565 105, 350 | 168, 285 
10 Land and structures-__-__._.-.._-.__---- Bn codec icles 18, 253 36, 500 | 120, 000 
11 Grants, subsidies, and contributions...966.2 1.418 .-00n Ret SL 414, 793 | 474, 500 
13 Refunds, awards, and indemnities - yi ; abel 1, 125 1, 600 1, 600 
15 Taxes and assessments__..____- NARs =e eal 4, 438 4, 500 4, 900 
aise. a Cpahatinlinn Dakin anise o onibieaine halon 905, 796 1, 258, 643 1, 560, 000 
BY ACTIVITY 
I. Applied technical research and noueeey allocation --- --- 56, 913 81, 938 93, 699 
Seen < tes 42, 681 113, 826 160, 173 
IIT. Safety and special radio services.......-___-____. Liat 44, 343 79, 344 111, 824 
IV. Field engineering and monitoring --------....--.--....-- 413, 696 545, 418 747, 560 
NN, 8. ...-.-..----. oe eee ee | 35, 920 81, 748 96, 322 
VI. Executive staff, and service. .._-.......--...-...------..- 290, 933 y 350, 422 
Network study... _- balla ald eine abla ities teenie 21,310 O2e.is 22. 

PR ibbbedh~dadbpriwiveed dss siti h—-5-44i) ised. OSES 905, 796 1, 258, 643 1, 560, 000 








B. JUSTIFICATION BY OBJECT CLASSIFICATION 











02 Travel 

Organization unit 1957 actual | 1958 estimate | 1959 estimate 

Office of Commissioners. _ _- sack keene pane é 9, 624 10, 000 11, 000 
Office of Opinions and Review--__- oie NR a teal ects 685 300 300 
Office of Hearing Examiners. -__-_..__-......-...-.---.-.---. 896 900 1, 200 
Office of Administration. _____- be pilesteed et abs ed 515 520 550 
Office of Secretary ---_---- . : a abradin atsmmae 1, 249 1,000 1, 250 
Office of Chief Engineer... 433 6, 194 | 6, 500 6, 500 
Office of General Counsel. Rieu om badd 2, 166 | 1, 760 | 2, 500 
Field Engineering and M onitoring Bureau... _- | 52, 084 | 51,770 | 57, 670 
Common Carrier Bureau__- 10, 338 | 9, 500 | 10, 500 
Safety and Special Radio Services Bureau----_-.._-_-- se 7, 058 7, 100 | 8, 500 
ae oy ae ras a s ddsdad Sanh 5, 181 5, 550 7, 500 
Network study- .--__- ike a nee cgi nda aademeil 16, 834 5,000 |. _- i cs 
Ne BA 7 SULA ee ORE 112, 824 99, 900 107, 470 


(1) Coverage.—All allowable transportation charges and per diem allowances 
of employees authorized to perform duties away from official duty stations; 
also travel expenses of employees transferred from one duty station to another ; 
vacation travel expenses to Territorial personnel as authorized by Public Law 
737, 88d Congress. 

(2) Requirements for 1959.—The staff of the Field Engineering and Monitor- 
ing Bureau is required to travel extensively in order to make required daily 
inspections of ship, land, and aircraft radio stations; to investigate illegal, 
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clandestine, or unauthorized radio operations and locate other sources of inter- 
ference to radio reception; to conduct engineering surveys and radio operator 
examinations. Expenditures for these regular travel activities will continue at 
the same level as 1958, i. e., about $45,270. 

Pursuant to Public Law 737, 83d Congress, the Commission pays travel ex- 
penses for home leave between each tour of duty outside of continental United 
States for employees and their families. During 1959 we propose to reduce our 
tour of duty for Territorial employees from 3 to 2 years which is the practice 
in most other civilian agencies. During 1957 we spent $5,502 for this purpose. 
During 1959 we will require the sum of $6,400 for the home leave travel expenses 
of eligible employees. 


The inspection of approximately 5,000 additional vessels which are required 
to be equipped with safety radio installations under the provisions of Public 
Law 985, 84th Congress, will require per diem travel by inspectors assigned to 
enforce these provisions of law. The additional personnel to be assigned to 
this duty during 1959 will increase the per diem costs about $5,500. 

Mr. Tomas. What about your travel items? You are up $8,000 
to $107.470 in 1959. 

Your communications services are up $10,000 also, from $189,000 to 
$199,400. 

Your supplies and materials jump from $119,500 to $152,300. 

What about your equipment? 


COST OF LOCATING 2 MONITORING STATIONS 


Are you going to replace 2 stations, 1 at Chillicothe, Ohio, and 
I believe the other 1 is in Hawaii? 

Mr. Hype. Yes, sir. 

Mr. Tuomas. Those are monitoring stations; are they not? 

Mr. Hype. Yes, sir. 


Mr. THomas. How much money will you spend on those? 


HAWAIL MONITORING STATION 


Mr. Turner. Mr. Chairman, the Hawaii station will cost a total of 
$84,000, including the building and all the appurtenances, and the 
Chillicothe station, inasmuch as we already have the land which we 
taken as surplus property from the Veterans’ Administration—will 
cost us only $24,600. 

Mr. Tuomas. Are these existing stations? 

Mr. Turner. They are existing stations, sir. We are being dispos- 
sessed in Hawaii because of the Capehart housing project. 

Mr. Tuomas. By whom? And is this station on a Navy installation ? 

Mr. Turner. Yes, sir; where we are going will not be, though, be- 
cause we are trying to get out from under a situation inasmuch as the 
Navy will give us only a use permit, subject to cancellation on notice, 
and we find it is very costly to the Government for us to put in a 
permanent installation which included antennas, cable in the ground, 
and that kind of thing. 

Mr. Tuomas. Do you not serve the Navy at this location ? 

Mr. Turner. We doserve the Navy; yes, sir. 

Mr. Tuomas. If the Navy does not want your services, why do you 
not just close up the station and come home? 

Mr. Hyver. That really is not the issue. They want our services, 
but they do not want the nuisance of having us on their property. At 
least, they want to have us on a tenancy cancellation basis. 
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Mr. eee Why are you a nuisance if you are serving useful 


Pe ; 
r. Hype. We are useful to them, but we are in the way by having. 
personnel on the premises. 

Mr. Bartiey. Hawaii is pretty rugged, and there is not much flat- 
land. They have a proposal for a new housing development which 
fits fine where we are located. 

Mr. Tuomas, How much land do you occupy ? 

Mr. Turner. We occupy approximately 100 acres in Hawaii. You 
see, we have the receiving antennas, in addition the transmitting 
antennas, and those cannot be adjacent to each other because of 
mutual interference. 

In addition to that, our long-range direction finders have to be 
completely in the clear, as I mentioned to you last year. Any inter- 
ference can affect the accuracy of the operation of a long-range direc- 
tion finder. 

Mr. Tuomas. The Navy has a whole lot more money than you do. 
Why do you not tell the Navy if they want your services and do not 
want you where you are doing your job, to move you and you will be 
glad to serve them ? 

Mr. Turner. Mr. Chairman, they have been quite cooperative in re- 
gard to permitting us to continue temporarily. 

r. Bartixey. Mr. Chairman, these are marines who are negotiating 
this move to accomplish this housing project for their people on 
Navy-owned land. 

Mr. Turner. They are actually meeting some of the expense of 
moving us to an unsatisfactory location at the present time. The 
periphery oftheir property is sort of swampy. 

Mr. Tuomas. Have they already moved you? 

Mr. Turner. We are'in the process of doing that at the present 
time. 

Mr. THom,s. Are they paying the cost of moving you? 

Mr. Turner. Part of it, because we do not have the funds for it. 

Mr. Tuomas. How much are you paying? Is that a part of your in- 
crease here ? 

Mr. Turner. No, sir; we are.robbing that out of this year’s appro- 
priation. 

Mr. Tuomas. Mr. Yates is wondering how much money we have 
tied up in the property which you are occupying or leaving or destroy- 
ing. Is it being destroyed, or will it have any useful purpose after 
you leave it ? 

Mr. Turner. The buildings that we are occupying are buildings 
which were erected during World War II for housing military per- 
sonnel, and those will be torn down. 


VALUE OF HAWAII MONITORING STATION 


Mr. Tuomas. Who else do you serve there besides the Navy at this 
location ? 

Mr. Turner. We serve the entire Pacific area. We have no other 
monitoring station which has the coverage of the Pacific area. 

Mr. Hypg. Could we not say that, this is a key point in our whole 
monitoring system ¢ 

Mr. Turner. Very much so, so far as the western part of the coun- 
try and the Pacific area is concerned. It is vital, and there is no other. 
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CHILLICOTHE, OHIO, MONITORING STATION 


Mr. Tuomas. What about your situation in Ohio? 

Mr. Turner. We are on rented property at the present time, and we 
are paying rent in the amount of $2,260 a year. 

At Chi icothe where the station is located, the Veterans’. Adminis- 
tration declared 100 acres surplus to their needs. We obtained this 
information from one of their surplus property circulars. We then 
surveyed this property to see whether or not it would be suitable for 
a site. 

It was, and as a result of that, we requested the use of this property 
at no cost to the Government. This property now is available to us 
and all we need to do is to spend $24,600, which is the amount we 
are asking. In turn we will be saving the Government the cost. of the 
rent in the amount of $2,260 a year. 

Mr. Tuomas. What is the situation with regard to this item entitled 
“Land and structures”? I notice this item jumps from $36,500 to 
$120,000. What are you going to do with that? This is the land 
you are going to buy to put this equipment on ? 

Mr. Turner. What page are you referring to, Mr. Chairman? 

Mr. Tuomas. Pages 171 and 172. 


COST OF REPLACING HAWAIL MONITORING STATION 


Mr. Turner. This is to buy the land in Hawaii and erect the build- 
ing at both places. 

' Mr. Tooaras. What are you paying for the land ? 

Mr. Turner. We are proposing $500 an acre for the land in Hawaii. 

Mr. Tuomas. Are you getting the whole island, or half of it, or 
how much? 

Mr. Turner. Really, sir, as a result of surveys we have made, we 
feel that we will have considerable difficulty obtaining flat land that 
is necessary for our direction-finding operation even at a price of $500 
an acre. 

Mr. Tuomas. You mean land values are that high in Hawaii? 


Mr. Turner. Yes, sir; because of the use that is made of that kind 
of land. 


M~ Versect. OF the record. 

(Discussion off the record.) 

Mr. Tuomas. What is your equipment going to cost for these two 
‘stations? If you are going to pay $500 an acre for the land, how many 
acres are you going to buy ? 

Mr. Turner. 85 acres. 

Mr. Tuomas. What are your supplies going to cost you? 

Mr. Turner. Well, the building we say is $25,000, and then we have 
to have of course the emergency powerplant, and the shelter for that, 
as well as provision for water, and the plumbing, and sanitation facili- 
ties as well as provision for electric power and the wiring of the build- 
ing. Then we will have to have the Adcock direction-finder founda- 
tion, and the total cost will be $84,000. 

Mr. Tuomas. At this point in the record we will insert the table 


which appears at the bottom of page 172 of the justifications in the 
record. 


(The table referred to follows :) 








85 acresof land at @000l4 oY Wil cree, St ea $42, 500 

Monitoring building, prefabricated conaltnaiae. with foundation (ap- 
proximately 24 feet by 60 feet) _....-.+--+4-L-- eee ene 25, 000 
Pl CP CELE EP EADS SE IE BOE TEE GS ROT ERB EN 6 5 8, 500 
ee Ie NCO no eign nememencnanntenste-anmenaei 1, 500 
ene Ae en VORICNORS ot eee ee ee ee 1, 500 
Provision of water, including pipeline from existing mains___.._.____- 2,000 

Plumbing and sanitation facilities__.__.-_.-.-.--1----~------------- 2,5 

‘Provision of electric power, including, underground power cables near 
Neen nn en eee en en nt Ae a echienccn reenter Siehe—he a 3, 000 
Paeeeeny Wire On Wormer ee eel, See A ee 1, 500 
Concrete adock direction finder foundation__._._-.-__--______________ 1, 000 
OE dca eben Gakitpehi th Cheb bh and Se ia be eb ou dads 84, 000 


Mr. THomas. You could not shave this $84,000 by about 15 per- 
cent; could you? 

Mr. Turner. As we say, we would normally use much more land 
than that, but we have already made a curtailment there. 


COST OF NEW CHILLICOTHE, OHIO, MONITORING STATION 


Mr. Tuomas. At this point in the record we will insert the table 
which appears on page 173 of the justifications. 

(The table referred to follows :) 
Monitoring building of prefabricated construction including foundation, 


heating, plumbing and sanitary facilities, painting and electric wiring_ $18, 000 
Well and automatic water system 2, 000 





Septic tank and: associated piping._._..... ~~. ~~~ ~~~ ~~~ 22-2 sens 1, 000 
OI A ei eet Et astepe speeds 1, 000 
Foundation for long-range direction finder______._______-_____________ 1, 000 

Repair of existing building for emergency powerplant and transmitter 
shelter, including power wiring-and conerete base for powerplant__--__ 800 
Ground clearing and leveling preparatory to starting construction____-_ 800 
iar cies cmiansenici cite oan oc ov oo or eoncae Dm sarerenee a eaten tease ae et eee ee 24, 600 


Mr. Tuomas. I note that the cost of the monitoring buliding is esti- 
mated at $18,000, the cost of your well and automatic water system is 
$2,000, the cost of your septic tank and associated piping is $1,000, 
the cost of the construction of an access road is in the amount of 
$1,000, and the cost of the foundation for long-range direction finder 
is in the amount of $1,000. 

These are awfully round figures. The total for the station at Chil- 
licothe is $24,600. 

Mr. Turner. Yes, sir. 


CONTRIBUTION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Tuomas. What is your contribution to the civil-service retire- 
ment fund this year? Is that figure $474,500 ? 
Mr. Cox. Yes, sir. 


OTHER CONTRACTUAL SERVICES 


Mr. Tomas. What about other contractual services which in- 
creases from $151,800 up to $187,200 ? 

Mr. Cox. Page 158 of the justifications has a table on that. 

Mr. Tuomas. Put the table at the top of page 158 in the record at 
this point. 

(The table referred to follows: ) 
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07 Other contractual services 


Type of service 1957 actual 1958 estimate | 1959 estimate 





abit ae ee ee i dia sed ce ols ee ee eee 
| 

(a) Buildings and ground maintenance ___.____-_-- 2 -_ $12, 269 | $12, 000 $15, 400 
(6) Repair, care, and storage of vehicles... ____.- oS 22, 302 | 17, 000 14, 400 
(c) Rental of vehicles from GSA cap onaste nian oes 8, 210 | 35, 000 51, 000 
(d) Security investigations........__--.-.--.---2.0- sc. | 18, 270 | 10, 600 10, 600 
(6) FN I a esas organ oo nos cumin mesiib entices eget 410 | 4, 500 4, 500 
(f) Contribution for support of Air Coane Committee __| 21, 926 | 23, 200 24, 500 
{g} Employee life-insurance program--.__...-.........-.-..--.- 22, 356 | 22, 500 24, 000 
(h) Other miscellaneous contrattial services. _____- hi IE a. 47, 853 26, 000 42, 800 

50, 800 187, 200 


Mr. Tuomas. With reference to buildings and ground maintenance, 
you state that : 


By June 30, 1958, 16 of the 18 monitoring stations and the Commission's lab- 
oratory will be situated on Government-owned property whose estimated present 
value is about $1.5 million. 


Most of the monitoring station buildings are at least 15 years old ; some require 
major roof repairs and others need painting badly. 

How much money will be spent for repair of buildings and ground 
maintenance’? I believe that figure is $15,400. 


MOTOR VEHICLES 


Then, for repair, care and storage of vehicles, you have requested 
the sum of $14,400. 

Is that gasoline and oil? 

‘ Then, for “Rental of vehicles from GSA” you have requested 
51,000. 

You have 63 vehicles, so why will you have to rent any from GSA 
at a cost of $51,000 ? 

Mr. Cox. That is a matter of renting from them instead of oper- 
ating our own. As they set up depots in areas of the country, they 

take over our vehicles and we pay them rent. 

Mr. Txomas. But, you still have 63 vehicles in addition to this 
$51,000? 

Mr. Cox, Yes, sir. 

Mr. Tuomas. How much are you spending for automobiles alto- 
gether ? 

Mr. Cox. Well, in this budget we are requesting money to replace 
three of our own which will be in isolated areas where GSA does not 
operate. Therefore, we would continue to have a fleet by the end of 
the year of the order of 59 passenger vehicles, I believe it is. 

Mr. Tuomas. It is 66; is it not? 

Mr. Cox. We expect ’to reduce our fleet from 77 at the end of 1958 
to 67 at the end of 1959; the other 10 will go to GSA. 

Mr. Tuomas. I am asking you now how much you are going to 
spend on all of your automobiles. Are you going to spend $51,000 
with GSA and are you going to operate 66 or 67 ¢ 

Mr. Cox. I will have to add four figures for you, Mr. Chairman. 

“Rentals from GSA” will be $51,000; : “Repair and storage” will be 
$14,400 under 07; “Gas and oil” is $9), 400; the purchase of 3 cars 
will be $11,200; and $86,000 will be our total cost. 

Mr. Tuomas. $86,000 will be the total cost for automobiles? 
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Mr. Cox. Yes, sir; That is including the repairs, care, and storage, 
rental of other vehicles from GSA, gas fe oil, and the purchase 
of 3 replacement vehicles. 
Mr. Tuomas. Well, you had better quit doing business with GSA. 
Your total job is going to cost you $86,000 and you will rent a few 
in isolated spots, and pay them $51,000. 

You had better quite doing business with them or else your figures 

are wrong. 
Mr. Cox. In the $51,000, of course, when you rent from GSA, they 
have to assume a depreciation figure, because it is my understanding 
that this is the way in which they develop funds with which to replace 
obsolete vehicles. 

Mr. Tuomas. They charge you so much a month? 

Mr. Cox. Yes, sir. 

Mr. Tuomas. And you come up with a figure of $51,000. I think 
or _— evidently made a mistake. Did you not mean $11,000 or 
1,100 
Certainly you did not mean $51,000. 

Mr. Turner. No, sir; that is correct, Mr. Chairman. 

Mr. Yates. Maybe you are talking about two different things. 

Mr. Turner. The GSA feels that it is advisable to replace vehicles 
on the 60,000 mile or 5- or 6-year basis, depending upon what kind of 
ear it is. As Mr. Cox said, there is that amortization which has to 
be provided for. 

Gur operation has not been such as to replace vehicles for over 
100,000 miles and some of the cars we have been operating 10 or 12 
or 15 years. 
Mr. Tuomas. That is very fine, but what has that to do with this 
$51,000 figure? 

Mr. Turner. That means that our amortization figure is much less 
than theirs. 

Mr. Tuomas. Obviously, your figure of $51,000 is in error, or else 
your figure of $86,000 is in error. 

Mr. Cox. Let me refer you to page 159 of the justifications. 

Mr. Tuomas. I am looking right at it. 

Mr. Cox. Section (c) states that we will have by June 30, 1959, in 
operation 56 GSA automobiles that we will have rented from them. 
Mr. Tuomas. In addition to your67? 

Mr. Cox. In addition to our own fleet. of 67; that is correct. Out 
of our own 67 vehicles, we will replace just 3. On the basis we 
are requesting replacements, and at the rate our vehicles will be wear- 
out—— 

r. Tuomas. I did not think you had that many from General 
Services. Is this figure correct? 

Mr. Cox. Fifty-six; yes, sir. 

Mr. Tuomas. That gives you, then, how many automobiles? 

Mr. Cox. 56 plus 67. 

Mr. Tuomas. About 123 automobiles. What are you doing with 
the 123 automobiles? 

Mr. Turner. Well, Mr. Chairman, 46 of those cars are investigative 
cars equipped with direction-finding equipment. They follow up the 
fixes that we obtain from our long-range Adcocks, also in conneiction 
with finding interference to our licensees, and then we also have the 
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matter of illegal stations, and they have to go out and find these. 
Other cars are used on all of our inspection trips. 

Mr. Tuomas. I am going back now for 2 or 3 years, and my mem- 
ory could be faulty, but 2 or 3 or 4 years ago you did not have any 
120 or 125 automobiles. 

Mr. Turner. Mr. Chairman, I believe you will find on the record 
that we have reduced the number of cars over the past number of 
years. I believe I have that information available to me right here. 
For example, as of July 1, 1956, we had 124 vehicles. 

Mr. Tuomas. That is about the same number you have now. 

Mr. Turner. Yes, but it is coming down rather gradually because 
we have squeezed it to the point where there is not too much more we 
can do. 

Mr. Tuomas. I did not think in 1953 and 1954 you had 124 or 125 
automobiles. I thought you had around 80. 

Mr. Cox. We had 139 at the end of 1953. 

Mr. Tromas. There were 112 in the 1954 budget. Who gave me 
that figure of 124? 

Mr. Cox. Is that passenger-carrying motor vehicles? You see, 
there are passengers-carrying motor vehicles, and there are station 
wagons, carryalls, and trucks. 

Mr. Tuomas. Just tell me how many automobiles you have. We 
know about these breakdowns. You can lump them all together at 
one time. 

What was the total figure? You showed 112 in the 1954 budget. 
How many station wagons do you have ? 

Mr. Turner. Can we supply that for the record, Mr. Chairman, a 
breakdown of all passenger-carrying vehicles for the past 3 years? 

(The following information was submitted later :) 


Automobiles (including station wagons) in Federal Communications Commission 
operating fleet as of the start of each of the fiscal years indicated 





























1955 1956 1957 1958 
WOO CG iccisee dds Gets éttetuns qnthee $e pendnimmnidet ingested 104 96 94 66 
Rented from GSA.....-.....--.---- ‘ aap een cotieerts 0 0 1 26 
"RGRDE SOU 5 sini = co ncn nk =i inte sinnalinnsenns 104 96 | 95 | 92 





Mr. Barttiey. I have just one comment about those passenger-carry- 
ing vehicles: You cannot get in one of them unless you are driving. 


FEDERAL CIVIL DEFENSE ADMINISTRATION COMMUNICATIONS EQUIPMENT 


Mr. Tuomas. There is one other item about which I would like to 
ask the help of the Commission, and if you do not mind advising us, 
we would appreciate it. 

One of the items in the budget of the Federal Civil Defense Ad- 
ministration is a low-frequency radio communications item in the 
amount of $800,000. 

The reason we come to you people for advice is because you are the 
experts in this field, and the Federal Civil Defense group is far from 
being expert, and this committee is even less of an expert. 


22311—58—pt. 2——-45 
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_ So, if you will give us the benefit of your expertness, we will appre- 
ciate it. 

Their justifications say as follows: 

To determine the most feasible means of communicating with people via 
standard broadcast stations, and to determine what uses can be made of the 
system in an emergency. The National Broadcasting Co. and the Federal Civil 
Defense Administration have independently conducted preliminary studies of 
means of disseminating such information by the use of normal broadcast stations. 
Bach arrived at the same conclusion; that is, that the use of a system of low- 
frequency radio transmitters strategically placed throughout the Nation would 
provide for off-the-air pickup to tie together the facilities of the radio-broadcast- 
ing industry, and such a system would provide the means for utilizing the $1 
billion facilities of the broadcast industry for the national dissemination of post- 
attack, radiological warnings, and operational communications at all levels of 
government. 

According to preliminary investigations, it is estimated that the ultimate 
system would comprise 8 to 10 low-frequency radio stations at a cost of about 
$10 million. 

_ Now they are looking for $800,000 to get this program into opera- 
tion. That isthe downpayment, apparently. They say— 
strategically located in such manner as to give coverage to the entire Nation. 
In this study an experimental transmitter would be installed and a sufficient 
number of receivers of different types procured for field testing. Estimated 
breakdown of the cost involved is as follows— 
and it adds up to about $800,000 to get started. 

_ It does not say how much it will cost to operate it after it is 
installed. Tell us what you think about it, and what about the 
overall cost of $10 million ? 

_ Now how much will it cost to operate it after it is put into opera- 
tion, and how effective is it? Has the Commission considered this 
idea ? 

Mr. Ler. Mr. Chairman, this comes within my area as Defense 
Commissioner. : 

_This item has been the subject of discussion by me with our tech- 
nical prope in the Commission. _ ) 

I should preface this by saying that we have this conelrad sys- 
tem with which you are familiar, and we are working out engineering 
studies to, in effect, extend that system to what we call phase IT. 

The only reason I mention this background is that it is our feeling, 
particularly of our technicians, that with these pO 4,000 broad- 
cast stations around the country—that is, AM and TV stations— 
we have in effect a built-in radio backup for any civil-defense need. 
Our technical people in the Commission feel that this particular 
item is not very practical. 

The frequency range that they expect to operate in has other users 
which gives us a problem; somewhat below, the radio beacon band. 
Furthermore, we feel that by the real utilization of all these broadcast 
facilities at no cost to the Government and just by technical tie-in— 
that equipment is available—we can provide very adequate backup. 

Mr. Tuomas. Did you say “at no cost to the Government” ? 

Mr. Ler. At no cost to the Government; yes, sir. ; 

Mr. Tuomas. How much would it cost to operate it after you in- 
stalled it at a cost of $10 million or $12 million ? F 

Mr. Ler. I would not be expert on that. I would like to have Mr. 
Allen, our Chief Engineer, comment on it. 

Mr. Tuomas. What about it Mr. Allen ? 
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Mr. Auten. I would like to say that we are having discussions with 
civil defense at this point, and we hope that our technicians can point 
out to them the advisability and the advantages of utilizing what is 
already here without any cost. 

You understand that this conelrad system now is for all practical 

urposes so far as the broadcaster is concerned, without cost to the 

vernment. There are certain costs borne by the Air Force. 

Mr. Tuomas. And it covers the country like a blanket ? 

Mr. AutEn. That is right; you have everything. 

Mr. Tuomas. About how much would it cost over and above this 
$10 million or $11 million? How much would it cost to operate it after 
installation ¢ 

Mr. Aten. We have not gone into the specific recommendations. 

Mr. THomas. Could you give us a horseback opinion? It certainly 
would be of some cost to the Government, would it not ? 

Mr. Auten. Oh,-certainly, it would be. There would be an annual 
cost of operating and I think our Broadcast Bureau could probably 
give you a cost on the relative annual charges against the initial cost 
of the station. 

This initial cost would seem to be reasonable; in the neighborhood 
of $1 million or so for a station of that size, 

Mr. Tuomas. Would it cost $200,000 or $300,000 ? 

Mr. Auten. I would say $100,000 or so. That is, however, a curb- 
stone opinion. I do not know all the background of this, but about 
10 percent of the station cost is reasonable. 

Mr. Tuomas. They estimate there would be 10 stations to cost about 
$10 million, and the downpayment here to get them started is estimated 
at about $800,000. 

Mr. Auten. This is an experimental program. 

Mr. Ler. This is only a study before you even begin. 

Mr. Tromas. Let me read it again: 

According to preliminary investigations, it is estimated that the ultimate 
system would comprise 8 to 10 low-frequency stations at a cost of about $10 
million. 

I presume that is the _— cost of installing them. 

Mr. Auten. That is right. 

Mr. Tuomas. There are 10 of them, and what would be the operating 
cost after they were installed on an annual basis? 

Mr. Ler. These would have to be run around the clock. I suppose 
you could figure at least a couple of hundred people at Government 
salaries, maybe in the neighborhood of $6,000 each. 

Mr. Tuomas. These people are technicians. You will not be able to 
get that type of man for $6,000, will you? 

Mr. Lee. It will run up to $1 million a year. 

Mr. Hype. We cannot give you anything but just an indication as 
to what this would come to. 

Mr. Bartiey. There are two many variables. 

Mr. Ler. We do not have enough information on which to base an 
opinion. It might be fair to say the tubes and so on for 10 stations 
might run $400,000 a year, and $600,000 for salaries. 

Mr. THomas. Mr. Plummer, what is your best estimate? 

Mr. Prummer. I would like to say that making an assumption that 
they are going to be manned each one individually —— 
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Mr. Tuomas. They will not operate themselves. 

Mr. Prum™enr. I would say it would approach $1 million. 

Mr. Tuomas. You have to have some highly trained people to operate 
them ; do you not ? 

Mr. Prummer. I would think around $1 million a year for 10 sta- 
tions. 

Mr. Tuomas. We certainly do thank you for this additional help, 
gentlemen. 

Mr. Vursetu. Would there be any benefit in this new proposed tieup 
with the civil defense with reference to timing of an attack? In other 
words, if you folks can go in and if the radio people could go in and 
if they have the information, there would not be anyone else on the 
air with any radio station in the Nation except broadcasting what was 
about to happen; is that right ? 

That would be from the grassroots up in TV, and everything else? 

Mr. Hyper. One of the great advantages of using broadcast sta- 
tions—and this has been recognized in the conelrad program—is that 
they already have the ears of the public. They turn to the broadcast 
station for emergency information. 

Mr. Aten. My understanding is that this low frequency network 
which is being proposed here is a backup network. In other words, 
it would carry the programs to the various broadcast stations. So, 
the public would still listen to the regular broadcast stations, and 
this network would back up in case of line wire failure, and things 
of that nature, to tie the various broadcast stations together. It 
‘would also be an information network by which the Civil Defense 
Agency would communicate from one point to another in case of line 
failure. It would not broadcast directly to the public. You would 
have to have special receivers to get this broadcast. 

The talks between us and the FCDA staff are still at a very pre- 
liminary stage, but I think that we probably can work this thing out 
within the network of the conelrad system. I think we can make a 
very satisfactory solution. 

Mr. Voursetu. I am in hopes you can, because I thought at the time 
that this would be quite expensive and probably not too necessary. 


TIME ELEMENT IN CONTESTED CASES 


. Mr. Yates. About the backlog, I, was reading the paper yesterday 
or the day before yesterday on the granting of this license in Florida, 
where the Commission overruled the examiner. I was struck by the 
fact that the examiner had finished his report. in 1954, I think it said, 
and the Commission did not act in granting the license until about 
1957; is that correct ? 

Mr. Hype. Yes, sir; Mr. Yates, may I mention this: 

This particular case is now on review in the Court of Appeals for 
the District of Columbia Circuit. . However, it does not mean that 
we cannot discuss the time interval involved. 

Mr, Yates. That is all I am.asking you about. 

Mr. Hype. All right. ‘ 

Mr. Yates. Why does it take the Commission so long to act in a 
-ease? It. took approximately 21% or 3 years? 

Mr. Hyne. I would like: to grve you some. of the considerations: 
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When you have a contest between 3 or 4 very diligent applicants 
prosecuting their cases as vigorously as possible, and contesting every 
point, the record they pile up can be enormous, notwithstanding our 
efforts to contain them. 

Mr. Yates. But Mr. Hyde, this is before an examiner. 

Mr. Hype. That is right, but this adds to our burden. I think I see 
your point, and I think you recognize mine. 

The Commission undertakes to get a preliminary review of this big 
record prepared for us by the assistants provided for us by Congress 
preliminary to the oral argument. 

After we hear the argument on the exceptions of the various parties, 
the Commission must determine at least in a preliminary way how 
they think the matter should be determined, and then an opinion must 
be prepared. Preparing an opinion based upon a record of the length 
that I have mentioned, is an enormous job. 

Under the decisions of the court and under the requirements of the 
Administrative Procedures Act, we must make some disposition of 
every significant point that has been raised by: each litigant, and it 
does involve a tremendous amount of work. 

This is a part of the process, really, of determining what the judg- 
ment should be. 

Mr. Yates. How large a record was this? 

Mr. Hype. I do not happen to have that information with me. 

Mr. Frrzceratp. I think that was a record of about 6,500 pages of 
testimony, plus a considerable number of exhibits, which might have 
run another couple thousand pages. 

I would like also to mention a couple of special phases in that case 
timewise, supplementing Commissioner Hyde’s remarks. 

At the time that that particular case became available, as I recall, 
it was in the spring of 1955, and it was in our office when the appealed 
pleadings were perfected from the examiner’s initial decision, and at 
that particular time we had been getting about 3 or 4 television cases 
per month up from the examiners. Therefore, every one of us from 
the head of the office down was doing a case to keep them all moving, 
and we had to take at that time to bring this case along a reviewing 
attorney who prepared it for oral argument and oral argument was 
held and we then had to take a younger attorney, because the reviewin 
attorney had to be bringing another dozen cases along as well, an 
set him on the record after the oral argument to familiarize himself 
with it. 

Mr. Yates. Let me interrupt you: You say the reviewing attorney 
had to bring another dozen cases along? 

Mr. Frrzcrravp. In his ordinary capacity of reviewing standard 
broadcast cases, television cases, and so on. 

Mr. YAres. How many cases does a reviewing attorney have at 
one time? 

Mr. Frrzeeratp. Oh, I think there were at that time 35 cases in 
the office. 

We were getting out about a couple of decisions every month. 

Mr. Yates. Were the 30 cases to which you referred contested cases? 

Mr. Frrzarraup. Yes, sir; and about 20 of them at that time were 
television cases. 
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It was a hectic period, and the roughest backlog situation we ever 


’ If I might just continue: We set another man on this case to review 
all the exceptions to the initial decision that were going to have to be 
taken care of for the purpose of writing the final decision, and as I 
recall it, that case bad: about 500 appeal points. About the time he 
was familiar with it, and months had gone by, that man resigned and 
left the Office. The original reviewing attorney transferred to the 
General Counsel’s Office, and this case became the property of a third 
attorney. So, this was one of those unusual cases, timewise, and 
third attorney happened to have a prior television case to get out, and 
he could not go to the Miami case until he completed the other one. 

That was the way the Office was running at that time. We had 
about 20 cases in which we were trying to get them up for oral argu- 
ment and have decisions made. Therefore, in this case, because of 
the transfer of men involved, we were delayed much longer than 
customary. 

Mr. Hyper. I would like to just underline one of Mr. Fitzgerald’s 
points: We had a number of these ee ae TV cases in the 
process of hearing at approximately the same time, and they came 
out of the examiner’s hand in a peak-load situation. That, coupled 
with the problems that we ran into at review time, contributed to the 
time involved. 

CONTESTED BROADCAST APPLICATIONS 


Mr. Yares. Is there a chart in the record which indicates the num- 
ber of contested broadcast applications, if any ? 

Mr. Hype. I doubt if there is one in there, but we could prepare one. 

Mr. Yares. I saw a number of charts, as I read through the justifi- 
Cora and I did not remember whether or not there was such a 
chart. 

Mr. Hyoe. I do not recall one. We will examine it, and if there is 
not one, we will supply you with one. 

(The chart requested follows :) 


SUMMARY OF COMPARATIVE TELEVISION WoRKLOAD 1954 To DaTE 


Attached are time schedules showing the number of TV cases available to and 
disposed of by the Office of Opinions and Review for fiscal years 1954, 1955, 1956, 
1957 and 1958." 

As of July 1, 1954, three final decisions had been issued by the Commission in 
comparative television proceedings subsequent to the date of the lifting of the 
television freeze (July 1, 1952). As of the same date there were nine initial 
decisions awaiting disposition. 

Between July 1, 1954 and June 30, 1955, fiscal 1955, all of the nine proceedings 
held over from fiscal 1954 had been completed. However, during this same 
period 27 new comparative television proceedings became available. Of these 
27 proceedings, 6 were disposed of prior to June 30, 1955 making a total of 15 
oy disposed of in fiscal 1955. Thus 21 were carried over into fiscal 1956 from 


+The schedules do not include: (1) Decisions in the much larger number of comparative 
television proceedings in which initial decisions were released by examiners after hearing 
but the losing applicants failed to file exceptions or dismissed their applications before or 
after oral arguments were held before the Commission; (2) decisions in numerous other 
television proceedings which were not comparative such as protested grants, major 
nae or renewal hearings; and (3) decisions in such other adjudicatory hearings as 
standard broadcast, common carrier, safety and special services, cease and desist, show 


cause, and revocation proceedings. 
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Between July 1, 1955 and June 30, 1956, fiscal 1956, 9 new comparative television 
proceedings became available for Commission decision, making a total of 30 
cases. Of these 30 proceedings, 17 were disposed of, leaving a total of 13 to be 
carried over to fiscal 1957. 

Between July 1, 1956 and June 380, 1957, 5 new comparative TV proceedings- 
became available for Commission decision which, with the 13 carried over from 
fiscal 1956, made a total of 18 proceedings. 

All of the 13 proceedings carried over from fiscal 1956 were disposed of in 
fiscal 1957. The five new proceedings available in fiscal 1957 were carried over 
into 1958. To these must be added 6 new comparative TV cases which became 
available after July 1, 1957, making a total of 11 comparative TV cases available 
to date in fiscal 1958. Of these, 3 cases have been disposed of, leaving 8 cases 
now pending. The 54 proceedings herein involve approximately 404,000 pages 
of hearing record. Some 560 interlocutory pleadings were disposed of by Memo- 
randum Opinions and Orders issued by the Commission. In addition petitions 
for reconsideration and rehearing were filed and disposed of in 27 proceedings 
following issuance of final decisions. In illustration of the work involved in the 
listed comparative TV proceedings, the Seattle case includes roughly 7,400 pages 
of testimony and exhibits; 700 pages of proposed findings and related pleadings; 
500 pages of exceptions, replies and briefs (exclusive of 22 interlocutory plead- 
ings filed during hearing with respect to enlargement of issues, review of exam- 
iner’s rulings and expunction of proposed findings from the record); and 150 
pages of petitions for reconsideration and related pleadings. 
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Fiscal 1954 
INITIAL DECISIONS RELEASED INITIAL DECISIONS RELEASED 
Channel | Location—Continued Channet 
ORO ROE... nee a= = Ne Bike cnt encebe 13 
PI, SO itn Lipp esen thiiensenesncla 7 Tampa-St. Petersburg, Fla....§ 8 
Bs I  ecccnenctiieserntitcsweenill 12 
Fort Wayne, Ind___-._--_---- 69 | CASES DISPOSED OF BY COMMISSION FINAL 
PN MN on etter ceeds 5 DECISION 
Petersburg, Va.__..........., 8 | Location: Channei 
Postmen, Ored............-..8 12 DaRVeR,: COON sk cceiccingind ine 7 
go A eee 21 Pit ee os te ten 12 
Sacramento, Calif.__........ _ 10 Posies, Greg. =... 5.acs.- ZF 
Savannah, Ga... ....--5 3 
Fiscal 1955 
INITIAL DECISIONS RELEASED INITIAL DECISIONS RELEASED 
Location : Channel Channel 
Beaumont, Tex ............s 6 Sacramento, Calif......c....- 10 
RN, ON caine cence cin 13 BOSKRR, GO-é-.6a,.-uieees 3 
SS Fai ies nincinniinmenebie 5 Bontties= Week hts Sk 7 
SO, SIND iicieitticircictestinivictiong 29 Shreveport, La_......--..-... 3 
Chatanooga, Tenn___-.--.---- 3 Oia ead ee See 12 
Corpus Christi, Tex_..____-_. 10 Sorimgteld; Til wendan dense 2 
Evansville, Ind ____...-_.._- 7 INE BPN dich acces attsinhetemtpieiin 13 
I I tii cade errmsg 12 Tampa-St. Petersburg, Fla_.__.-™$ 8 
Fort Wayne, Ind__.-._-_-..__ 69 Py I ii ccertnatertenti 3 
Jacksonville, Fla_..._......._. 12 
Knoxville, Tenn__.___________ 10 CASES DISPOSED OF 
oS ) 3 | Location: Channet 
Memphis, Tenn -____-________ 3 Beaumont, Tex ..6c60 se 6 
ee cme 7 PONG PAIGE, MGs ccntiuscnns 69 
I ists inchadaseticsin gees asiatlbel 10 ee 3 
I aa ec enncne cae 5 a. Meakin edie Siocon 5 
I I asics ceeaticn ts 7 PORTUGUES, Vib cninccdcigtnns 8 
ee eee 7 Portland, Oreg.c 2s 12 
ns Fe oe 6 clea ellie idle oe a chicane enc 8 
a Rito cecil 8 Sacramento, Calif.......... 10 
os oe | eee ee ee ee 3 
Pert, Gree. 12 A en alle Tae IT ane 3 
SE alco l orc ane gs cocacnennccioa as 8 Geers, 26 3 teins 3 
PI, FO aii een 10 Ol Sd ek 12 
PTI Occassion 5 BON, BW aot ganas 13 
III IR icin wba 12 Tampa-St. Petersburg, Fla__._. 8 
Sacramento, Calif._.......... 3 boc eee eee 3 
Fiscal 1956 
INITIAL DECISION RELEASED 
Channel T,ocation—Continued Channel 
I aces tematic 13 BN TR iaceiiheentitecnesiiat ic tckeipiabaitan 7 
OR S008. concen on ke 5 i ici niin aetna 10 
EN RI cs Ss cence snectnescneneoebel 5 New Orleans, La--.....----_ 4 
RN  siiccncsinsercncnenenimeaal 29 I FR itisciiiiicctintncininpain 7 
hs his ci eticicecies 9 Ome, NOURs ice k nee 7 
Chattanooga, Tenn__.._-____- 3 SOUIIas 1 OR ict Scendtenctepecn-ecptcionbene 9 
Corpus Christi, Tex_________- 10 OGTR, isthe cccicnapisciminaets 6 
Evansville, Ind__-.--.-..--.- 7 PONG s) Bei ditibisenctinnsinjaipidei 8 
Fort Wayne, Ind___-.--__--. 69 Portsmouth, Va_--...-..-...-. 10 
I, Cie encincintannna 12 a ss es ticttin eee 5 
Peereee, Ce es 3 pO | ere eee 12 
Indianapolis, Ind_....-._--.- 13 Seattle, Wash_..........__ aus SE 
Jacksonville, Fla_........... 12 San Antonio, Tex.__......... 12 
Knoxville, Tenn.....--...._ 10 Springfield, M}.......--.... aw <e 
Madison, Wis............__ =e Oey NO cenicte oavattcccoaetas 11 
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CASES DISPOSED OF BY COMMISSION FINAL DECISION 
Location : 


Channel Tocation—Continued Channel 
Bristol, Va.-Tenn__...-.--... 5 Qdanea) : Tots ccincinncssdlusshl bog 
Canton, ..Ohi0...-nenen<demen 29 Oe ee ee 7 
Chattanooga, Tenn__.____._-_ 3 TIES TEI on Ddhicnedetpheiencemumminions 8 
Evansville, Ind.....-...... a Portsmouth, Va_....-_._-... 10 
Wort Wayne, Ind... one 69 Raleigh, N. C.u-.--....----.. 5 
Fresno, Calif..c....cc.-.... 12 Richmond, Va_ii~..ss4-s-=21 12 
Tinaeville, .. PO came igmncviies 10 San Antonio, Tex_...__..-- ~~. 12 
BEOGEBOD,, WY cdots mereeinctinints 3 Springfield, Til_.........._ ee 
BRIA, Wy tila onsctatudeteicieien 7 
Fisca! 1957 
INITIAL DECISIONS RELEASED CASES DISPOSED OF BY COMMISSION FINAL 
DECISION 
Location : Channel 
Beaumont, , TeSis 4nmnecwnt 6 | Location : Channel 
pt ig eal ie eae 13 TE, MIO ccertrenmstaninnetitinags 5 
Beet: wees 5 Corpus Christi, Tex_...______ 10 
Buffel} 0 Buuiiswwic ska 7 Charistte, N. Ost 9 
Charlotte, N. C_....-.-..... 9 Hartford, Conn__-.....---- 3 
Corpus Christi, Tex._.__.....__ 10 Indianapolis, Ind.......---_- 13 
ee Rp ersicneencseraien 3 Jacksonville, Fla_........-.- 12 
Indianapolis, Ind_.-...-----__ 13 Minwi Pras. eit ee 10 
Jacksonville, Fla_.._.-...-_-- 12 New Orleans, La__...-...-..- 4 
Milont.:; FAG coi ccccen senibers 10 Onlendo; FWiewc) wast hl 9 
New Orleans, La_._...--.-... 4 PRAQCRD. Fit tom dag 6 
CN I inhi ech en tielgini 9 Seattle, Wash.........-__-__ 7 
FF RS spe tcipeie senate tants 6 a. OO er nee eee 11 
Parmn, Mem. i. 10 
OG. RAI Wai scicccs ain neste 11 
Oakland, Calif.__.............. 2 
WUE, | We ecstiinicncnceciaien 7 


Fiscal 1958 


INITIAL DECISIONS RELEASED 


CASES DISPOSED OF BY COMMISSION FINAL 


DECISION 

Location: Channel Location: Channel 
Beaumont, Tex_..----~----- Wihoh, .. MR ciccicnniicginmehiands 13 
Biloxi, Miss_-.._.------~-~-- 13 Oakland, Calif_...___.___.-..- 2 
Buffalo, N. Y---------------- 7 GREED, FU i tiginnatenpcroetnionsion 7 
Cheboygan, Mich__.-..-._-.__ 4 
Wtint,: WC se sible pen anins, 12 
FRORON: TI bce eimetien 9 
BERG eo, Dicicciree nce cnntecickitnies 3 
CRIS, oi pace 2 
Parnim)) MieM suo Se 10 
Toledo, -: RIO. ccscncaentntesdin ess 11 


Mr. Yates. Is there an average time for a contested TV application ? 

Mr. Hype. We could compute what was the average, but actuall 
TV processing started with the lifting of the freeze in 1952, at whic 
time we had about 1,700 applications for new stations and changes in 
facilities which had accumulated during the period of no processing. 
Through 1953 and 1954, we moved a lot of them—those that were 


op pers through hearin 


moved along in a sort of a mass effort. 


e do not have any such volume of them now, largely, I think, because 
of the fact that the desirable channels available in the larger markets 
have all been claimed or applied for, and the processing is nearly 


completed. 


I think it was mentioned this morning that there are perhaps 35 


cases still unfinished. 









| 
| 
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Mr. Yates. You have 35 applications for TV licenses still un- 
finished ? 

Mr. Hyper. No, sir; there will be 35 station assignments. In 1 case 
there would be 7 applications for the same channel. 

Mr. Yates. You have 35 cases, then ? 

Mr. Hype. Yes, sir; approximately. 

Mr. Yates. Which may involve how many applicants ? 

Mr. Hype. Oh, it would be at least twice that, and it may be several 
times that. 

Mr. Baxer. May I add one thing there? 

Mr. Yates. Surely. 

Mr, Baxer. The examiner’s initial decision did not come out in 
1954. It came out the latter part of March of 1955. 

So it was about 19 months later and not 21% years. 

Mr. Yates. The story I read last night indicated that it was in 1954. 

Mr. Baxer. The initial case was assigned to the examiner in 1954. 

Mr. Hype. I am sure the general counsel must be right on that. 

Mr. Yares. I am sure he is, too. I am just reporting what I read in 
the newspaper, and I am sure you are much more accurate than the 
newspaper report on that. 

Mr. Hyper. It was a long time, but it is not quite as bad as it sounds. 

Mr. Yares. How often does the Commission overrule its examiners ? 

Mr. Ler We had some figures presented in the hearing on that. Mr. 
Sharman testified on that yesterday. I believe in 52 cases the ex- 
aminer was upheld 35 times and reversed 17. I think that is an 
accurate figure. 

Mr. Baxer. I once heard an estimate that it was sustained about 
two-thirds of the time. 

Mr. Yares. I must confess that one aspect of that sort of startled 
me. I did not know that and I thought that financial responsibility 
was one of the bases for a grant of a license. 

Newspaper reports that I read indicated that the airline had gotten 
that channel while it was on subsidy. 

Mr. Lex. They were not on subsidy. 

Mr. Yates. When I used to be with the Hlinois Commerce Com- 
mission, which is the regulatory agency for public utilities in the 
State of Illinois, statute provided for actions to enforce the duties of 
the Commission by the Commission itself. 

Does the FCC have such authority or responsibility under its Act? 

Mr. Hype. We have authority to issue show-cause orders in certain 
situations where there are violations of Commission regulations. 

Mr. Yares. Does this apply to rates? 

Mr. Hype. In the case of rates, we can suspend and investigate. 

If a tariff is filed, we can suspend and investigate or simply start 
an investigation in which case the burden of proof is a little more 
direct on us. 

Mr. Yares. Are you in as good a position to try a rate case as a 
private litigant? 

The reason I ask that question is because of the General Services 
Administration. 

Mr. Hyper. Congressman Yates, earlier I was asked a question about 
that and I explained that it is our duty to protect all users and in 
that connection to see to it that there are no preferential or discrim- 
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inatory rates. We have a public duty to protect you, whether you 
come in with counsel or not. At the same time, 1 would not want 
to say that it is unnecessary for any user, whether government or 
private user, to have a specialist to represent his viewpoint. Ac- 
tually, counsel appearing in such cases should assist the regulatory 
agencies. 

Mr. Yates. In the performance of his function ? 

Mr. Hype. That is right. 

Mr. Vursex. I do not believe that I have any further questions, 
but I would like to say that this has been an interesting and informa- 
tive session. The matter of your appropriation has been presented 
in a splendid manner, in my judgment, and after reviewing your 
workload and the volume of it, the technical work, much of it, I thmk 
that you are doing a splendid job. 

Mr. Hype. I am sure that the members of the Commission and the 
Agency in general appreciate the very interested attention that the 
Committee has given to our presentation. 

Mr. Tuomas. Thank you, gentlemen. 

It is always nice to see you. <A lot of good luck to you. 
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TuHurspDAY, Fespruary 20, 1958. 


INTERSTATE COMMERCE COMMISSION 


WITNESSES 


HOWARD G. FREAS, CHAIRMAN 

ANTHONY F. ARPAIA, COMMISSIONER 

KENNETH H. TUGGLE, COMMISSIONER 

JOHN WINCHELL, COMMISSIONER 

EVERETT HUTCHINSON, COMMISSIONER 

RUPERT L. MURPHY, COMMISSIONER 

ROBERT W. MINOR, COMMISSIONER 

LAURENCE K. WALRATH, COMMISSIONER 

DONALD P. McPHERSON, COMMISSIONER 

ABE McGREGOR GOFF, COMMISSIONER 

BERNARD F. SCHMID, MANAGING DIRECTOR 

HAROLD D. McCOY, SECRETARY 

ERNEST WEISS, ASSISTANT TO MANAGING DIRECTOR 

J. NEIL RYAN, BUDGET AND FISCAL OFFICER 

WENDELL Y. BLANNING, DIRECTOR, BUREAU OF MOTOR CARRIERS 

EDWARD H. COX, DIRECTOR, BUREAU OF TRAFFIC 

Cc. W. EMKEN, DIRECTOR, BUREAU OF ACCOUNTS, COST FINDING 
AND VALUATION 

E. R. JELSMA, DIRECTOR, BUREAU OF TRANSPORT ECONOMICS 
AND STATISTICS 

FRANCIS A. SILVER, CHIEF, MOBILIZATION PLANNING 

CHARLES W. TAYLOR, Jr., DIRECTOR, BUREAU OF SAFETY AND 
SERVICE 

A. HENRY WALTER, DIRECTOR, BUREAU OF INQUIRY AND COM- 
PLIANCE 

PAUL COYLE, DIRECTOR, BUREAU OF OPERATING RIGHTS 

HERBERT QUALLS, ASSISTANT DIRECTOR, BUREAU OF MOTOR 
CARRIERS 

GEORGE LOTITO, ASSISTANT BUDGET OFFICER 

STEPHEN APLIN, DIRECTOR, BUREAU OF RATES AND PRACTICES 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

It is certainly nice to have with us again the Interstate Commerce 
Commission, and I see a lot of our old, distinguished friends here, and 
we see a lot of newer people. 

We certainly are delighted to have all of you, and I apologize for 
delaying you, but it was certainly beyond our control. 

Mr. Freas. Those things happen to us sometimes, Mr. Chairman. 

Mr. Tuomas. It is certainly nice to have you with us, Chairman 
Freas. 

Mr. Freas. Thank you, sir. 

Mr. Tuomas. Where is Commissioner Arpaia? 

Mr. Arpaia. Right here, sir. 

Mr. Tuomas. It is good to see you. How have you been? 

Mr. Arpaia. Very good, sir. 

Mr. Tuomas. This cold weather did not bother you? 

Mr. Arpara. No, sir; this is normal for us. 

Mr. Tuomas. I see we have with us our friend, Commissioner 
Tuggle. 
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Mr. Tuaete. Right here, sir. 

Mr. Tuomas. How are you, Commissioner? 

Mr. Tueete. Fine, sir. 

Mr. THomas. Where is Commissioner Winchell? 

Mr. WincHe tt. Right here. 

Mr. Tuomas. It is nice to see you. Where is the other Com- 
missioner? 

Mr. Freas. Commissioner Hutchinson is down in the great State 
of Texas. 

Mr. THomas. Well, tell the Commissioner “hello.” 

Where is Commissioner Murphy? 

Mr. Murpary. Right here. 

Mr. Tuomas. It is good to see you. 

Mr. Murpny. Thank you. 

Mr. Tuomas. Where is Brother Walrath? 

Mr. Freas. He is ill, and so is Mr. McPherson. 

Mr. Tuomas. Well, we wish them a speedy recovery. 

Here is our old friend. I thought maybe he was lost a while ago 
when he came in here, but I should have known better. He was back 
home. 

Commissioner Goff, welcome aboard. 

Mr. Gorr. Thank you, Mr. Chairman. 

Mr. Tuomas. It is certainly nice to see you back over here. Some 
of the boys said you got tired carrying mail and you wanted to start 
riding. 

Mr. Gorr. Something like that, Mr. Chairman. 

I had an old law professor who said that life was made up of 
multiplicity and change. I have had the multiplicity, and now get the 
change. 

Mr. Tuomas. It is nice to see you, and we certainly do welcome 
you. 

Mr. Freas. Mr. Chairman, we also have Commissioner Minor. 

Mr. Tuomas. I beg your pardon, Commissioner. Welcome aboard. 

Mr. Minor. Thank you. 

Mr. Tuomas. Here is our old partner, Brother Schmid. We are 
glad to have you. 

Mr. Scumip. Thank you, sir. 

Mr. THomas. Where is Mr. McCoy? 

Mr. McCoy. Here, sir. 

Mr. Tuomas. Then we have Mr. Weiss, the assistant to Managing 
Director, and Mr. Ryan, the budget and fiscal officer. 

Where is Mr. Ryan? 

Mr. Ryan. Here, sir. 

Mr. THomas. You have a good budget justification, and you know 
it is bound to be good when we say so. ‘Those tables are out of this 
world. You have a lot of them. 

Where is Mr. Blanning? 

Mr. Freas. He is not here. 

Mr. Tuomas. Tell him we miss him. 

Where is Mr. Cox? 

Mr. Cox. Right here, sir. 

Mr. Tuomas. It is nice to see you again. How is everything 
with you? 

Mr. Cox. Fine, thank you. 









| 
| 
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Mr. Tuomas. Your staff has had a lot of business over there, 
according to your justifications. 

Mr. Cox. Yes, sir. 

Mr. Tuomas. If you do not have a lot of business, you will not 
have much of a Bureau program. 

Mr. Cox. That is right. 

Mr. THomas. Where is Mr. Emken? 

Mr. Emxen. Here; right over here, sir. 

Mr. Tuomas. Mr. Emken has been with us a good many years, too. 
He is the Director of the Bureau of Accounts, Cost Finding, and 


Valuation. 

Mr. Emxen. Yes, sir. 

Mr. Freas. When did you come with the Commission, Mr. Emken? 

Mr. Emxen. In 1927. 

Mr. Tuomas. I can testify to 10 or 12 years myself. 

Mr. EmKen. Yes, sir. 

Mr. Tuomas. Then we have Mr. Jelsma, the Director of the Bureau 
of Transport Economics and Statistics. 

Mr. Jeusma. Yes, sir; right here. 

Mr. Tuomas. Then I see we have with us Mr. Silver, who is the 
Chief of Mobilization Planning. 

Mr. Stiver. Over here, sir. 

Mr. Tuomas. There is my old partner. I read his budget last 
night, and I got the pencil out and I wrote “Silver had the same 
paragraph in here 4 years ago,” and as well as I remember he had 2 


new ones this year. 
It.is nice to have you with us. 
Mr. Smver. Thank you, sir. 
Mr. TxHomas. You were down in my town not long ago—4 or 5 
months ago—were you not? 
Mr. Strver. No, sir. That must have been someone else. 
Mr. THomas. When wasit? I thought it wasrecently. I thought 
you went down there and met with the chamber of commerce, and 
the port commission people. Was it last year? 
Mr. Stiver. I was there in November of 1955. 
Mr. Tuoomas. Surely time does not fly that fast. Time is not 
that hard now. Anyway, we are always glad to see you over here 
and down there also. 
Next we have Mr. Taylor of the Bureau of Safety and Service. 
Mr. Tayuor. I am over here, sir. 
Mr. Tuomas. How have you been? Do you have those railroads 
running right? 
Mr. Taytor. I am handling highway and air traffic now. 
Mr. Tuomas. If we get any more snow, your airplanes or trains 
will not be running. 
Next we have Mr. Walter, the Director of the Bureau of Inquiry 
and Compliance. 

Mr. Watrer. Here, sir. 

Mr. Tuomas. Then we have Mr. Coyle, the Director of the Bureau 
of Operating Rights. . 

Mr. Coyte. Here, sir. 

Mr. Tuomas. It is nice to see you. Then we have Mr. Qualls. 
Where is our old friend? 

Mr. Freas. He is on the end, sir. 
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Mr. Tuomas. Then we have Mr. Lotito, the assistant budget 
officer. 

Mr. Lorrro. Here, sir. 

Mr. Tromas. It is nice to see you. 

Did I overlook anyone here? 

Mr. Murruy. Mr. Chairman, we do have Stephen Applin, the 
Director of the Bureau of Rates and Practices, who is not on the list. 

Mr. Tuomas. Mr. Applin, it is nice to see you. 

Mr. Appuin. I am glad to be here, sir. 

Mr. Tuomas. Do you or any of your fellow Commissioners or sta 
members want to talk to us? If you do, we will listen to you as long 
as you want to talk. 

Mr. Freas. Very well. 


GENERAL STATEMENT 


I have a prepared statement, Mr. Chairman. 

Mr. Toomas. You may proceed. 

Mr. Freas. Mr. Chairman and members of the committee, the 
total amount requested for fiscal year 1959 for the Interstate Com- 
merce Commission is $17,500,000, which is $750,000 more than the 
$16,750,000 appropriated for the current fiscal year. Of the increase, 
$309,948 is for the additional 63 positions requested in the budget, 
and $440,052 is for items other than personal services. The $309,948 
will provide for a net increase of 50 positions for the Washington 
office and 13 for the field offices. 


LANGUAGE CHANGES 


The proposed appropriation text provides for the elimination of the 
limitation language for railroad safety and locomotive inspection ac- 
tivities. Removal of the current limitation language will eliminate 
requirements for considerable recordkeeping and thus permit greater 
flexibility in the use of Commission personnel to participate in the 
railroad safety program. 

Mr. Tuomas. Mr. Chairman, may I interrupt you at that point? 

Mr. Froeas. Yes, sir. 

Mr. Tuomas. I notice you do have that language bracketed out: 

Not less than $1,363,500 shall be available for expenses necessary to carry out 
safety activities and not less than $956,600 shall be available for expenses necessary 
’ to carry out locomotive inspection activities; 

Why bracket that out? What is the purpose of it? It was an 
earmarking of the funds. In other words, you want to commingle 
the funds with the other funds of the Commission? 

Mr. Freas. Yes, sir; that is right. What we want to do is that we 
do not want in any way to diminish the activities at all, but we do 
want to get away from the record and account keeping. I point out 
in here that after we consolidated the 3 separate bureaus into the 1 
bureau, we were able to use our help with more flexibility. We can 
send a man out and he can do the two jobs instead of having one go 
for each one, but we will have to keep separate accounts when he 
comes back and that is what we are trying to do by that. 

Mr. Tuomas. Why, sure. You may proceed. 
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Mr. Freas. That is what we are proposing to do. I did not know 
at first what you mean by “bracketing it out.” 

Mr. Tuomas. That is our language. 

Mr. Freas. For example, without burdensome recordings, car- 
service agents could conduct safety-appliance inspections when car- 
service activities do not require their full attention, and railroad safety 
appliances personnel could assist car-service agents in car-service 
work when the latter work is critical. As I just pointed out, we do 
not plan to diminish our railroad safety ind locomotive inspection 
activities. 

UNIFORM ALLOWANCES 


Provision has been made in the appropriation text to permit the 
Commission to give allowances for uniforms. As part of our motor 
carrier safety program, the field staff of the Bureau of Motor Carriers 
conducts road checks. The road checks require our employees to 
make vehicle inspections on the highways, and a coverall type uniform 
will provide not only identification of our employees but will afford 
protection of the inspector’s person and clothing. 


REORGANIZATION 


Since our last appearance before your committee, Mr. Chairman, 
we have made significant changes in our organizational structure, in 
the alinement of functional responsibilities, and in procedures. I would 
like to discuss a few of the major items before going into details of our 
1959 budget estimate. 

On March 25, 1957, our formal proceedings work was realined, 
generally, along functional lines to speed up processing and improve 
operations. ‘The former Section of Operating Rights was abolished 
and a new Bureau of Operating Rights was established in its place to 
process motor carrier operating authority cases formerly handled by 
the Section, as well as water carrier ond freight forwarder operating 
rights cases which formerly were handled in part by the Bureau of 

ater Carriers and Freight Forwarders and in part by the Bureav of 
Rates and Practices (formerly the Bureau of Formal Cases). The new 
Bureau of Rates and Practices handles all rates and practices proceed- 
ings, including motor carrier rate proceedings. Responsibility for 
motor carrier finance cases was shifted to the Bureau of Finance, 
which handles all other finance cases. 

In our effort to expedite proceedings, we established a central status 
system in January 1957. Under it, certain information regarding the 
status of all formal cases is recorded and tabulated by means of punch- 
cards. From the information, problem areas can be identified and 
corrective action taken to reduce processing time. Data made avail- 
able during the first year of the system’s operation indicate that the 
average age of all pending cases was reduced from 7.5 to 6.5 months. 

In addition, the Bureau of Rates, Tariffs, and Informal Cases was 
renamed the Bureau of Traffic, effective March 18, 1957, and a realine- 
ment of the Bureau’s internal operations, now in progress, has reduced 
the number of sections from 5 to 4 and the number of branches from 
14 to 8. Among other things, this reorganization is intended to 
achieve greater flexibility in assigning available staff employees to 
meet changes in the Bureau’s workload. Concurrently, the grade 
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structures for tariff examiners and rate analysts are being realined and 
trainee positions established, so as to obtain trained and qualified 
employees for such positions. 

he processing of quarterly reports of class I and class II motor 
carriers of property and passengers, and certain portions of the work 
of processing the anneal tegetts of these carriers, were transferred 
from the Bureau of Accounts, Cost Finding, and Valuation to the 
Bureau of Transport Economics and Statistics, on June 17, 1957. 
Thus, all work of reviewing for completeness and tabulating these 
reports was placed in a single bureau, whereas it had been divided 
between the two bureaus. 

Further improvements also were made in field-office administration, 
in our training program for field employees, as well as for supervisory 
personnel in the Washington office, and in our long-range program to 
provide trained replacements for the large number of key employees 
who are eligible for retirement. A new promotion policy was estab- 
lished which, among other things, will provide an inventory of skills 
and potential among all employees. 

Now I would like to discuss briefly some of the details with respect 
to the budget request for 1959. 

The budget for 1959 reflects a continued policy of reasonable in- 
creases for the Commission over a period of years to allow the Com- 
mission to meet more nearly the responsibilities given to it by the 
Congress. During the last 4 fiscal years there has been a gradual 
ype Sarnen> in the Commission’s budgets. 

Mr. Tuomas. You have been getting up slowly but gradually? 

Mr. Freas. That is right; working up gradually. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Freas. However, the Commission’s budgetary needs continue 
to rise in view of the continued changes in the transportation industry, 
such as, increased interagency competition; a continuance of efforts 
to coordinate the services of different modes of transportation; the 
growth of movement of highway trailers on rail flatcars and on ships; 
relocation of industries, and so forth. In addition, changes in legial - 
tion have added new functions. The Commission has followed a 
policy of requesting a build-up of staff commensurate with our 
requirements and ability to absorb into our organization new and 
untrained employees. e also continue to reevaluate realistically 
our needs in view of the constantly changing transportation picture. 


INCREASE IN WORKLOAD DUE TO NEW LEGISLATION 


During the last session of Congress, Public Law 85-246, which 
amended section 22 of the Interstate Commerce Act, was passed. 
Under this amendment, all carriers are required to file quotations and 
tenders offered under section 22 with the Commission. Initially it 
was believed that about 20,000 such quotations and tenders would be 
filed annually; however, more recent estimates, based on filings during 
January, indicate that between 30,000 and 50,000 may be filed. We 
have had to divert personnel from other work to handle these filings 
until additional funds can be appropriated. 

The Bureau of Traffic will also receive additional work as the result 
of the amendment of section 218 of the act, Public Law 85-124. 
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Generally, this amendment requires motor contract carriers who serve 
more than.one shipper, to file with the Commission their actual rates 
charged to each shipper served. These filings will require increased 
examinations and also maintenance of adequate identifying records 
of the shipper and of the contracts which are filed and published 
This is a significant new task. 

Conversely, the current Congress amended section 4 of the act, 
Public Law 85-99, which will reduce the work of the Fourth Section 
Board and the budget reflects anticipated savings in this activity. 


NEW POSITIONS REQUESTED 


In addition to the increased work to be received, which must be 
handled, the Bureau of Traffic is basically still faced with a severe 
shortage of tariff examiners. As pointed out in our budget presenta- 
tion last year, a sampling of representative tariffs filed indicated that 
100 percent of the tariffs were defective in some respect. The condition 
disclosed by the sample survey is still current for the reason that the 
tariff examiner staff was and is wholly inadequate to review the 190,000 
tariffs (about 700,000 pages) which are filed each year. 

In order to handle the increased workload resulting from the new 
legislation mentioned above and to improve the tariff-examining 
functions, we are requesting a net increase of 13 positions. 

Because of the increasing part that the motor-carrier industry is 
playing in the overall economic condition of the country, and the 
resulting interest shown by the Congress, governmental agencies and. 
others, the Commission has been called upon to furnish data in the 
motor-carrier field which we could not provide in many instances. 
In view of this interest and because of the great demand this Commis- 
sion has for this data, we are requesting funds to increase the staff of 
the Bureau of Transport Economics and Statistics for establishing and 
maintaining a motor carrier operating authority directory and to 
process annual reports of motor carriers other than class I. The 
motor-carrier directory will provide the Commission with full knowl- 
edge of all motor-carrier certificates and permits granted between 
given points, which carriers may transport any given commodity, 
what routes are authorized, how many carriers are authorized to 
conduct any given carriage, the grouping of carriers by type of carrier, 
carriers by geographic area, ete. 


ELECTRONIC EQUIPMENT 


The budget for 1959 provides funds to enable the Commission to 
expand the development of data by mechanical methods. In recent 
years the volume and diversity of necessary statistical data and 
conversion of manual methods to electronic processes has taxed the 
staff of the mechanical tabulating units to the limit. The budget for 
1959 provides funds for some increase in this staff. Beginning late 
this month, we will install a RAMAC machine. 

In fact, I think I saw the crates or the parts for it down in the 
basement this noon. 

This. machine will replace some of our present equipment. How- 
ever, there will be additional annual rental costs, but at a lesser 
increase in cost than would be nec essary for additional machines of the 
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type presently used. With the installation of the RAMAC, we will 
be able to produce the necessary statistical and administrative data 
and materials at a lower cost than would be required if we added the 
ear amount of equipment we now use to produce a like amount 
of data. 


FIELD STAFF 


Our field staff, which has been increased during the last two fiscal 
years in both the motor carrier and railroad areas, has been developing 
a larger volume of leads of alleged violations which require further 
investigation and prosecution action by the Bureau of Inquiry and 
Compliance. There are definite indications, based on current experi- 
ence, that the workload of the Bureau of Motor Carriers will continue 
to increase substantially. The effectiveness of our activities in 
obtaining compliance by carriers will suffer unless we can investigate 
the complaints received and leads discovered by our field staff and 
effect prosecution for the more serious violations. Backlogs of un- 
completed investigations and cases for court action have developed. 
The 1959 budget provides for increasing the staff of special agents in 
the field and for additional attorneys for the Washington staff. 


MOTORS CARRIERS 


Receipts of casework in the newly established Bureau of Operating 
Rights continue their steady increase. Because of shifts in areas of 
production, the adaptation of additional commodities to motor-carrier 
transportation, and the desire of motor carriers to round out their 
operating authorities and to extend their services into new areas, there 
has been a progressive increase in the filings of applications for motor- 
earrier rights. This is shown by the table on page 108 of our justifica- 
tion which shows that 2,578 new applications were filed in 1955, 2,885 in 
1956, and 3,164 in 1957. This rate of increase has been fairly con- 
stant for the last 3 fiscal years and it is estimated that this trend of 
increased receipts of 10 percent per year will continue during the 1958 
and 1959 fiscal years. We must provide personnel to handle the 
expected increased receipts, and also to progress our efforts to reduce 
the basic time required to process formal casework. In addition, dur- 
ing the last session of Congress, Public Law 85-163 was enacted which 
changed the definition of “contract carrier by motor vehicle.”’ This has 
required the review of the 2,600 outstanding permits held by con- 
tract carriers. Initially we estimated that 500 docketed proceedings 
would result from this review and that 200 would require oral hearings. 
Now we estimate that over 700 docketed proceedings will result from 
this review; of these 200 will be disposed of by modified procedure or 
informal conferences, and 500 will require oral hearings by hearing 
examiners of the Bureau of Operating Rights. 

The review of the 2,600 permits has been completed this fiscal year 
and this work, together with proceedings initiated during the current 
fiscal year, is being accomplished by diverting examiners from regular 
application work. The diversion of examiners from other work was 
required because no additional staff for this purpose was provided 
in the fiscal year 1958 appropriation. A backlog of work which is 
developing because of this diversion of personnel will be reduced in 


fiscal year 1959 if funds requested for additional examiners are pro- 
vided. 
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With the increase in our motor carrier field force and the resultin 
increased safety activity in the field, a considerable volume of work 
has developed in the central office of the Section of Motor Carrier 
Safety, Bureau of Motor Carriers. The efforts of the increased field 
staff rn more than tripled the amount of inspection reports which 
the Section of Motor Carrier Safety must handle. In order to utilize 
the wealth of information developed through the various surveys and 
inspections made by the field safety force, funds are requested to 
augment the staff of the Section of Motor Carrier Safety to improve 
and speed up the processing of safety data. 

The 1959 budget provides for additional motor carrier safety 
inspectors to enforce the regulations issued pursuant to recently 
enacted legislation pertaining to safety of transportation for migratory 
workers. These additional employees are necessary to apprise trans- 
porters of migratory workers of our safety regulations and make the 
necessary investigations of alleged violations thereof. 

Minimal increases are provided for the additional workload resulting 
from the general increase in the overall activity of the Commission 
and to provide staffing for the editorial work required in connection 
with the revision of the Interstate Commerce Act Annotated. These 
—— will be assigned to activities under the Office of the Managing 

irector and Office of the Secretary. 

That is, 5 in the former instance, and 2 in the latter. 

Additional funds, other than for personal services, are requested 
as follows: 

INCREASE IN OTHER OBJECTS 


The budget provides for an increase of $178,381 for travel expenses. 
As explained in our justification, and as you know, the success of the 
Commission in the performance of its statutory duties depends in 
large measure on the adequacy of travel funds. The number of 
proceedings which this Commission is able to handle depends not 
only on the number of employees we have but also on the amount of 
funds available to send examiners into all parts of the country to hear 
cases. 

Mr. Tuomas. Mr. Commissioner, let me interrupt you at this point. 


PROVISION AGAINST ACCEPTING FREE TRANSPORTATION 


Do you have a provision in your legislative act for justification of 
free transportation? 

Mr. Freas. No; not free transportation for our employees or for 
us, either. The free transportation provision authorizes the rail- 
roads to grant free transportation to ministers and religious people 
or for charitable purposes or things of that kind. 

Mr. Tuomas. I thought the railroads granted free transportation 
to the Commissioners. 

Mr. Freas. We have the travel form—the TR, as it has been 
referred to—that we fill out. We do not pay for the transportation 
in cash, but we do pay the transportation. 

Mr. Tuomas. But that is money. 

Mr. Freas. That is money; yes, sir. The provision you are re- 
ferring to does apply in certain States. As you probably know, I was 
with the California commission for 25 years, and the railroads always 
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gave the commissioners and their staffs free transportation while I 
was there. 

Mr. Tuomas. It is bad business, and I was going to say if the 
Commission were enjoying it, you ought to give some consideration 
to abolishing such a practice. 

I remember not long ago members of another one of our agencies— 
I think it was CAB—were doing a little free flying around in air- 


planes. It is a bad practice. But the Commission does not indulge 
in that at all? 


Mr. Freas. No, sir. 

Mr. Arpata. In fact, our law has a specific prohibition against that. 

Mr. Tuomas. Well, it ought to. 

Our enforcement of the requirements of the Interstate Commerce 
Act depends on the availability of funds to permit our inspectors, 
supervisors, accountants and agents to oe inspections and investi- 
gations in their assigned territories. This increase is mainly for the 
13 additional field employees, increased level of travel for safety and 
service agents, increased number of hearings of motor carrier cases, 
and increased cost of transportation services. 

For rents and utility services, we have requested an increase of 
$22,000 for additional electronic data processing equipment. As 
already indicated, present equipment is hard pressed to keep up with 
the demand and unless improvement is made many of our plans to 
improve the statistical and informational programs will bog down. 

he 1959 budget provides for an increase of $65,000 in our printing 
funds, cf which $50,900 is to begin the revision of the Interstate Com- 
merce Act Annotated. In addition to the established need to up-date 
this valuable transportation research tool, it should be noted that 
12 of the 17 volumes are out of print and not available for purchase. 
The remainder of the increase is requested for the printing of the 
larger number of Commission decisions being rendered. 

The 1959 budget provides for the purchase of 54 passenger automo- 
biles, of which 14 are for replacement only. This represents 8 less 
automobiles than the 62 authorized for the current fiscal year. The 
40 new automobiles are for the 5 new safety inspectors provided in 
the 1959 budget and for 35 of our motor carrier field staff who have 
not been assigned automobiles and who need them. 

An increase of $25,283 is provided for gasoline, oil, maintenance, 
storage and supplies for the additional automobiles. 

The budget provides for an increase of $36,126 for office supplies 
and newspapers, and $39,390 for office equipment for replacement 
purposes and for additional employees. 

There are also provided dohall "etiereabel for communication services, 
repairs of office equipment, employee insurance premiums, and move- 
ment of household goods, all of which are related to the increased 
activity of the Commission and increased cost of these services. 

Also, our contribution to the civil service retirement fund will 
increase by $59,614. 

I am convinced that our budget estimates for 1959 are conservative 
in the light of the new responsibilities imposed upon the Commission, 
together with the ever-increasing workload in nearly all activities. 

Thank you, Mr. Chairman. 

Mr. Tuomas. That is a nice statement. 

Do any of your fellow Commissioners have anything to say, or to: 
add to your statement? 
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REORGANIZATION OF THE COMMISSION 


You have done some reorganizing in the last 12 months; have you 
not? 

Mr. Freas. Quite a little bit. 

Mr. Tuomas. What has been the result of it? 

Mr. Freas. Greater efficiency to a large extent. We expect to 
same some money, but I think primarily we are able to render a 
much better service. 

Mr. Tuomas. I cleaned these glasses four times last night trying to 
find that savings as a result of the reorganization, but I did not find 
it, Commissioner. 

With that increase in efficiency always goes a decrease in overhead; 
is that right? 

Mr. Freas. That would be true if things remained stationary, but 
there is a great deal, on the other hand, that comes along at the same 
time—— 


EFFECT OF NEW LEGISLATION ON WORKLOAD 


Mr. Tuomas. What did the House Interstate and Foreign Com- 
merce Committee do to you last year? They gave you some new 
legislation. What did that legislation do, and what did it do to 
your workload? 

SECTION 22 AGREEMENTS 


Mr. Freas. One phase of the legislation involved the filing of 
agreements. 

Mr. Tuomas. Was it 1 or 2 pieces of legislation? 

Mr. Freas. No, sir; we had several pieces of legislation. Amon 
the bigger ones was the one requiring the filing of the quotations oem 
tenders in connection with section 22 agreements. I have referred 
to that. That has very substantially increased the work in our 
Bureau of Traffic. All of those had to be filed and checked. 

Mr. Tuomas. Does this involve rate cases? What is the nature 
of the filings? 

Mr. Freas. No, sir; every time the Government enters into an 
arrangement with any carrier to transport at free or reduced rates, 
then copies of the contracts or agreements have to be filed with us, 
and they are open for public inspection. 

The volume is such that that amounts to a very sizable under- 
taking. 

Mr. Tuomas. You mean the transportation of Government prop- 
erty itself? 

Mr. Freas, That is right. 

Mr. THomas. How many exceptions to the present rates have been 
filed and how many additional employees does it take to handle them? 

What work is connected with the filing of them? It is an agreed 
proposition and it is a matter of public record when it is filed. So, 
what analysis has to be made of it? 

Mr. Freas. The main thing we had to arrange for was to get some 
kind of a uniformity so that they can be filed in a way that they can 
be used and referred to quickly. 

I mentioned that we thought originally we would get 20,000. 
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Mr. Tuomas. There are only two parties interested in it, the car- 
rier and Mr. Campbell of the General Accounting Office; is that right? 

Mr. Freas. No, sir; quite to the contrary. Mr. Cox is here, and 
he can probably tell you just who it is that comes and looks at those 
files, but the people that are interested in it more probably than the 
two you mentioned are the competing forms of transportation; and 
that, in fact, was part of the reason why we needed them listed. 

Mr. Tuomas. No one is a competitor to the Government by han- 
dling the same or similar cargo. 

Mr. Tucci. It makes public what had formerly been a secret. 

Mr. Tomas. How is that going to increase the activity of the 
Commission, or the staff? How is it going to increase the workload? 
When you file a bundle of them, they are filed, and that is it; is it not? 

Mr. Tueeue. They have to be examined and indexed. 

Mr. THomas. What is the purpose of analyzing them? 

Mr. Tueeie. The law requires it. 

Mr. THomas. Who is going to contest it? It is an agreement 
between two parties, and we presume both of them are satisfied. 

Mr. Tucan. Yes; but their competitors are not always satisfied, 
and they, maybe, will want to take a look at the manner of bidding 
of other carriers who are in competition. 

That is where they get their information. 

Mr. Tuomas. It is there for inspection, is it not? If there is any 
analysis made of it, the competitor will do his own analysis. You 
do not analyze it for him. It is there for his inspection, and he can 
put any interpretation he wants to on it. 

Mr. Cox. Mr. Chairman, we have over 20,000 motor carriers, 
and 700 railroads and allied companies, all of whom may issue section 
= ets he and we have to sort and file them so they can be 
ocated. 

Mr. Toomas. How many filings were made, Mr. Chairman? 

Mr. Freas. We thought that there would be 20,000, but based 
upon the experience in the month of January—— 

Mr. Toomas. How much do you think it will be during the year? 

Mr. Freas. We figure now between 30,000 and 50,000. That is a 
lot of work to handle. 

Mr. Tuomas. That is a lot of paper, to say the least. You are not 
going to analyze all of them; are you? 

Mr. Freas. We do not intend to make a detailed analysis of them, 
although we do intend to take a look at them. 

In the first place, the Congress has indicated very definitely that it 
expects the Commission and other parties to make a study of it. 

Mr. THomas. How many additional people? 

Mr. Cox. Two, a grade 6 and grade 4 clerk. 

Mr. Scumip. There are 2 clerks at a cost of $8,000 a year. 

Mr. Freas. I would like to add this. Congress has indicated by 
that that they are expecting us and the Department of Agriculture 
and GSA to make some kind of a study and to submit it to the Congress 
so that in considering further legislation on this they would have more 
factual data than they do now. The bill was not passed the way it 
was introduced. 

Now to try to answer your question specifically, we have as a result 
of Senate Bill 1463 (Public Law 85-50, signed by the President on 
June 13, 1957) authorizing the awards of medals of honor for acts of 
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heroism performed in connection with motor vehicle accidents on the 
Nation’s highways 

Mr. Tuomas. That is going to put a big burden on Brother Blanning 
to get those medals struck. 

Mr. Freas. No, I mention that more or less to give the complete 
picture. In commenting onthe bill we indicated that we thought 
the expense there would be nominal and we made no provision for it 
in the 1959 budget. 

The next one is Senate bill 937 (Public Law 85-99, signed by the 
President on July 11, 1957) amending section 4 of the Interstate 
Commerce Act by making it unnecessary to secure the Commission’s 
peer approval with respect to departures from the long-and-short- 

aul principle of that section in the publication on rates over circuitous 
routes equivalent to the going rates over the direct rates of the same 
type of carrier when, in the carrier’s opinion, such rates are necessary 
for competitive reasons. 

That was a relaxation of the statutory requirement enacted at our 
recommendation. 

Mr. Tuomas. We saved a little time there, did we not? 

Mr. Freas. Yes. In commenting on the bill, we indicated that 
that would produce some savings. 

Our 1959 budget reflects a reduction of $12,031 to compensate for 
that saving. 





|FILING OF ACTUAL RATE TARIFFS BY CONTRACT MOTOR CARRIERS 


Then we come to Senate bill 943 (Public Law 85-124, signed by the 
President on August 13, 1957) requiring contract carriers by motor 
vehicle to file with the Commission schedules showing their actual 
rates and charges instead of their minimum rates and charges for 
transportation services, 

In commenting on the bill we said that we thought that would cost 
us $17,500 additional annually and we have included this in the 1959 
budget, $17,500. 

Mr. Tomas. What do you base your estimate on? 

Mr. Freas. Again, we know the number of carriers that we have 
and we know the number of schedules that they file with us. They 
always had to file schedules showing minimum rates but they did not 
have to file the schedules covering all the rates. 

I take it that was the basis for making your calculations? 

Mr. Cox. That is right; approximately 3,000 schedules were filed 
during fiscal year 1957 and we estimated that it would take about 
3 tariff examiners to compare those schedules, rates in those sched- 
ules, against the contracts that are filed to see whether they are filing 
their actual rates and charges. 

Mr. Tuomas. Thank you. 

Mr. Freas. The next one is Senate bill 1492 (Public Law 85-135 
signed by the President on August 14, 1957) increasing penalties for 
violations of certain safety and other statutes administered by the 
Commission. 

There we indicated that it would not involve any cost to the Gov- 
ernment and nothing has been added. 

The next one is H. R. 3775 (Public Law 85-150, signed by the Pres- 
ident on August 16, 1957) permitting controlled or controlling stock- 
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holders of railroads undergoing voluntary reorganization under section 
‘20b of the act to register their assents to securities modification plans. 

There, again, we indicated no expense to the Government and noth- 
ing has been included. 


REVISION OF DEFINITION OF CONTRACT MOTOR CARRIERS 


The next one is Senate 1384 (Public Law 85-163, signed by the 
President on August 22, 1957) revising the definition of contract 
carrier by motor vehicle and authorizing the Commission to limit 
the person or persons and the number or class of persons for which a 
contract carrier may perform transportation services without addi- 
tional authority. 

There we indicated that in connection with the privilege of con- 
verting from contract to common carrier, that it would take 5 addi- 
tional examiners in 1959 and that the total cost would be $50,000. 
We have included $50,000 in this budget. 

Mr. Tuomas. Has your experience justified your estimate? 

Mr. Freas. Yes. 
ort Scumip. As a matter of fact, we have used more examiners than 
that. 

Mr. Corie. We underestimated the number of new proceedings 
instituted as a result of those amendments. 

Our original estimate was about 500 and it turned out that we had 
700 new proceedings. 

Where we originally estimated about 200 hearings it looks as though 
we will have at least 500 hearings. 

aa Tuomas. It looks as though you were a little bit on the low 
side? 

Mr. Corte. Yes, sir. 

Mr. Tuomas. We are about even so far, are we not? 

Mr. Freas. Not quite. 

Mr. Tuomas. Plus two then? 

Go ahead. 

Mr. Freas. Senate 1383 (Public Law 85-176, signed by the Presi- 
dent on August 28, 1957) providing that the restrictions in section 
410d of the act on the Commission’s authority in passing on applica- 
tions for freight-forwarder permits shall apply only to applications 
filed by freight forwarders controlled by common carriers subject to 
part 1 of the act. 

It was not anticipated that that would involve any expense and 
nothing is included. 

The next one is Senate 939 (Public Law 85-249, signed by the 
President on August 31, 1957) providing that copies of all section 22 
tenders and quotations for the movement of Government traffic shall 

‘be submitted to the Commission and be kept open for public inspection 

The last one is H. R. 3625 (Public Law 85-309, signed by the 
President on September 7, 1957) preventing the use of cee stock 
par values as a means of avoiding Commission jurisdiction over the 
issuance of securities by motor carriers. 

Again, no expense anticipated and nothing is included. 

Mr. Tuomas. I kept up with your statement very carefully and 


unless I am wrong, it is plus two employees. Will you settle for plus 
three? 
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Mr. Freas. No, I would not. I think you will recheck that figure. 
Mr. Tuomas. Mr. Chairman, what are some of your headaches 
now? 

CURRENT COMMISSION PROBLEMS 


Mr. Freas. We have quite a lot of them, However, it.is a little 
hard to identify them. 

Mr. Tuomas. The motor carrier business is picking up, is it not? 
That is, not the number of carriers but the total volume is picking up, 
is it not? What about your railroad busmess? 

Mr. Freas. The railroad business for a number of years has just 
about been holding its own in an absolute sense, but the railroads 
have been losing very substantially from the standpoint of the per- 
centage of available traffic that they are hauling. Trucks have been 


doing a bit better than they have. 


INTERCARRIER COMPETITIVE SITUATION 


I would say that among our very pressing problems are, one, this 
intercarrier competitive situation. We have, particularly in the 
Board of Suspension and Investigation and in Divisions 2 and 3, a 
very substantial increase in the number of cases compared to some 
years ago. When a carrier makes a move to make a rate adjustment 
frequently some other carrier either of the same form or more likely 
of a different form, opposes the rate. In more than approximately 
half of the cases those rates are not suspended because the burden is 
upon the protestant to show that there is some substantial merit to 
it. In about half of those cases, the rates are suspended and as a 
consequence pretty bitter controversy between the different modes of 
transportation results. 


DETERIORATING RAILROAD SITUATION 


Then we have the problems reflected by the hearings now going on 
before the Surface Transportation Subcommittee in the Senate, on 
the overall problems bringing about the situation being referred to 
as the ‘‘deteriorating railroad situation.” 

For a long time, and particularly since the end of the last war, the 
rail lines have come in repeatedly with requests for horizontal in- 
creases in freight rates to offset costs in materials, supplies, and 
particularly wage increases. Those have been stepped up to the point 
now so that instead of having one maybe every couple of years—— 

Mr. Tomas. Off the record a moment. 

(Discussion off the record.) 

Mr. Freas. When they get an increase it is public knowledge that 
they get it. There is usually somebody around that would like to 
have a share of that. 

ate Tuomas. There is nothing secretive about it. I did not mean 
that 

Mr. Jonas. Did you not say that the railroads uniformly have been 
doing this? Is not the Southern Railroad an exception to that? 
They protested the last increase you granted, did they not? 


Mr. Fras. The Southern Railroad and a few other carriers—not 


this very last proceeding but the one before, ex parte 206—did not go 
along with the other lines as to a large number of the increases. 
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Mr. Jonas. Was it not their position that to stimulate business and 
traffic and increased use of their facilities, the best way to do that 
would be to lower rates? 

Mr. Freas. Mr. De Butts, the president of the Railroad, made 
the statement that the railroads would not increase rates where he 
thought that would tend to price them out of the picture. 

As you suggest, they were much more reluctant to take any rate 
increases for fear that they would price themselves out of the picture. 

Mr. Jonas. They are trying to meet the competition that is taking 
a lot of their business away from them? 

Mr. Freas. That is one of their major problems. They know their 
revenue situation and they know that they need more revenue, but 
they are not always too clear where to get it. One way to get it is 
to increase rates but the effect of that is frequently to dry up traffic. 

The Commission has pointed that out in any number of proceedings 
and particularly in ex parte 206, the one to which I have referred, and 
emphatically called attention to the fact that by increasing these 
rates clear across the board the impact was different on different 
kinds of hauls. A long-haul shipper has a higher increase than a short- 
haul shipper and also that it did result in pricing the carriers out of the 
picture. It admonished the carriers that if and when they came in 
again (the record already showed that increases were agreed to but 
not in effect), that the carriers should give close consideration to that 
situation and try to approach it in a different way. They have done 
that in this last proceeding. 

Mr. Jonas. One other question. Is it your responsibility to argue 
that question with the carriers? If they prove the things that they 
must prove under the statute, you almost are compelled to grant an 
increase, are you not? 

Mr. Freas. Yes. If the carriers can show that in the terms of the 
statute, they are entitled to more money, as I see it, it is the Com- 
mission’s duty to give it to them. At the same time, | think there is 
at least some obligation on us to point out to them ways in which they 
could operate more effectively. 

Mr. Tuomas. Mr. Chairman, in spite of that sound admonition that 
the Commission gave the carriers, they were back in less than 6 months 
for another increase? 

Mr. Freas. That is what I started to refer to. 


INCREASES IN RAILROAD FREIGHT RATES SINCE 1946 


Mr. Tuomas. Put in the record the increases since 1946 granted to 
rail carriers. How many of those increases have there been, 14 or 15 
since 1945? Does anybody remember? 

Mr. Freas. I would like to furnish that, if I may, for the record. 
We will give you the exact dates. 

(The material referred to follows:) 
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The estimated overall percentage effects on freight rates of the basic increases 
authorized by the Commission, as shown in the table, assume that the same 
increases would be permitted by State authorities on intrastate traffic. In many 
instances the intrastate increases have failed in varying degrees to follow the 
upward pattern of the interstate increases. Consequently, the percentages are 
overstated to that extent. Neither do they make allowance for numerous down- 
ward readjustments of authorized rates, which were made by the rail carriers on 
specific commodities subsequent to the various general rate increases, to meet 
competitition. 

Mr. Tuomas. What is the number? Fourteen or fifteen? 

Mr. Freas. I am told 5 or 6. 

Mr. Tuomas. I thought it was more than that. 

Mr. Murpuy. Some cases were interim adjustments with a final 
report later. You might be counting that as two. 

Mr. Tuomas. Maybe that is it. 

Does anybody remember? 

Mr. Arpaia. There were six of them. 

Mr. Tuomas. Did not the carriers get together the other day and 
present opposition against another increase to the effect that perhaps 
it was time for the carriers to meet some of their problems otherwise 
than by seeking a rate increase and doing a little better job of selling, 
merchandising, and a better job of using their present equipment and 
generally reducing operating expenses? 

Mr. Freas. That suggestion was made several times. 

Mr. Tuomas. That was not the same group seeking that rate 
increase, was it? Do you have a case pending now for a rate increase? 

Mr. Freas. I would like to enlarge on that. That goes back to a 
question you asked a minute ago about their coming in and asking for 
something else before the ink was dry. 


AGREEMENT IN EX PARTE 206 CASE 


In the last proceeding, the Ex parte 206 case, the Commission 
ranted them money calculated to offset the known expenses that they 
ad up to that time in materials and wages. It did not grant them 

additional money as they had requested to improve their rate of 
return. On that record it showed that, by a labor agreement which 
was already executed, the wages would go up another 7 cents an hour 
effective November 1, 1957, and the order which came out in August, 
as I recall it, gave some effect to that increase. That was something 
known and definite, but it also showed that there were so-called escalator 
clause increases which would further increase wages. It was indicated 
then that unless we should have some immediate and substantial 
reverse, that that increase would be 4 cents, but in any event that was 
uncertain. 

Something could have happened, so the Commission did not 
recognize those increases. That was just one example. The money 
that the Commission gave them was for something known and defi- 
nite, but we pointed out in the decision that since those increases were 
definitely coming, when they materialized the carriers might file 
tariffs making further modest increases to cover them. 

They have done that, and that is what brought on this last pro- 
ceeding that we are talking about. In that proceeding the public 
had a full right to make any objections—register any protests they 
had. The Division considered the record first and then the entire 
Commission had oral argument on it. As a result the Commission 
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let most, but not all, of those increases go into effect on the date the 
carriers filed them. 

Mr. Tuomas. No one knows it any better than the Commissioners 
that this increase in transportation costs affects every pocketbook in 
every household in the country, because Mr. Jones, as is commonly 
said, pays the freight bill. 

Mr. Tueeue. I might say that during the course of the oral argu- 
ments which lasted 3 or 4 days most of the attorneys representing the 
protestants did not question the need of the railroads for additional 
revenue. In most instances they did not question merely what they 
were asking for. 

Mr. Tuomas. Do you know of anybody in this country who does 
not need additional revenue? The railroads are not by themselves. 

Mr. Tuaeate. Their protest was against putting it on a commodity 
that their client was shipping. 

You have these automatic escalator clauses when you know for a 
certainty on November 1 wages will increase upwards of $200 million. 

Mr. Tuomas. No industry has all the money it needs, but is there 
not some way for an industry to improve its condition besides running 
over to the Interstate Commerce Commission every 6 or 7 months and 
getting an increase? 

Is there any increase in efficiency and operation, any increase in 
better use of equipment that they can obtain? 


MERGER OF RAILROADS 


Mr. Arpata. When you asked the question sometime ago about 
what our current problems are, since I am the only representative 
here from the Finance Division, I would like to say that I think we 
are going to anticipate a number of consolidation applications by 
railroads. How soon they will be ready for that is hard to tell be- 
cause it takes a good deal of time to work out the details, but the 
chief purpose of that is recognition on the part of the railroads that 
they have a great deal of duplicative service, not only in lines but in 
yards and things of that nature which could be reduced. They could 
reduce administrative expenses. They could reduce some legal ex- 
penses and things of that kind through consolidations. We are also 
having an increased number of applications for mergers, transfers, 
and acquisitions by motor carriers. The reason there, also, is that 
one of their purposes is to get greater efficiency, better service, better 
utilization of terminals and things of that kind, plus the fact that 
now the old generation of single owners of motor carriers are getting 
sick, dying off, and so they look to selling. We are having that 
increased workload as a result. The obvious purpose of all such 
measures is the elimination of waste, which is one of the greatest 
curses, in my opinion, of transportation. 

Mr. Tuomas. That is a good statement. 

The railroads deserve a lot of sympathy and a lot of consideration. 
They pay taxes and some of their competitors do not pay perhaps 
as much as they do. They have to build their own stations and a 
thousand and one other things. But every time the Bureau of Labor 
Statistics comes out with an increase in the cost of living, one of the 
factors that makes that increase is transportation costs. 
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I doubt if we are in an inflationary period right now. It looks like 
a bad dose of deflation, and it looks to me as though the railroads, 
among their many problems, are going to have to get out and mer- 
chandise. 

In the old days in my section of the country the saying was that if 
the railroads spent half as much of their time trying to go out and get 
good business as they did taking people to the courthouse who were 
trying to compete with them, they would be a lot better off. 

Mr. Freas. Maybe the escalator clause will not go up, but if it 
does they will have an automatic increase. 


EXEMPTED TRANSPORTATION 


There is one other thing I would like to say. One of our foremost 
problems is to try to do what we can to assure that the country has 
an adequate transportation system by all forms, not only railroads 
and trucks. The biggest difficulty in that connection arises from the 
fact that there is a large amount of transportation that we have no 
control over. Much of that is a result of the agriculture exemptions. 
I may say in connection with the agriculture exemptions that they are 
now very much broader than we think the Congress intended when it 
enacted them. This is the result of the decisions of the Supreme Court. 
A large part of the difficulty in keeping common carriers and all for-hire 
carriers on a basis which should enable them adequately to serve the 
country, is occasioned by traffic going through unregulated channels. 


PROPRIETARY HAULS 


First, we have proprietary hauls. Nobody quarrels with that where 
it is done in a legitimate way. On proprietary hauling there is no 
excise tax, but on all for-hire hauling there is 3 percent. 

The man who has a proprietary arrangement has a 3-cent advantage 
before he turns a wheel. That is driving a lot of traffic to private 
hauling. The private hauler does not have to haul everything. He 
picks out the cream and as a result he can take the attractive traffic, 
haul that himself, and then fall back on the common carriers to haul 
what he does not want to haul himself. 


PSEUDOPRIVATE CARRIERS 


In ‘addition, there is also the pseudoprivate carrier. That involves 
a case where a man may have a legitimate load in one direction and 
then in order to fill his equipment coming back, he will take on the 
delivery of canned goods, sugar, or something else. 

Mr. Tuomas. This does not apply to truck transportation, does it? 

Mr. Freas. It is done by truck, but it takes the business away 
from all forms of common carriers, rail and truck. The so-called 
pseudoprivate carriers will go through the motions of buying the 
merchandise at one place and then selling it to somebody at the other 
place, but in many cases that merchandise was actually sold before 
the man actually picked it up. He went through the form to give it 
some color of legitimacy. 

Those things are difficult to enforce. 


22311—58— pt. 2-47 
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Mr. Tuomas. What are the main commodities hauled under those 
circumstances? Are they not principally agricultural products? 

Mr. Freas. Not under this psuedoprivate carrier arrangement. [ 
would say it is such things as salt, sugar, canned goods, and oil. 

Mr. Tuomas. A multitude of things? 

Mr. Freas. Things that move in good substantial truckload lots 
and lend themselves to that. 

Mr. Arpata. Mostly staples and things that have a ready market. 





PERISHABLE COMMODITY HAULERS 


Mr. Tuomas. Things that are not usually perishable in nature? 

Mr. Arpaia. Along those lines, I do not know whether you followed 
the.testimony before the Senate Subcommittee on Surface Trans- 
portation, but there were 2 or 3 people representing these perishable 
commodity haulers who actually asked that their services be regulated. 
If that should happen we are going to have a tremendous workload 
because they are asking for a grandfather certificate covering their 
operations and that makes tremendous problems. 

Mr. Tuomas. That guarantees that they are in, does it not? 

Mr., Arpaia. Yes. 

Mr. Tuomas. That is the main thing, is it not? 

Mr. Arpaia. It also guarantees that their rights will cover a very, 
very wide area. Usually those fellows roam all over the country. 
It will make a tremendous problem if the Senate or the House should 
follow through on that. Then we would really have to come back 
here for some money, I am afraid. It does show one thing, that the 
very conditions which the Motor Carrier Act was intended to cure are 
being ‘recreated and now exist in that segment of transportation which 
is exempt. 

Mr. THomas. That is a good statement. 

What else? What about your backlog? Where is your big backlog? 

Mr. Freas. The biggest backlog now is in operating rights as a 
result largely of those 2,600 conversion proceedings that I referred to. 


BUREAU OF SAFETY AND SERVICE 


Mr. Tuomas. You propose to establish that Bureau from where, 
three different sources? 

Mr. Freas. That is right. That was originally the Section of 
Operating Rights in the Bureau of Motor Carriers. 

Mr. Tuomas. What is the jurisdiction of the Bureau now? 

Mr. Freas. You mean of the old Bureau of Motor Carriers or the 
Section of Operating Rights? 

Mr. Tuomas. No; the new Bureau you created. 

Mr. Freas. The new Bureau, as I pointed out, handles the motor 
carrier cases that were handled in the old Section of Operating Rights. 
Tt handles a substantial number of water carrier and freight forwarders 
cases. The finance cases that were handled in that Section have 
now gone to the Bureau of Finance. 

Mr. Tuomas. What is the net result of these operations being drawn 
together? What is the net result of that? 

Mr. Freas. Improvement in our way of handling it. The cases are 
still there. They are not any more or less than the cases we had before. 
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I am not speaking now of the 2,600. Otherwise, the reorganization 
makes for more efficient handling and greater speed. 

Mr. Tuomas. Did it result in any reduction in the time required, 
employment, or what? 

Mr. Freas. We have down the time saving quite a bit. 

Mr. Txomas. Quicker service, that is the main thing. 

Mr. Freas. Quicker service and more efficient service. 

Mr. Arpaia. Those things do not show up right away. It takes 
time to work those things out. There are such things as consolidated 
itineraries, but I think one of the chief advantages of the separation 
of the Operating Rights from the Bureau of Motor Carriers is the 
functional separation of quasi-judicial aspects of our work from a 
purely administrative aspect of the work, which is part of that old 
Bureau of Motor Carriers main job. 

Mr. Scumip. Mr. Chairman, there is one thing that should be 
pointed out, the average age of pending cases has decreased from 7 
months to 64 months. 

Mr. Arpara. Those averages are sometimes deceptive. 

Mr. THomas. Anything that cuts down that backlog, or that time- 
lag—call it what you will—John Public likes. I do not know how 
you arrive at the period. It may be like my lawyer friend from 
Nacogdoches. He said that he makes up his facts as he goes along. 

Mr. Arpaia. I was going to say in connection with that separation, 
we used to have a problem, for example, due to the Administrative 
Procedure Act. When the Bureau of Motor Carriers started an in- 
vestigation and then a question of fitness arose in the application pro- 
ceedings, we would have to take that out of the Bureau of Motor 
Carriers and assign it to the Bureau of Formal Cases as it was called 
then, because otherwise you would not have separation of functions. 
That caused extra delay and it also made it necessary to assign a 
hearing examiner who was not familiar with that type of proceeding. 


TRANSPORTATION-TAX YIELD 


Mr. Jonas. I do not know whether these gentlemen have the 
answer, and perbaps I should ask somebody else, but I would like 
to know what is the transportation tax produc ng in the way of 
revenue? Do you have that? 

Mr. Freas. If I recall correctly, it is about $444 million annually 
on freight and about $222 million on passengers. All told, it. comes 
close to $700 million. 

Mr. Tuomas. That runs into money. 

Vir. Freas. It does, 

Mr. Jonas. It was a wartine tax and it ought to come off, should 
it not? 

Mr. Freas. It was a wartime tax put on in large measure to dis- 
courage travel and shipping. We do not need that discouragement 
now. 


Mr. Tuomas. The Interstate Commerce Commission has tended 
to that. 

Mr. Arpara. There is another bad feature of that tax. It costs 
the carriers money to collect it for the Government. 

Mr. Tuomas. They get it back. They got it through the Congress 
in 1941 when you folks helped them. 
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Mr. Arpaia. It was a war tax. 

Mr. Yarus. Never repealed though. 

Mr. Tuomas. In comes a bill and the Government pays for it the 
next day and the next week, if there is a little error discovered, all 
Uncle Sam has to do is to try to get it back. 

Mr. Arpata. From the point of view of the consumer, this trans- 
portation tax we are talking about—we are talking about high prices 
and the cost of living—you recognize that that tax is on every com- 
ponent of every finished article and it pyramids to a lot of money. 

Mr. Tromas. It is bound to; is it not? 

Mr. Yates. Mr. Commissioner, would not the same thing happen 
if that tax were removed that happened when the movie tax was 
removed? The price remained at the same level for admission to 
customers and did not go down even though the tax did not go to the 
Government? Would not the same thing happen here? I am not 
saying that it should not be removed, but insofar as that argument is 
concerned that the taxes apply at every level through to the finished 
product, that does not mean that the cost to the consumer will be 
reduced if the tax is removed. 

Mr. Arpata. We have all kinds of competition today in transporta- 
tion, but you have this one safety valve. Today you have private 
transportation which is growing by leaps and bounds and that sets 
the ceiling on rates. The danger of their pushing those rates up too 
high, it is possible they may try to use the same net cost to shippers 
to help themselves along, but today we do not have to fear the trans- 
portation rates are going to go out of reason because all a fellow has 
to do is to lease a truck and haul it on his own. 

The big danger in trensportation today is that the fellow who 
cannot afford that, the little shipper, is the fellow who gets stuck. 
He has to use the common carrier. The common carrier is doing less 
business than he ever did and, having to meet certain fixed costs, has 
pushed those rates up. By doing so, he finds that he loses more 
business, and then you have the beginning of a vicious circle. 


REASONABLE RATE OF RETURN 


Mr. Yares. What is the test for a reasonable rate today? Have 
you actually investigated costs? 

Mr. Arpata. The reasonableness of a rate is tested by many factors 
including what. other people can do the job for. Generally the stand- 
ards of comparison are going rates on similar commodities, or com- 
modities with the same transportation characteristics. 

Mr. Yares. Have the courts approved this new theory? 

Mr. Arpata. The law does not permit us to guarantee to those 
carriers a fixed rate of return. It is not a new theory. 

Mr. Yates. The law does not permit you to guarantee a fixed rate 
of return? 

Mr. Arpata. No. 

Mr. Yates. It permits you to establish a fair rate of return for the 
carriers, does it not? 

Mr. Arpata. No, although we do consider their rate of return in 
determining their need for revenue. 

Mr. Yates. Since when? 

Mr. Arpaia. Since 1933. 
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Mr. Yates. I was under the impression that the method of estab- 
lishing railroad rates was the same as for public utilities. 

Mr. Arpata. No. 

Mr. Tuomas. That is why we always questioned why you needed 
such a large Bureau of Valuation. 

Mr. Arpata. The valuation came before that law was changed. 

The valuation work we do now is largely with pipelines where, as 
a result of a consent decree that is outstanding, their rates are fixed 
on the current valuation. The big valuation work that the Com- 
mission did years ago on railroads is merely kept current by additions, 
substitutions, and so forth. We cut down our staff many years ago. 

Mr. Tuomas. How many years ago? 

Mr. Arpatra. It has been a progressive thing. 

Mr. Tuomas. As a matter of fact, your staff is larger this year than 
the year before last? 

TRANSPORTATION TAX 


Mr. Fras. I am told that that was in the 1930’s. 

There was a further observation I wanted to make in connection 
with Congressman Jonas’ question about the amount of money in- 
volved in this excise tax. While that is a sizable amount, there are 
a couple of other things that we should take into consideration. 
First, that tax is a business expense. Whoever stands it, unless it is a 
housewife herself that pays it and does not make an income return, 
that is one thing, but if a business pays that tax, it is deducted and the 
income tax that that concern pays is correspondingly reduced. A 
cutting out of that tax is not that much net loss to the Federal Treasury 
because it is offset by the income tax. 

The other thing that I think is very important, in addition to what 
Commissioner Arpaia pointed out, is that the tax is in large measure 
self-defeating. 

As I tried to point out here a while ago, by reason of the fact that 
the proprietary hauler, after he selects that which he wants to haul, can 
do that without paying the tax. The traffic is being shifted from 
regulated carriers over to the unregulated carriers artifically. The 
Government keeps losing that tax every time it goes to the proprietary 
hauler. If the tax were taken off, that trend would be stopped and 
we know that there would be a reversed trend going the other way. 
By taking the tax off, the Government would. not lose that amount by 
a good bit. 

Mr. Arpatra. There is an aspect to this tax business that has prob- 
ably been overlooked. The taxes on the amount of the freight bill can 
be summed up by the fact that the larger the freight bills are, the larger 
the tax. What happens? It helps dislocate industry because the 
longer the haul, the bigger the tax you have to pay. It is a percentage 
tax and the same argument that shippers give you against a percent- 


‘age increase in rates applies to the tax because the longer the haul, the 


more they are punished. 

Mr. THomas. The chairman was talking about competition. That 
is @ very accurate statement up to a certain point. You have compe- 
tition, generally speaking, between this type of transportation and 
another type, but within the area of influence of this particular carrier, 
that is not too much competition. His territory is X-amount of space 
and experience has taught him that nobody is going to move into his 
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backyard, in fixing that rate, or to use that old expression, he charges 
what the traffic will bear. 

Mr. Freas. I am not sure that I understand. You mean within 
the area of a particular rail carrier? 

Mr. Tuomas. Yes. 

Mr. Freas. No, quite to the contrary in recent vears. I cannot 
think of any traffic, rail traffic or otherwise, that is absolutely free 
from competition. 

The first thing that might occur to you would be coal, but even coal 
is being hauled substantially by truck. 

Mr. Tomas. I had a little experience not long ago that I might 
tell you about. Here is a rail carrier and here is one of these yard 
units. 

Mr. Freas. Terminal areas. 

Mr. Tuomas. He would take a car, never change it one bit, go over 
the same distance, and he would charge you $10 to handle it. Then, 
if he went 5 miles farther, he would want to charge twice that amount. 
He had no competition. That is the reason he had that figure there 
and knew it. 

Mr. Arpata. Did he have a switching charge in there? 

Mr. THomas. Perhaps. 

Mr. Arpata. Those switching charges cost money. The labor item 
is considerable. 

Mr. Txomas. It is not anything like that kind of money. 

Mr. Freas. Carriers have rates for every 1 of 13,000 articles in 
commerce and for all different circumstances. It is utterly impossible 
to make each rate to cover each individual situation, at least until 
it is brought into issue. They probably had switching charges which 
are ordinarily not related to the commodity. 

Mr. Tuomas. He was acting accordingly. 

Mr. Arpata. If they filed a complaint with us, they would have 
cured any situation that was wrong. 

Mr. Yates. In response to a question that I asked about the basis 
of your rate regulation, you indicated that competition was pretty 
much controlling; is that correct? 

Mr. Arpara. Carriers make their own rates. There is one 
thing——— 

REASONABLE RATE OF RETURN 


Mr. Yarus. Do you have the responsibility for assuring that the 
rates are reasonable? 

Mr. Arpata. Certainly. 

Mr. Yarzs. How do you know whether they are reasonable? What 
test do you use? 

Mr. Arpara. The test that we use is: What was the rate before 
and what is the rate to another point of comparable distance or for a 
comparable commodity? 

Mr. Yares. This is a freight rate you are talking about? 

Mr. Arpata. Yes, sir; we are talking about freight rates. The cost 
of the service is the basic thing. 

Mr. Yatxs. You check current expense? 

Mr. Arpata. Yes, sir. 

Mr. Yates. You make no provision for the amount invested, do 
you? 
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Mr. Arparta. We have them come into us in a general rate. case. 
In ex parte 206, they came in and said, ‘“‘We want you to guarantee 
us a rate of return,” of whatever it was, 44 or some percent. Legally, 
we cannot. 

Mr. Yates. On what? 

Mr. Arapata. On valuations, as we have it here, invested capital. 

Mr. Yates. When did that take place? 

Mr. Arpata. Only within the last year. Now, they come in every 
presentation that we make and they say, ‘“This is our rate of return. 
It is two-point-this, or three-point-that, or one-point-something. 
Some railroads do less than others, and we think we ought to get at 
least as much rate of return.” But we cannot guarantee that. We 
listen to that as a part of the picture. 

This is a different situation, when you are talking about the gen- 
eral, overall increase. There are two types of proceedings. You have 
one where the railroads come in and say they want an increase overall 
in their rates, a blanket increase. Then you have a situation where a 
particular rate only is in question. What I am talking about now is 
when you say, “How do you decide if a single rate is reasonable?” 
We take that particular rate and decide, first, what the cost is of per- 
forming the service, the type of thing, and kind of commodity. We 
also consider*the value of the commodity. You do not charge the 
same rate for transporting liquor as you do coal. There are such 
considerations, as ease of handling, fragility, damage claims, and those 
things have been established over years of time. 

You have a basis on which to go, but, normally, a carrier establishes 
his own rates. They have filings. How manv did we say, seven- 
hundred-and-some-odd schedules a year? 

Mr. Freas. 190,000. 

Mr. Arpatra. They include millions of rates. Some of those are 
protested, either by another carrier, and then it is only because it is 
too low, or protested by a shipper. The shipper usually claims that 
the rate is discriminatory as against him or unreasonably high, or 
they might come in with a formal complaint, a shipper or carrier does, 
and says, ‘ Look, this rate is wrong.’ 

We do not make a rate like a public utility does. We do not start 
in and have them come in and say that they want to charge so much 
per kilowatt or cubic foot of gas. 

Mr. Yates. The public utility comes in and, generally, the regula- 
tory agency has some idea as to the value of its investment and would 
apply a fair return to that investment in deciding whether the rate 
the utility filed was fair and reasonable? 

Mr. Arpara. That is right. 

Mr. Yaress. In 206, where you said the railroads wanted that theory 
adopted to their use, you would not be in a position to test the fairness 
of that rate, because you do not have any idea of the value of the rail- 
road’s investment, do you? 

Mr. Arpara. Yes; we do. 

Mr. Yates. Have you kept your data current? 

Mr. Arpata. Certainly. 

Mr. Yates. I thought you said that the Bureau of Valuation con- 
centrated its work on the pipelines? 

Mr. Arpata. They keep the other valuations current. When we 
started on that job, we went out and valued every piece of track, 
every culvert, every bridge, everything. 
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Mr. Tuomas. That was prohibited, as a matter of law, basing your 
rates on that. 

Mr. Tuaeuz. In a utility case, you are selling kilowatts or cubic 
feet of gas. You have practically one standard with some variations, 
but in moving commodities, you have over 13,000 different types and 

ou are moving those between thousands and thousands of points. 

here are literally several hundred thousand points in the United 
States, so you can have a different rate as between them. You can 
have hundreds of different rates between commodities, but each one 
mane be looked at by itself in comparison with the competitive 
article. 

Mr. Yates. When was the law passed which forbade you to use 
the ordinary utility method of ratemaking for railroads? 

Mr. Arpaia. Well, I wouldn’t use the word forbade. It was right 
after the First World War. You remember the Government. took 
over the railroads then gave them back and wanted to guarantee 
them a certain rate of return. In 1930 they canceled that—the recap- 
ture clause. It included another provision to protect the weak raal- 
roads, which proved to be unworkable. In 1933 Congress repealed 
the recapture clause. The act as now worded makes no reference to 
a fixed rate of return. 

Mr. Freas. I do not want to leave the impression there is a legal 
prohibition. 

Mr. Yates. I have the impression there is a legal prohibition against 
the application of a fair return method of ratemaking for railroads. 
Is that the impression you want to give? 

Mr. Arpara. We cannot guarantee a fair return. We may con- 
sider the rate of return in appraising the need for revenue, but that 
is only one test. 

Mr. Yates. A regulatory commission will say that a fair return is 
so much and it will permit the utility to charge a rate that will yield 
that. It cannot thereafter say, ‘“You will draw enough from your 
customers to guarantee that return.” 

Mr. Arpata. They will base that on the exact figures they have 
and will grant a certain increase that can yield that rate of return 
because there is a complete monopoly. The expectation can come 
close to realization. 

' Mr. Yates. The basis of the regulation of railroads was that it was 
a@ monopolistic operation in the first place, plus the fact the railroads 
had been giving discriminatory rates to some carriers. 

Mr. THomas. You did not have water carriers and buses and trucks 
then, either. 

Mr. Arpaia. But the railroads were cutting each other’s throats 
until regulation came in and teeth were put in it. There was one 
form of transportation; you sent it by railroad or you did not. 

Mr. Yates. But you still have a monopolistic operation not only 
in the railroad field but in your motor-carrier field. You do not 
permit everybody to enter the field. You say, “This carrier is to 
operate in this territory and we will not allow anybody else to come 
in.” Is that not right? 

Mr. Arpata. We generally permit two motor carriers to give service 
if the traffic is sufficient. 

Mr. Yates. You grant two and you keep the others out; so you do 
have a monopolistic situation. 
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Mr. Arpaia. Yes; if you use the word ‘‘monopoly”’ in that sense, 
but a telephone company does not have a competing telephone com- 
pany. They are the only ones there. 

Mr. Yates. Suppose you had 2 or 3? 

Mr. Arpala. Then you would never have telephone service. 

Mr. Yates. Why not? 

Mr. Arpata. Because you would have to have two telephones to 
call a person who had a a one with another phone company. 

Mr. Yates. That is true, but while the word “monopoly” means 
a single operator, in our complicated system it may mean 2 or 3. 
Just as in the automobile industry. While you have 2 or 3 automo- 
bile companies, you have a near monopoly. The others can come in 
if they can exist. You have a regulatory agency that will not allow 
another to come in and compete. 

Mr. Arpaia. We make sure they have competition. 

Mr. Yatrs. You make sure they have competition? 

Mr. Arpaia. Certainly. 

Mr. Yarers. Then I do not understand the advertisements I have 
been reading in the magazines that the railroads have been publish- 
ing; namely, that they want to get away from reguiabion and go 
back to a competitive system. 

Mr. Tuaeie. That is not it. 

Mr. Tares. Isn’t that the advertisement of the railroads? 

Mr. Tueeue. That is the advertisement, but if you will study the 
original Cullen report, monopoly was not the primary question; it 
was discrimination, rebates, and things of that nature. 

Mr. Tuomas. Unfair trade practices. 

Mr. Tueeue. That is right. 

Mr. Yates. There was the additional factor that the railroads were 
cutting each other’s throats and threatening to go out of business. I 
think the railroads were the first ones that had regulation in this 
field, and you said you would protect them so that they would not be 
hurt by the cutthroat competition. 

_Mr. Arpara. That is what we regulate today, cutthroat competi- 
tion. 


PIPELINE VALUATION WORK 


Mr. Yates. Just one question on the pipelines. In response to 
Mr. Thomas’ question I believe you said you evaluate the pipelines? 

Mr. Arpaia. Those are valuations we have to give to the Justice 
Department in order that they can control the situation under the 
consent decree. 

Mr. Yates. Is that petroleum and natural gas pipelines? 

Mr. Arpata. No; we have only liquid petroleum. There was a 
consent decree that said they are entitled to a fair rate of return on 
their investment. 

Mr, Yates. The Federal Power Commission has the duty of 
evaluating natural gas pipelines? 

Mr. Arpara. That is right. 

Mr. Yates. Why should not the Federal Power Commission have 
the duty of supervising the regulation of the other pipelines? 

Mr. Arpata. Because Congress did it the other way. 

Mr. Yates. I know Congress did it the other way, but as a practical 
matter why should not one agency supervise all pipelines? 
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Mr. Arpara. Why should not one agency regulate all? 

Mr. Minor. Natural gas is not carried by anything but pipelines 
while petroleum can be carried by other means of transportation. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 


















































LL ulation of carriers’ rates, practices, operating au- 
Gers Gib eNO. $n cc $3, 590, 523 $3, 944, 091 $4, 056, 081 
RR Sk av ttetehs 8, 364, 591 3, 904, 356 4, 118, 736 
3. Supervision and analysis of carriers’ accounting and 
statistics_........_. coded iechosayptdtpeawkbicnened 1, 986, 051 2, 239, 696 2, 318, 718 
4. Supervision and interpretation of tariffs................- 918, 425 1, 034, 720 1, 099, 946 
5. Railroad safety and car service: 
ni ware gia h ih nidcls tei 723, 119 865, 851 918, 817 
on Pe nn in ok oc ce ech eta dn cess cee 1, 229, 417 1, 363, 500 1, 405, 120 
(c) Locomotive inspection._..-_......._......-...-- 844, 066 956, 600 966, 300 
6. Defense mobilization. _.._._.............-.-.....---...- 97, 154 225, 000 225, 000 
7. Executive and advisory functions__...._........-..--.-- 913, 373 999, 391 1, 063, 326 
8. General management and administration. _..........._- 1, 189, 426 1, 216, 795 1, 327, 956 
Nn. os paieuineanenbna een 14, 856, 145 16, 750, 000 17, 500, 000 
Financing: Unobligated balance no longer available_._.......-- Gs. we etd an 
Appropriation (new obligational authority) _...........-- 14, 879, 696 16, 750, 000 | 17, 500, 000 
Object classification 
A iedsab hl tah 
1957 actual | 1958 estimtae | 1959 estimate 
‘Tétal numbér of permanent positions._.................- LJ 2, 245 2, 301 2, 364 
Full-time equivalent of all other positions............... sate 1 1 1 
Average number of all employees_-.-_-.......-.-----.-.-...---. 2, 090 2, 264 2, 320 
Number of employees at end of year. .....................-..- 2, 203 2, 255 2, 317 
Average GS grade and salary. _._...........-....-...-.---.... 8.2 $6, 019 | 8.3 $6, 046° 83 $6, 033 
01 Personal services: ky EE r pat 
Permanent positions...........-........-..-....-.--.. $12, 707, 567 | $13, 794, "29 $14, 103, 280 
Positions other than permanent_...................... 6, 247 7, 500 7, 500 
SERGE POCRUDE) BOT VION. ... «oon cn ccancceccsceneanecass 14, 828 61, 706 £2. 804 
Potel personel services... << cek coca nese secs sescce 12, 728, 642 13, 863, 726 14, 173, 674 
ee cesndeineibpeaieiinaibecgincnsndeacaded | 1, 077, 833 1, 071, 619 1, 250, 000 
oe  reennons OF GETING. 0.n 5) once mnsiebomennnn suse ctena 31, 149 23, 917 27,71 
04 Communication services_...................---.-....--... 85, 366 89, 600 | 96, 100 
Penalty mail_...._--.. ihapi lca op bbides <bbébdecab dabd 52, 298 56, 360 56, 360 
05. Rents and utility services___-- Jig ela liek tieabtel sa 61, 080 70, 500 92, 500 
06 ‘Printing and reproduction____..........----.-..-..-.----. 205, 385 190, 000 255, 000 
07 » Other contractual services.......................-..-...... 141, 333 139, 081 156, 756 
Ne en nebo de auathine owueuuliiinecam 220, 732 204, 701 255, 110 
nr ee ie es So Ln sataornutdannsanaunen 243, 528 178, 990 215, 680 
11 Grants, subsidies, and contributions..................-.-- Dok a acai 851, 906 911, 520 
13 Refunds, awards, and indemnities_.__............-.-...-- 705 1,000 1,000 
BE OS GONG, ROTOR oo ond 5 oe enn dnn apisesy- ne 8, 094 8, 600 8, 600 
Total obligations___.__- Fiala dibbhs satis otkddbeadi 14, 856, 145 16, 750, 000 17, 500, 000 
Mr. THomas. We will put page 1 in the record at this point. 
(The page referred to follows:) 
INTERSTATE COMMERCE COMMISSION 
Salaries and expenses 
| 1958 estimate | 1959 estimate 
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beets Ad tatint bend tnacetubnhtiehetebenene $16, 750,000 | $17, 500, 000 


Appropriation or estimate 
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Obligations by objects 














Object classification 1958 estimate | 1959 estimate 

Number of permanent positions: 
TIGER UMIINNB 5, HBA. 5. hock dic adnate D eee ae Ac iraia oieatiin os Givin nits canarias 1, 490 1, 540 
Pe iacsttedip signe wha diele ninccdapwanucinchtiad tine dimaay apiakgai id ee 811 824 
MOU Ee rc coca tns eee e ee ee 2, 301 2, 364 
Average number of all employees-_-_---_.-. ~~. see esas ici calla eae 2, 264 2,320 
01 Personal services.............. ns caine cis ppl beaptaiiiprsamendbenh ot icketpaii alana $13, 863, 726 $14, 173, 674 
CO TR ii ce i te oe a hid ac Bin 1, 071, 619 1, 250, 000 
@ . Trqippreeees Ce Sn no hale i ees Sele hacen n 23, 917 27,700 
Gh. . CR Ste... i cc athinh hivemcsnmeicedn eee en 89, 600 96, 100 
FT Bo ag te i ee ee 56, 360 56, 360 
05 Rents and utility services._.__..__.._.-...---.-._--- Sei AwokS Bak. is 70, 500 92, 600 
06 Printing and reproduction 190, 000 255, 000 
07 Other contractual services___...._..___- 139, 081 156, 756 
08 Supplie S and materials__ 204, 701 255, 110 
09 Equipment : 178, 990 215, 680 
11 Grants, subsidies and contributions: Contribution to retirement funds. | 851, 906 911, 520 
13 Refunds, awards, and indemmities____.......-...-----2 2-2-2 an denen 1, 000 1, 000 
15 Taxes and assessments........_...._........._...............-.... 8, 600 8, 600 





Total obligations __ 


Mr. Tuomas. As I indicated a while ago, these tables are out of 
this world. They are excellent, and the narratives are equally as 
good. 


You show an increase of $750,000, $17,500,000 in 1959 against 
$16,750,000 last year. 


INCREASE IN POSITIONS 


You are requesting 1,540 permanent departmental positions against 
1,490 last year; and 824 permanent field positions against 811 last 
year. That is an increase of 63 permanent positions, is that correct? 

Mr. Freas. That is right. Actually, we are asking for 65 addi- 


tional positions, but it is 63 when you ‘deduct the 2 we are giving up 
on the fourth section work. 


OTHER INCREASES REQUESTED 


Mr. Tuomas. Your travel cost goes up about $179,000 over last 
year. 

* Mr. Freas. Approximately. 

Mr. Tuomas. We will take a look at your printing and reproduction 
costs in a minute. I was fascinated by some of your charts here. 
When I opened up this chart, the first thing I saw was Brother Silver 
way over there, and I said, “They cannot do that to my friend.” I 
searched through all that material and there he was for ‘3 or 4 pages. 


He has 15 people over there. You are getting in the civil-defense 
business, are you not? 


Mr. Sitver. Not quite. 

Mr. Tuomas. Did I not read you were going to help them out a 
little bit in Civil Defense? 

Mr. Sittver. We have no direct connection with Civil Defense. 

Mr. Tuomas. But you have a little unit where you plan a little 
with Civil Defense, do you not? 

Mr. Sitver. We have no delegations from Civil Defense, Our 
assignments of responsibility come from ODM. 

Mr. Tuomas. It is still Civil Defense, is it not? 
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Mr. Sriver. It is related to it, but it is not civil defense. 

Mr. THomas. Well, we will talk about it later on. 

Mr. Scumip. You have relocation under civil defense. We all 
have that. 

Mr. Tuomas. I was talking about Judge Silver. We will call it 
whatever you want. 

Your organization chart is all right. Under your reorganization, 
how many new bureaus did you create? 

. Mr. Scumip. One. 

Mr. Tuomas. You call every section a bureau now, do you not? 

Mr. Scumip. No. 

Mr. Tuomas. You have 10 bureaus and how many sections? Are 
these sections on you chart independent of your bureaus? Where do 
they fit in? 

Mr. Ryan. They fit into the bureaus. We have 10 bureaus and 3 
offices and the transport mobilization staff. Some of our bureaus we 
have broken down to show the sections in the bureau. For example, 
the Bureau of Motor Carriers has four sections. 


REGIONAL OFFICES 


Mr. Tuomas. How many regional offices do you have? 

Mr. Scumiw. Thirteen. 

Mr. THomas. You have 30 employees in Boston, 56 in New York, 
42 in Philadelphia, 35 in Columbus, 28 in Atlanta, 22 in Nashville, 38 
in Chicago, 24 in Minneapolis, 42 in Kansas City, 34 in Fort Worth, 
21 in Denver, 24 in Portland, and 26 in San Francisco. 

Mr. Ryan. If I may, those are regions, with these cities being the 
regional offices. 

Mr. Tuomas. You have 13 regional offices? 

Mr. Ryan. Yes. 

Mr. Tuomas. And I believe you have 50 or 75 small offices. What 
is that number? 

Mr. Ryan. Seventy-nine other than the thirteen regional offices. 

Mr. Tuomas. And you set those out in that chart, and you have to 
have a magnifying glass to read it, do you not? Do you furnish a 
magnifying glass to read it? How many people do you have in Fargo? 
I imagine they are a little cold there today. 

Mr. Scumip. We have a district supervisor, a motor-carrier man; 
a safety inspector, a motor-carrier man; and one clerk. 

Mr. Tuomas. I am not sure if I am in Fargo or Cincinnati when I 
try to follow this line across the page. This is good information, and 
it is worth studying, so let us put it in a form so that we can digest it 
the next time. You did a good job, but put it on two sheets next year. 

Mr. Freas. I think your point is well taken. If we put a heavy 
line after each fifth line, it would be easier to follow. 
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SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. We will put pages IT, TIT, and IV in the record at this 
point. 


(The material referred to follows:) 


INTERSTATE COMMERCE COMMISSION 


JUSTIFICATION FOR APPROPRIATION FOR THE FISCAL YEAR ENDING JUNE WO, 1990 


The budget estimate for appropriation for the Interstate Commerce Commission 
for the fiscal year 1959 is $17,500,000, which represents an increase of $750,000 
over the $16,750,000 appropriated for the current fiscal year. The following 
statement shows a comparison of the appropriation for the current fiscal year, 
separated by special-activity limitations included in the 1958 appropriation act, 
with the 1959 budget request: 





| 1958 appropriation 1959 budget estimate Increase proposed 
for 1959 


fansonestpipeontnagiatifasepsindn gai 
| Positions Amount Positions Amount Positions | Amount 
| 


Railroad safety ...__.--- 














7 131 | $1,363, 500 | 131 | $1, 405,120 |... $41, 620 
Locomotive inspection..__-__. 100 956, 600 100 Seeger tet dcecck' st 9, 700 
Defense mobilization ......._- 15 225, 000 15 225, 000 | MD wisng ts 
All Ot 608i. 2555340. 00 -~ & 2, 055 | 14,204, 900 2,118 | 14, 903, 580 | 63 | 698, 680 
pepe 02) 3.2842.22 ‘ | 2,301 | 16, 750,000 | 2, 364 | 17, 500, 000 | 
i | 


oy 750, 000 


In order to provide greater flexibility in the administration of our railroad 
safety, locomotive inspection, and car service programs, the 1959 budget proposes 
the deletion of the limitation language for railroad safety and locomotive inspection 
activities included in the appropriation text for 1958. 

The proposed appropriation language for 1959 also provides for the payment 
of uniform allowances which will permit the Commission to make uniform allow- 
ances to motor carrier safety inspectors and district supervisors of a coverall type 
uniform to be utilized while on road checks for purposes of identification and to 
afford protection of the inspector’s person and elothing. 

The increase of $750,000 is for the following items: (1) $309,948 for 63 addi- 
tional positions, of which 50 are for Washington and 13 are for the field; (2) 
$178,381 is for travel expenses required for 13 additional field employees; increased 
level of travel for safety and service agents, motor carriers safety inspectors, 
district supervisors, and special agents; to conduct an increased number of hearings 
on applications of motor carriers for operating authority; and for increased trans- 
portation costs; (3) $3,783 for the movement of household goods of transferred 
employees and increased cost of transportation of shipments of supplies and 
equipment to field offices; (4) $6,500 for the increased cost of communication 
services and for the additional employees requested; (5) $22,000 for rental of 
additional computing and tabulating machines; (6) $65,000 for printing and repro- 
duction, primarily to republish the Interstate Commerce Acts Annotated; (7) 
$6,675 for repairs of office equipment and insurance premiums for the additional 
employees requested; (8) $25,283 for gasoline, oil, storage, maintenance, and 
supplies of additional automobiles; (9) $36,126 for increased cost of office supplies 
and to restore stock levels to normal requirements; (10) $39,390 for equipment 
and books for additional employees and replacement of wornout equipment; 
(11) $59,614 for agency contributions to the civil-service retirement fund; (12) a 
decrease of $2,700 is provided in the 1959 budget as a result of a lesser number of 
automobiles proposed to be purchased in 1959 than 1958. 

Described in the next several paragraphs are the more significant increases in 


personal services funds requested for fiscal year 1959, and the bases for the re~- 
quests. 
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The Commission is vitally concerned with the urgent need to reduce the time 
required to process the large volume of formal casework received. While progress 
has been made in reducing the number of pending formal proceedings and the time 
cycle required to process, further improvement is needed. Applications for motor 
carrier operating authorities have increased at a rate of about 10 percent each year 
for the past 3 years, and there is evidence to support the expectation that this 
trend will continue. In addition, effective August 22, 1957, sections 203, 209, and 
212 of the Interstate Commerce Act (Public Law 85-163) were amended to change 
the definition of ‘‘contract carrier by motor vehicle.”’ Over 2,600 contrect carriers 
presently hold permits, and it is estimated that 500 proceedings in which permits 
have been issued will he reopened as a result of the new legislation. An increese of 
10 positions and $71,491 is provided in the 1959 budget to handle the workload 
resulting from the above-referred-to amendments, to continue the progress in 
reducing the time required for disposition of formal proceedings, and to take care 
of the increasing receipts of motor carrier operating authority applications, 

In the area of enforcement, our backlog of cases is increasing rapidly, and 
presently constitutes more than | year’s work for our present staff. In addition, 
reports of violations discovered by our field staff cannot be investigated because 
we do not have enough special agents. The 1959 budget provides 12 positions 
and $82,213 to assist in reducing the backlog of cases and to provide for a more 
adequate level of enforcement. 

For some time the Commission has had insufficient personnel and equipment to 
develop, analyze, and coordinate much of the economic and operating data 
available toit. The 1959 budget provides 12 positions and $45,670 to increase the 
staffing required for the establishment of a motor carrier operating authority 
directory, process annual reports of motor carriers, and, generally, to mechanize 
and handle by electronic devices many items now handled manually. 

In order that we will be able to handle an increased motor carrier safety work- 
load due to the increased field staff of motor carrier safety inspectors; to improve 
and more frequently publish statistical and accident reports of motor carrier 
defects and accidents; and to provide for increased workload due to legislation 
pertaining to migratory workers, an increase of 9 positions and $39,425 is provided 
in the 1959 budeet. 

To assist in the examination of the tens of thousands of tariffs which are filed 
with the Commission annually, the 1959 budget provides 9 tariff examiner posi- 
tions and $36,284. Although a large proportion of the tariffs should be examined 
for conformity to published rules and clarity in order that the public will be 
properly protected, our examination is necessarily limited because only 27 tariff 
examiners are available for this purpose in the Bureau of Traffic, a number totally 
inadequate to do the job required. A tariff ordinarily becomes effective 30 days 
after it has been filed, unless Commission action to the contrary is taken. If a 
tariff is not rejected when it is filed, shippers and other interested parties can 
proceed only by complaint. This places the burden of expense and inconvenience 
on the public and the Commission to process a case in a formal manner, wlereas 
the tariff could have been corrected in the first instance. The moderate increase 
Wwe are requesting would permit checking a larger number. 

Six additional positions and $21,816 are provided in the 1959 budget to assist 
in the handling of the workload resulting from the recent amendment of section 
22 of the Interstate Commerce Act (Public Law 85-246 approved August 31, 1957), 
which requires carriers to file with the Commission all quotations and tenders 
offered under section 22, and the recent amendment of section 218 of the Inter- 
state Commerce Act (Public Law 85-124, approved August 13, 1957), which re- 

quires contract carriers to file their actual rates and charges. Conversely, the 
1959 budget reflects anticipated savings of 2 positions and $12,031 resulting from 
amendment of section 4 of the Interstate Commerce Act (Public Law 85-99, 
approved July 11, 1957). 

The remaining increase of 7 positions and $25,080 is requested for the additional 
workload resulting from the general increase in overall activity of the Commission 
and to provide staffing for the editorial work required in connection with the 
republication of the Interstate Commerce Acts Annotated. These positions will 
be assigned to the Office of the Managing Director and the Office of the Secretary. 


ACTIVITIES UNDER LIMITATION 


Mr. Tuomas. For “Railroad Safety” you ere requesting $1,405,120 
against $1,363,500 for 1958, an increase of $41,620 for 1959. 
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For “Locomotive Inspection,” you are requesting $966,300 against 
$956,600 last year, an increase of $9,700. 


For “Defense Mobilization” you are requesting the same, $225,000. 


COST OF MOTOR VEHICLE OPERATION 


I thought your gasoline and garage bill would be more than $25,000. 
What is it, 225 automobiles you have, or 226? You have 54 new cars 
and 172 old ones, 14 of which are to be traded in. What is your total 
cost of gasoline? 

Mr. Scumip. $25,283 represents the cost of gasoline, oil, storage, 
maintenance, and supplies for the 40 additional automobiles. 

Mr. Tuomas. The total is $81,000, is that right? 

Mr. Scumrp. First of all, our proposed fleet for 1959 is 226 passen- 
ger automobiles, which is an increase of 40 over the present fleet. 

Mr. THomas. You have here $61,000 for gas and oil. I said $81,000. 
Is that correct? 

Mr. Scumip. You are talking about the $61,400 there? 

Mr. Tuomas. $61,283 for gas and oil. 

Mr. Scumip. What page are you on? 

Mr. Tuomas. This figure is on page 177, $61,283 for gasoline, oil, 


and other supplies necessary for the operation of the fleet of 226 passen- 
ger automobiles. 


Mr. Scumrp. That is correct. 

Mr. Tuomas. And for equipment your estimate of $215,680 repre- 
sents an increase of $36,690 over the estimated obligations of $178,990 
for the current fiscal year, and of the $215,680 requested, $81,000 is 
for the purchase of 54 new cars. Is that right? 

Mr. Scumip. Yes, $81,000 for the purchase of 54 new cars. 


PERSONAL SERVICES 


Mr. Tuomas. Will you put this very excellent table, No. 1, in the 
record. It shows a complete breakdown of your total employment by 
bureaus, 2,301 for 1958 and in 1959 you go up to 2,364. That is an 
increase of 63. 

(The table referred to follows:) 
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Mr. Tuomas. In Motor Carriers you have 521 total positions for 
1959 against 512 last year, an increase of 9. 

Mr. Freas. That is right. 

Mr. THomas. What about Finance? 

Mr. Fruas. No increase. 

Mr. Tuomas. Seventy-eight against 78. 

Mr. Freas. That is right. — 

Mr. Tuomas. What about your Transport Economics and Statistics, 
181 against 169 last year? 
Mr. Freas. An increase of 12. 
Mr. Tuomas. And Safety and Service? 
Mr. Scumip. No change. 


SUMMARY OF OBLIGATIONS BY OBJECT AND ACTIVITY 


Mr. Tuomas. Let us put this summary table in the record. 
(The table referred to follows:) 
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Mr. Tuomas. You break it down into activities and titles. You 
have “Regulation of carriers’ rates, practices, operating authorities 
ee finance.” That is more than 1 bureau; you have about 6 bureaus 
there. 

Mr. Scumip. Which page are you on? 

Mr. Tuomas. This is page 6. Then you have “Supervision and 
analysis of carrier accounting and statistics’ and “Supervision and 
interpretation of tariffs.” Then you have “Railroad safety and car 
service” and ‘Defense mobilization” and “Executive and advisory 
functions.” 

This is by functions? 

Mr. Scumip. Yes. 

Mr. Tuomas. How do you compress all your activities and how do 
you justify these nice tables you made back there? I tried to correlate 
this with the tables and I got groggy. 

Mr. Scumip. We are having trouble with that, too. 

Mr. Tuomas, You are groggy, too? 

Mr. Scumip. Yes. We go before the Bureau of the Budget and 
request our money by activities. We have gotten so confused that 
we are going to sit with them and work it out so that the activity and 
the bureau organization will coincide. 

Mr. Tuomas. It serves no purpose, then, to put this very nice table 
in the record. 

Mr. Ryan. On page 3 we have it broken down by bureaus. 

Mr. Tuomas. That is the one I spent 30 minutes trying to figure 
out the difference between that and the following one. You have a lot 
of valuable information here. 


EXEcuUTIVE AND GENERAL MANAGEMENT ACTIVITIES 
COMMISSIONERS’ OFFICES 


Let us take a look at the Commissioners and their offices. There 
are all of you gentlemen, You have two attorneys. There is a total 
of 58 positions, the same as last year, and you are requesting a total 
of $459,112, the same as last year. 

I do not see how you gentlemen can get along with that. That 
pyre you 5 people, including yourselves in an office, and I do not see 

ow you can keep up with all that multiplicity of work with 5 people. 
Off the record. 

(Discussion off the record.) 

Mr. Tuomas, Where is the Chief Counsel? 

Mr. Scumip. He is not here. We have no increase for the General 
Counsel. 

Mr. Tuomas. Why did you not let him come over? He has only 
17 people in his shop and yet you put 2 of them over here. 

r. Scumip. These two are not a part of his staff. 

Mr. THomas. How many does your General Counsel have? 

Mr. Freas. 17. 

Mr. Tomas. That is an awfully small number for him to have. 

Mr. Arpata. We do pretty well with 17. The Department of 
Agriculture has about 500. 

Mr. Tuomas. You have about 600 if you want to count all your 
lawyers. These 17 are the people that go to the courthouse for you. 
But you have in the Commission about 500 or 600, do you not? 
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Mr. Arpara. You mean the examiners? 


Mr. Tuomas. Most of them are lawyers, with a legal background. 
Mr. Arpara. Well, include the Commissioners. 


OFFICE OF THE ManaGinG Director 


Mr. Tuomas. Put page 8 in the record. 
(The material referred to follows:) 


‘OFFICE OF THE MANAGING DrrREcTOR—MANAGING D1rEecTor’s Orrice (ACTIVITY 
No. 8 


The Managing Director manages the activities of the Interstate Commerce 
Commission to achieve the most effective and economical operations, accordi 
to the policies, purposes, and objectives of the Commission under the authority 
-of the Interstate Commerce Act, as amended, and related acts. Organizationally, 
the Managing Director is under the general supervision of the Commission, main- 
taining contact with the Commissioners through the Chairman. Assigned to the 
immediate office of the Managing Director is a small group of management 
analysts. Under the Office of the Managing Director are the Section of Admin- 


istrative Services, Budget and Fiscal Office, Personnel Office, and the Section 
of Stenography. 


Comparison of 1959 budget with 1958 appropriation 





Fiscal year Positions Personal Travel Total 
services 
Witdak on ckabh acti aithacedabhin ~bubijssdisedoa 12 $87, 577 $1, 469 $89, 046 
Pe eas ae TT 12 87, 577 1, 469 89, 046 
Increase 1959 over 1958... ...........-...- 0 0 0 0 


The 1959 budget provides 12 positions which is the same number authorized 
for the current fiscal year and are separated by categories as follows: 


Managing Director 
Deemed SON 23 Bi ncn cocina sbiade tind chaited<atiebiliieebeniinds 


1 
Assistant ta: Managing Director  u2% ~ 26. 450 Oa a ae ae 1 
TUORRORIIIEE. ch, snslana ths mic cen a wine ada ees aa ae a ills wanda iooe ae 2 

4 


Management analysts 6 
Cietme cbeibnmapher . 6 oo. 4naca 502s Si ae iaaiee obo co ones cee cccotecas 1 
Chet RE cio i bn pimari sie te dimetmmabiatialiym tapititaiin sme bite tie tential 1 

8 


The management staff of the Office of the Managing Director will continue to 
engage in activities concerned with improving administrative management and 
operations throughout the Commission. During the ensuing year, greater em- 
phasis will be placed on developing and refining work measurements and pro- 
cedures to reduce to the lowest extent possible the time required to process formal 
ee cases. Other projects will be undertaken to achieve improved results 

rom management programs already started, i. e., records disposition, paper- 
work management, greater use of electronic data processing equipment, exten- 
sion of work measurement systems to other operating areas, improved adminis- 
tration of field activities, etc. In addition, management surveys to develop the 


bases for improved operations will be conducted in a number of areas not hereto- 
fore covered. 
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Mr. Tuomas. I was looking over that chart last night to see if I 
could recognize the Director from the chart. You have all the house- 
keeping duties right outside your immediate office, do you not, Judge? 
Mr. Scumip. Yes. 
Mr. Tuomas. And this is worth repeating; it is a tremendous 
responsibility and I imagine your activities certainly take a world of 
detail work off the Commission: 


The Managing Director manages the activities of the Interstate Commerce 
Commission to achieve the most effective and economical operations, according 
to the policies, purposes, and objectives, of the Commission under the authority 
of the Interstate Commerce Act, as amended, and related acts. Organizationally, 
the Managing Director is under the general supervision of the Commission, 
maintaining contact. with the Commissioners through the Chairman. Assigned 
to the immediate Office of the Managing Director is a small group of management 
analysts. Under the Office of the Managing Director are the Section of Adminis- 
trative Services, Budget and Fiscal Office, Personnel Office, and the Section of 
Stenography. 


You leave the impression there that that is where your jurisdiction 
ends, but as a matter of fact you are over all the bureaus also? 
Mr. Scumip. In regard to administrative and operational functions; 


but in regard to quasi-judicial and quasi-legislative matters, they are 
responsible to the Commission itself. 


SECTION 





OF ADMINISTRATIVE SERVICES 


Mr. Tuomas. Let us look at the Section of Administrative Services 
of the Managing Director’s Office. He has 53 people. 


The functions of this section are to purchase and supply all equipment and 
supplies needed by the various bureaus and offices of the Commission to direct 
work in connection with securing garage space for automobiles assigned to the 
field force; to handle problems of space management and utilization; to handle all 
repairs to equipment, and to handle printing, reproduction, and duplicating. 
The Commission’s telephone exchange and maintenance of all telephones are 
under the supervision of this section. 


I guess he has his hands full. 


OFFICE OF THE SECRETARY 


In the Office of the Secretary you have 18 positions, the same as 
last year. Put page 19 in the record. 
(The material referred to follows:) 


OFFICE OF THE SECRETARY 


The Office of the Secretary consists of the Commission’s Secretary and his 
office, and the Sections of Dockets, Mails and Files, and Reference Services. 
The latter Section, among other things, is responsible for publication of the bound 
volumes of Commission reports and the Interstate Commeree Acts Annotated. 


SECRETARY'S OFFICE (ACTIVITY NO. 7) 


Through this Office the Commission, divisions, individual Commissioners, 
and boards of employees make their quasi-judicial and quasi-legislative pronounce- 
ments. Information and public-relations programs relating to the Commission’s 
quasi-judicial and quasi-legislative work are handled by this Office. Certification 
of copies of, or extracts from, any records filed with the Commission under the 
Commission’s seal for use in judicial proceedings and for other purposes are 
prepared in this Office. Other duties include preparation of the Commission’s 
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official minutes; examination and recordation ‘of. applications for admission to 
ractice before the Commission; and recordation of enrollment of practitioners. 
n addition, there.is a variety of special.duties assigned to this Office from time 
to time by the Commission.as occasions arise; and, by reason of his long and varied 
experience within the Commission, the Secretary personally is called upon for 
advice respecting a wide diversity of current problems. 


Comparison of 1959 budget with 1958 appropriation | . 


Fiscal year Positions Personal Travel Total 
services 
EES A citi connntabsihic due ight aie adie 18 $97, 001 $1, 527 $98, 528 
SSE ee ee 18 97, 001 1, 527 98, 528 
Increase 1959 over 1958. .............-.--- 0 0 0 0 





The 18 positions provided in the 1959 budget for this Office, which are the 
same as authorized for 1958, are separated by categories as follows: : 


Seeretary and Assistant Secretary 
ASBIBTENT. CO DOETOUREY conte inane sin btn stere-Selb 403.heent Oded ee aden hbet ese 
Administrative assistant 

Information specialists 
Minute clerk 
BONwOtery. ODE Gerad». .. vin ncl4 nn bn ntecinds indie n~hbine wekimed cian 
PAGING 200 2 ir tETs cn neae ster Gibiates E trance dhe aii 


ee ee ee a a a ee a ee ee te ee 


ee ee ee eee ee ee ee 


Mr. THomas. You cannot operate without the Secretary, can you? 
Mr. Scumip. No. 


Mr. Tuomas (reading): 


The Office of the Secretary consists of the Commission’s Secretary and his office 
and the Sections of Dockets, Mails and Files, and Reference Services. 


Mr. Scumip. That is right. 


Mr. Tuomas. Where is the Secretary? 
Mr. McCoy. Here. 


Mr. Tomas. You do not let the Commission have any dull 
moments, do you? 


Mr. Arpata. He is also our public relations officer to the extent 
we have one. 
SECTION OF DOCKETS 


Mr. Tuomas. Put page 20 in the record. 
(The page referred to follows:) 


OrFicE oF THE Secretary (Activity No. 1) 


This Section is engaged in examining, docketing, and recording all com- 
plaints, answers, petitions, applications, motions, and other formal papers 
offered for filing with the Commission; conducting correspondence relating to 
pleading and practice; and preparing itineraries of hearings throughout the 
country and oral argument calendars. All service of decisions, rules, orders, 
notices, and other processes by regular mail, registered mail, or personal service 
upon designated agents of carriers, according to the requirements of the law is 
performed by this Section. Transcripts of hearings and arguments, including all 
exhibits filed in connection therewith previous to payment. therefor by the Com- 
mission are checked. This Section is also responsible for the recordation of instru- 
ments and for maintaining an index of such instruments filed under regulations 
prescribed by the Commission under section 20c of the act. 


ae mm nae mene 
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Comparison of 1959 budget with 1958 appropriation 


Fiscal year Positions —— serv- Travel Total 
ices 
Bisctscensess SEES oie ng tatk bndaietne tease eau 93 $336, 603 $550 $337, 153 
ied hs bb denichitiddnotunbcbencdghaie~all 93 336, 603 550 337, 153 
Increase 1959 over 1958. _................- 0 0 0 0 


The 93 positions provided in the 1959 budget for this Section are separated by 
categories-as-foHows: 
Chief and Assistant Chief____-__-__- : tela ~ ch- Charade 
Clerks and docket clerks Pash ; 51 





nO a8 O55 ot 35 a wane ddedwiscdwesesnel 25 
OR co waddcovehiamktsien dduephes 4 estes ttenasewatwa 7 
ei. iti diinin <cucth.anwtaab Abibineenok auieiresiekdcue- ¥ ‘ 8 

Totals FY os 2s 2 Le en ee ore cee eek ere eo ewe 93 


The 1959 budget provides 93 positions for this Section which is the same as the 
number of positions authorized for the current fiscal year. 

The matter of timely service of the numerous reports, orders, notices and other 
documents handled by this Section has been of much concern to the Commission. 
During the last two fiscal years, with the adoption of improved methods and 
procedures, together with additional personnel authorized it has been possible 
to reduce service time by an average of 2 days per proceeding. The improve- 
ment was achieved notwithstanding a substantial increase in the number of 
matters required to be handled. Further increases in matters to be handled are 
anticipated for 1959. 


OFFICE OF THE GENERAL COUNSEL 


Mr. THomas. Here is the Office of the General Counsel. Tell the 
General Counsel we missed him. He has only 17 positions. I wonder 
if he could spare one this year? 

The major function of this Office is defending in the district courts and the 
United States Supreme Court the Commission’s orders issued pursuant to the 
four parts of the Interstate Commerce Act and related acts. It also prepares 
memorandums on legal questions arising in Commission proceedings, its general 
work, acts in an advisory capacity to the Commission on legal questions— 


what are the two lawyers doing up there? 
and represents the Commission in intergovernmental matters. 


Mr. Scumip. Those other two lawyers work with the Commission 
on legislation, the.two that are assigned to the Chairman’s Office of 
the Commission. 

TRANSPORT MOBILIZATION STAFF 


Mr. Tuomas. Put page 33 in the record. 
(The page referred to follows:) 


Transport Mosiiization Starr (Activity No. 6) 


This activity provides for functions to be performed within the Commission 
under delegations from the Director of Office of Defense Mobilization to the Com- 
mission to be administered by the Commissioner in charge of car service activities. 

The 15 positions provided in the 1959 budget for this staff are separated by 
categories as follows: 








Chief mobilization planning: 2... ....<seesiidileds org well -.asasesc liv 1 
Deputy chief mobilization planning..___........---.-..-----.------------ 1 
Transport mobilization planning specialist 1 
Industrial security specialist 1 
Bobi dithawe anelyeGili 8us. Je JURE Mic aa LW 8 AUR 1 
Mobilization planning assistants. ...........2...-...-2--2-- +e nneeee ° 

1 

5 


Transportation specialist 
Administrative assistant 


The 1959 budget provides for 15 positions for this staff and for a total of 
$225,000. These are the same positions and the amount is the same as was in- 
cluded in the 1958 appropriation act. 

The following statement indicates the current activities of this staff by programs. 
The first program relates to the activities within the Commission which will 
provide for continuation of essential functions of the Commission during any 
emergency period. The second item relates to the program for enlargement and 
maintenance of a national executive reserve made up of top men in industry who 
would be available, upon call, to assume responsible executive positions in govern- 
ment if an emergency situation made such action desirable. The remaining pro- 
grams listed were effectively begun during fiscal year 1958 and in accordance with 
prior planning will be continued in fiscal year 1959. 


1958 1959 
Programs aia 
Positions Amounts Positions Amounts 
1. Transport Mobilization Staff functions___--- 10 $103, 018 10 $103, 018 
Comemibants: (6.7, B. @.aides- ad6d- cba aniiicass dacee-<wse 9, 500 |..-..- sete Selene 9, 500 
2. Executive reserve program. ___.___..........]...-.-..-.---- i Gee o.oo 33, 600 
3. Traffic detour and rerouting plans.__.__._.__}_- J abnedank te 40, 882 }__... sGasiod 40, 882 
4. Bomb damage assessment program. .._...__- 3 19, 670 3 19, 670 
5. Facilities protection and industry security 
program .__.._. Lode woe bed deat shee siento 2 18, 33 2 18, 330 
Total 


hebabeibhldsdlnats amibeidbcbinh wlth 15 225, 000 15 225, 000 





POSITIONS 


Mr. THomas. You have 15 positions in the Transport Mobilization 
Staff. You have a chief mobilization planning; 1 deputy chief 
mobilization planning; 1 transport mobilization planning specialist ; 
1 industrial security specialist; 1 bomb damage analyst; 3 mobiliza- 
tion planning assistants; 1 transportation specialist; 1 administrative 
assistant; and 5 clerical and stenographic. 

The 1959 budget provides for 15 positions for this staff and for 
a total of $225,000. 


FUNCTION OF THE STAFF 


What all do they do, Judge, this Transport Mobilization Staff? 
What plans did you make in 1958 that you did not have in 1957? 
You have supply and requirements estimates for mobilization. You 
had that 3 years ago, did you not? 

Mr. Stiver. Since I was here last, two things have happened in 
connection with our work. One is that all the work we have done in 
the past, and what we thought was about 80 percent complete—— 

Mr. THomas. Just as soon as you get through planning, throw 
your plans out the window and start some new ones? 

Mr. Sitver. I think the technological developments in the missile 
field have changed a lot of concepts. 
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Mr. Tuomas. You are right there. 

Mr. Strver. And some of the things we have been working on for 
years, we actually had to throw out the window. 

Mr. Tuomas. Are you really a part of the Interstate Commerce 
Commission, or do you belong in the Office of Defense Mobilization? 

Mr. Stiver. We are actually performing an ODM function under 
delegation to the Commission. The reason is that the people in the 
Commission, being in daily touch with the carriers, we think are in a 
better position to perform this function of planning for operation of 
domestic transportation in time of national emergency than any 
other agency. I think we can do a better job within the ICC than 
was done in NSRB, for instance. The climate is better. 

Mr. Tuomas. You threw the old plans out the window. What are 
you doing now? 

Mr. Strver. There is a program for decentralization of all planning. 
The problem of our ability to maintain a national system of trans- 
portation in the event of an emergency would be seriously affected, 
especially in the early stages, and we must work toward the develop- 
ment of plans and procedures for application at local, State, and re- 
gional levels which would aid in the reestablishment of a national 
system of transportation. 


EXECUTIVE RESERVE PROGRAM 


We also have established for the first time a National Defense 
Executive Reserve, which was authorized by the 1955 amendments 
to the Defense Production Act of 1950. That involves the selection 
and training of people of executive ability to fill executive positions in 
time of a national emergency. 

Mr. Tuomas. That is over in the Department of Commerce. You 
are not moving in with those people? 

Mr. Sttver. No. This is notin Commerce. This is in the area of 
domestic transportation. Within the area of our responsibility; 
namely, domestic transportation, storage, and port facilities, we are 
recruiting and training reservists. 

Mr. Tuomas. How many people did you train the first 6 months of 
this year? 

Mr. Stiver. Thirty-nine. That is during the last 6 months of last 
year. 

Mr. THomas, What kind of training did you give them and how 
long and where did you find them? 

Mr. Siiver. It is a slow process because we have been trying to 
find men who 

Mr. Tuomas. Good men are hard to find. Where did you find these? 

Mr. Stiver. Some from railroads, some from the trucking industry, 
and some from the other industries within the orbit of our respon- 
sibility. 

Mr. THomas. How long did you train them? 

Mr. Stiver. First we gave them a 2-day indoctrination training in 
Washington. 

Mr. Tomas. That is rather intensive training you give them. 

Mr. Sitver. Then the next. step was during Operation Alert in 
1957, when we took them to the relocation site. We had them in 
training for a total of 5 days combinmg Washington and the relocation 
site. 
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Mr. Tuomas. What did that cost you? 

Mr. Stiver. That cost us about $300 per reservist above the cost 
of securing security clearance. That now runs $295. 

Mr. Tuomas. We got a better price than that. I think we got it 
down to $260. So it cost you about $600 for each of these reservists? 

Mr. Sttver. We have in process now 33 more. By the end of this 
fiscal year our objective is to have 100 reservists. 

Mr. Tomas. How do you pick out 35 or 40 people from good com- 
petent people all over the country in the railroad business willing to 
take that trip? It is interesting and enjoyable and instructive too, 
I guess. 

Mr. Strver. We have gotten very good men. 

Mr. Tuomas. But what method do you use to pick out 35 men? 

Mr. Strver. We receive recommendations from the National De- 
fense Transport Association; the Association of American Railroads; 
American Transit Association; National Warehousing and Storage 
Association; American Association of Port Authorities; and others. 


Bureav or Accounts, Cost Finpinc AND VALUATION 


Mr. Tuomas. Let us put page 38 in the record, 
(The page referred to follows:) 


Bureau oF Accounts, Cost FINDING, AND VALUATION (Activity No, 8) 


The principal functions of this Bureau are to (1) formulate and preseribe 
uniform systems of accounts for all types of carriers and freight forwarders subject 
to the Interstate Commerce Act; (2) police the accounts of such carriers and 
freight forwarders to ascertain that they conform to the prescribed accounting 
regulations; (3) analyze annual reports and other data submitted by carriers 
for the purpose of prescribing specific depreciation rates to be used by steam rail- 
roads, pipelines, and water carriers; (4) prepare studies and analyses of the cost 
and revenue of transportation services of the various types of carriers subject to 
the jurisdiction of the Commission and to participate in cases before the Com- 
mission involving costs; (5) police the annual reports of physical property changes 
prepared by railroads and pipeline carriers; (6) keep current the inventories, 
original cost, and land values of railroad and pipeline properties; (7) determine 
appropriate service lives for use in developing cost of reproduction less deprecia- 
tion; and (8) develop elements of value and other pertinent material for considera- 
tion by the Commission and its bureaus in (a) the determination of reasonable 
rates, charges and divisions thereof, (b) passing upon reorganization plans, (c) 
prescribing depreciation rates and reserves, (d) prescribing original cost for use 
in setting up new investment accounts after reorganizations and mergers, (e) pre- 
paring annual final value reports on pipelines, and (f) preparing cost of service 
studies. 


Comparison 1959 budget with 1958 appropriation 














| 
Fiseal year Positions Personal Travel Total 
services 
I tcisthicect aapilie semen ti des : | 175 $1, 131, 279 | $91, 149 $1, 222, 428 
SOG otc the dnt abi basscnncccenteuge 175 1, 131, 279 89, 185 | 1, 220, 464 
itil ieee nineeete itera eae mead 
Increase 1959 over 1958_....-.- | 


0 | 0 | 1, 964 | 1, 964 
t i 





An increase of $1,964 is requested for travel expenses to provide for increased 
costs of common-carrier transportation and increased mileage allowances. 

Mr. Toomas. For the Bureau of Accounts, Cost Finding, and 
Valuation you want 175 people, the same as last year, at a personal 
service cost of $1,131,279, the same as last year. Your travel cost has 
an increase of $1,964 over last year. 


| 
| 
| 
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UNIFORM SYSTEM OF ACCOUNTS 
What does this Bureau do: 


The principal functions of this bureau are to (1) formulate and prescribe uni- 
form systems of accounts for all types of carriers and freight forwarders subject 


to the Interstate Commerce Act. 

What are those accounts going to indicate? 

Mr. Emxen. In order to get financial reporting you have to have 
some kind of a base for it. All the Commission’s rate and finance 
work, practically everything we do outside of safety, is dependent on 
financial reports, and we have to have uniform systems of accounts 
to give us uniform information. 

Mr. THomas. You do not care how much money a trucker makes; 
do you? 

Mr. Emxen. No; I do not think we do. 

Mr. Tuomas. There is no limitation on what he makes. What is 
the good of this? 

Mr. EmKen. You were having a nice discussion of that a while 
ago when you closed it off about ratemaking, and so forth. 

Mr. Tuomas. We did not close it off. You just cannot let these 
good discussions go on forever, Judge. We want to get you home for 
dinner tonight. 

Mr. Freas. The Bureau of Accounts determines what the facts 
are by getting the records in such a way we can get the information 
from them. 

Mr. THomas. You have a big bureau here and you collect a lot of 
statistical information. You require each of these carriers to send 
you an audit of all their accounts how often? Once or twice a year? 
And what good is it? 

Mr. Emxen. We merely lay the base for that. The reports come 
to the Bureau of Transport Economics and Statistics. 

Mr. Tao as. You have 175 positions. You are not adding to that, 
are you? 

r. EmMxken. Seriously, that is only one small part of our work. 

Mr. Tuomas. Tell us the rest of it. 

Mr. Emxen. We have to have men in the field looking at the car- 
riers’ records to see if they are complying with our rules. That is a 
small staff of 60 people. Then we have the valuation activity. We 
have an activity of cost finding, to give the Commission information. 

Mr. Tuomas. You just check the rates? 

Mr. Emxen. We give the Commission information to do it. 

Mr. Tuomas. You have another bureau that deals with the rates. 

Mr. Emxen. No; the other bureau deals with the tariffs. The Com- 
mission itself deals with the rates. We have examiners that hold 
hearings. The Commission decides the rates where they are in con- 
wae 

Mr. Tuomas. What do you do in connection with the rates? 

Mr. Emxen. We give them cost data and information. 

Mr. Tuomas. To see if they are reasonable and just? 

Mr. Emxken. No. We just give them figures on cost. The reason- 
able and just part of it comes in from the Bureau of Rates and 
Practices. 

Mr. THomas. Another bureau? 
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Mr. Freas. We talked a while ago about the intensity of the 
competitive situation we have. Truckers sometimes want their rates 
to be just sufficient to keep their trucks busy, and they go down to 
any level that will enable them to do that. Maybe another truck 
carrier or a rail carrier will protest those rates. It is up to us to 
determine the reasonableness of the rate from the standpoint of cost. 
If the rates would not return at least their out-of-pocket cost, they 
are automatically suspended. 

Mr. Tuomas. In other words, you want to save him from himself, 
too? 

Mr. Freas. That is one thing that happens, but that is incidental. 
It is not save him from himself, but to keep a transportation system 
for the country. That cost-finding work, I think is among our most 
important work, and I think it grows as time goes on. 


SECTION OF VALUATION 


Mr. Tuomas. How about your valuation? How many people do 
you have in valuation? You have on your table here 42 for valuation, 
and in your Section of Field Service, 79; and in your Section of Cost 
Finding you have only 30. What do the 42 in the Section of Valuation 
do? Put the table at the top of page 39 in the record. : 

(The table referred to follows:) 





Requested, 

1959 
Deen 6 ONO caaactladehid is foes SORES EOE eet il 
Sestion of Anggudtite . o63 S SSL OS. a Seu ok Sa 13 
Gevtion of: Coat Piadiie i bi oo Bos sree cage Tyee re pat 30 
Geowon oF Valuaet Soi bs Ee oT Sigs tas’ dy) Bot aera Bie 42 
Speton Of Piraie wervece. si eel A be ao eee 179 
"DOU: sie i ae 8 eS eh De ee deh Soe 175 


1 Excludes 16 positions and the statistical functions involved in the examination of motor carrier annual 
reports, which were transferred to Bureau of Transport Economics and Statistics. 


Mr. Freas. How many of those 42 people in the Section of Valua- 
tion are on pipeline work, and how many on other valuation work? 

Mr. EmxKeEn. I cannot tell you that, because they all work on both 
things. The majority of that work is on pipeline, since we are getting 
out valuation reports on some 80 pipeline companies every year. 


UNIFORM SYSTEM OF ACCOUNTS 


Mr. Arpaia. In connection with that uniform system of accounts, 
of course, if each carrier kept his books his own way you would never 
know what costs are allocated to what service, if some treated mainte- 
nance, terminal charges, administrative expense differently; they 
all have to follow the same rule or, otherwise, you would have a very 
distorted picture. 

Mr. Evins. How successful have you been in getting these various 
types of carriers to adopt uniform accounting methods? 

Mr. Tuomas. It is mandatory, is it not? 

Mr. Evins. Yes. How successful have you been? 

Mr. Emxen. Our uniform system of accounts is a classification of 
expenditures. Our main purpose is to see that operating expenses are 
not charged with something that should be put in the investment 
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account. Then we go down the line and classify expenditures as to 
maintenance, overhead, and so forth. 

Mr. Evins. Over the years, you have had various carriers adopting 
your methods. Has the ICC been fully successful in getting carriers 
to adopt your accounting recommendations? 

Mr. Emxen. It is not a voluntary proposition. They are required 
to do it. If they do not do it, they can be prosecuted 

Mr. Evins. Now, all you have to do is make a cursory check to see 
if their books are in order, so that you are not doing as much work now 
as you did initially in this field? 

Mr. Emxen. In the field, no. .A few years ago we had 200 men in 
the field to check railroads and water carriers, and now we are doing 
the work, including motor carriers, with 65. ‘The work is about the 
same, if you consider the same number of carriers. Of course, since 
1938 we have had motor carriers added onto the work, so that it has 
increased the workload tremendously. 


MOTOR CARRIER ANNUAL REPORTS 


Mr. Tuomas. Will you put the table and the first big paragraph on 
page 54 in the record, and the top of page 55. 
(The material referred to follows:) 


Meter carrier annual nepere! 














| 

| Work units handled, | Estimates for 

| fiscal years— fiscal years— 
eh ies wantin 
aad 1955 | 1956 | 1957 | = 1968 | 1959 





Annual reports— 





On hand at beginning of year.................-..-.-.....-. | 2,393 | 2,234] 2,784| 2,871 2, 971 
NS I octane edigpqeanin pen aniingranmtedie 2,836 | 3,022! 3,107 | 3,246 3, 300 
Disposed of during year. ......--.............-.. meaner 2,995 | 2,472 3, 020 a 3, 146 3, 200 

On hand UN a ee ead 2,234 | 2, | 2871! 2,971! 3,071 


The reports filed seasonably by motor carriers reflecting their financial condi- 
tion, earnings record, and other pertinent data with regard to their business 
activities and operations provide the Commission with information essential to 
the performance of its regulatory functions, most particularly supervision of motor- 
carrier accounting. These reports also supply a critical need on the part of other 
Federal and State agencies, transportation companies, labor organizations, 
shippers, banks, insurance agencies, investors, and others for reliable information 
as to the affairs, finances, and operations of individual motor carriers as well as 
the industry asa whole. As one example, the income statements, operating ratios, 
and operating statistics appearing in these reports are used extensively in rate and 
revenue cases brought before the Commission for decision; moenifestly, uncer- 
tainty and suspicion regarding the reliability of unverified information would 
greatly undermine confidence in the entire basis upon which rate regulation 
rests. 


Field 
At the present time, there are 4,259 transportation companies with gross reve- 


nues aggregating about $19 billion annually subject to accounting regulations 
grouped as follows: 


RT NT a, a IE al ce en tance alee ech: Rew tir one 1) u 3, 246 
ReErOees Bnd Gilied Companies 1h. oo. o_o. - enn a no.45< see cdk~ <p nkt~ 722 
Ng oe lo ela nk ee a in ce ee Dae ee EN a ins Set Beg 146 
Pipelines DULG UE SE iS 1 PELE ESO SPER OU I Ms . 0 5 Fd 82 
Freight forwarders 43 duht one Obst eakekEid-cieds url) - .eeiwiib 63 

UR co Sota cs nse kms uae Gk & Srugsa nites Wea seT e De WR MAGNA aoa Sat i cael 4, 259 


1 Includes stockyards, express, sleeping car, and railroad holding companies. 
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The following table shows by type of carrier the actual number of examinations 
conducted by field accountants during the fiscal years 1955, 1956, and 1957, 
estimates of those to be made in the fiscal years 1958 and 1959: 





Actual Estimates 
1956 | 1957 | 1958 | 1959 
I oo cecerrr-wteae-Siencental= Sutvchciccasteceas 238| 169|  177| 200 200 
NEUSE GNU ens sn 5 dn da cbc ddebo ema dndebedcenne 707 816 | 752 900 900 
OtRneR GEOR. 0 vn ooo icine ns 3 ig igi bb Rede aad 160 90 | 93 125 125 


Bureau or FINANCE 


Mr. Tuomas. Now, let us take a look at your Bureau of Finance. 
At this point in the record we will msert page 61 of the justifications. 
(The page referred to follows:) 


BurReEAv OF Finance (Activity No. 1) 


The principal functions of this Bureau are the analysis of applications filed by 
carriers and individuals, and the preparation of decisions involving proceedings 
for certificates of convenience and necessity, permitting construction, extension, 
acquisition, or operation of lines of railroad; or for abandonment of lines of rail- 
road or the operation thereof; for approval and authorization of poolings by motor 
and water carriers; for authority to consolidate or merge the properties or fran- 
chises of two or more carriers subject to the act, or to purchase, lease, or contract 
to operate the properties of such a carrier, or for acquisition of control through 
ownership of stock or otherwise, or for acquisition of trackage rights or joint owner- 
ship in or joint use of any railroad line owned or operated by any other such carrier, 
and terminals incidental thereto; for authority to rail and motor carriers to issue 
securities or to assume obligation and liability with respect to the securities of 
others, or to sell securities without competitive bidding; for authority to alter or 
modify any provisions of any class of securities, or the instruments pursuant to 
which they may have been issued; for authority to hold the positions of officer or 
director of more than one carrier; for temporary approval to operate by a water 
or motor carrier pending determination of an application under section 5 for 
authority to consolidate, merge, etc.; for authority to transfer certificates and per- 
mits to operate as a motor or water carrier and freight forwarder; under section 77 
of the Bankruptcy Act, for the approval of plans of reorganization of railroac's, 
ratification of trustees, approval of protective committees, allowances of compe n- 
sation and expenses, and related matters; under chapter X of the same act relatiie 
to plans or reorganization of carriers and corporations. 


Comparison of 1959 budget with 1958 appropriation 


Fiscal year | Positions | Personal | Travel 











| Total 
Services 
— —_—— —$$— = | } 
ees) Se Tee Ae 1 a eer 78 $608, 832 $8, 700 | $617, 532 
OEE. :dammeraie dare ee i eee 78 o06, O03 7, 723 | 616, 555 
Increase 1959 over 1958. ............-.---- 0 0} + 7 | 4-977 


An increase of $977 is requested for travel expenses to provide for the conduct 
of additional hearings and increased transportation costs. 


Mr. Tuomas. I note you have 78 employees this year, as against the 
same number last year, at a cost of $617,532. 


You also have for the item of “Travel” the sum of $8,700. 
You state: 
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The principal functions of this Bureau are the analysis of applications filed by 
carriers and individuals, and the preparation of decisions involving proceedings for 
certificates of convenience and necessity, permitting construction, extension, 
acquisition, or operation of lines of railroads * * *. 

What about the abandoned ones? That is qute a headache this 
day and time, also; is it not? 

r. Arpara. It is a headache down’ in Texas. 

We have had 3 or 4 applications for abandonment down there. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


BUDGETED POSITIONS 


Mr. Tuomas. We will insert at this point in the record the top of 
page 62 of the justifications. 
(The matter referred to follows:) 


The 78 positions provided in the 1959 budget for this section are separated by 
categories as follows: 


eh dada HOUSE Cah ede 4s ees ose ene 1 
renee Ween sk se See eS ES ot Ue i Se 23 
Peery Cervener 9U 220 S08 BED eeu ts soda eeu bas 26 
eerene emeete sk SO, Ee ERTL SU a SU LU ak 1 
ern Seb. BOO, .Luse lou Jaw Jesus Jee 1 
Aamenere. 2 eS CoS Aa AB OOS Bi Su Ue eS 5 
Clerks, stenographer and messenger_____..........--....----.-------- 21 

be ee h 59 0) au 2h ots eh Dee A IN Lk 78 


WORKLOAD DATA 


Mr. Tuomas. We will also insert in the record at this point the 
workload sheet for the Bureau of Finance, which appears at page 64 of 
the justifications. 

(The page referred to follows:) 


Bureau of Finance—Summary of workload statistics ' 














Actual Estimates 
1955 1956 1957 1958 1959 
Applications: 
On hand beginning of year - -._............-..--.-....---.. 726 616 2 598 551 553 
Received during: year .............-...-.....-.-.-.-.......] 2,079 | 2,063 | 1,974] 2.140 2, 150 
RET OU OU in pen ndnndacconedspedgucas-cone 2,189 | 1,954 | 2,045] 2,138 2, 138 
a Perino) nn inehiendinn seh eucccardss buns shee 616 725 3551 553 565 
Petitions: 
On hand beginning of year- --..........-....---.--.----..- 99 171 151 90 72 
UR WTTEEN SOUS Shiki kc hans cob eb cwownskaccdecescs 548 512 612 57% 573 
ee as, 5 sina quimboedondnsececeuam 476 532 673 591 584 
Se een nimeeinnouone 171 151 | 90 72 | 61 
Total applications and petitions: | j 
On hand beginning of year. --.......-.-. cbacthdiviisigrielstidhas-a niet 825 787 2749 641 625 
TROON VO TENE FOOE coo co isc cece cancescwsscccecceccectes 2, 627 2, 575 2, 586 2,713 2, 723 
Disposed of during year... -.....-..-.-.........-.........-.| 2,665 2,486 | 2,718 | 2,729 2, 722 
Pending end of year. .........-....-..-..-.....-.--.... — 787 76 * 641 625 626 
1 The agar shown in the table do not include cases under secs. 3 (5), 5 (1), 5 (7), 312, 410 (g), 2Cb of the 
Interstate Commerce Act, and sec. 77 of the Bankruptcy Act, of which in 1957 there were 12 received, 14 


disposed of, and 13 pending at the end of the year. 
2 Excludes 127 unconsummated cases under sec. 212b which had erroneously been counted as pending. 
? Includes 24 cases pending at end of year for which figures were not previously available, 
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Mr. Tuomas. Who heads up a Bureau of Finance this year? 

Mr. Freas. Mr. Baker. 

Mr. Tuomas. That is quite an important activity; is it not? 

Mr. Freas. Yes, sir; it certainly is. 

Mr. Tuomas. Take, for instance, on motor carriers alone, what 
would be the nature of applications that you are going to receive 
whith total about 1,640? 

What could be the nature of them that go from the Motor Carrier 
industry into the Financial Division? 

Mr. Arpars, That is acquisitions and mergers. 

Mr. Tuomas. There are two types. You have the mergers and 
what else? 

Mr. Arpata. Acquisitions where they do not merge, and then you 
have issuance of securities which we authorize. 

Mr. Tuomas. Are most of these applications contested? 

When a man tries to get for himself a certificate over there every 
motor carrier in the United States is on him like a bee, but. when he 
gets ready to sell out, are they contested? 

Mr. Freas. They are contested just: as much. 

Mr. Arpaia. Oh, yes; of course, there is a little back scratching 
going on once in a while. They are not only contested before us, but 


we have had some contests before the Senate Small Business Com- 
mittee on such questions, 


BuREAU OF INQUIRY AND COMPLIANCE 


Mr. Tuomas. We shall now take up for consideration the Bureau 
of Inquiry and Compliance, and at this point in the record we will 
insert page 67 of the justifications. 

(The page referred to follows:) 


Bureau or InqurRY AND Compliance (Activity No. 2) 


The principal objectives of this Bureau are to enforee the criminal and penal 
provisions of parts I, II, III, and IV of the Interstate Commerce Act and like 
provisions of the Elkins Act; to enforce orders of the Commission issued under 
section 1 (15) and 1 (16); to assist in the enforcement of other statutes affecting 
transportation and carriers; and to represent the Commission in formal docket 
investigations instituted by it and specially assigned to the Bureau. 


Comparison of 1959 budget with 1958 appropriation 








Fiscal year Positions | Personal Travel Total 
services 
$090G.120 2)... f34id. 5 bes OEE. Gd, SER. 90 $604, 055 $62, 913 $666, 968 
ice tdiianisin Stee iE sence siden elliielliat a aieiedaamtee 78 521, 842 42, 959 564, 801 
Increase 1959 over 1958. ......-..-..-....-+.----.- +12 +82, 213 +19, 954 +102, 167 


The increase of $82,213 requested for personal services is for the 12 additional 
positions, justification for which is set forth in the following paragraphs. 

The increase of $19,954 requested for travel expenses is needed for the additional 
positions provided in the 1959 budget; to increase the level of travel for current 
employees; and for increased transportation costs. 


The 90 positions provided in the 1959 budget are separated by categories as 
follows: 


22311—58—pt. 249 
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Field Total 





8 
SPRBS-e 





The budget ame for 1959 provides 90 positions which compares with 78 
positions allocated for 1958. The increase of 12 ri. ta represents 3 attorneys 
and 1 elerk-stenographer for the Washington staff to handle the increased work- 
load and to reduce the backlog of cases of violations other than motor carriers; 
and 8 special agents for the field service. ° 

Mr. Tuomas. You show an increase of 12 positions in this activity, 
as well as an increase in travel from $42,959 in 1958 to $62,913 in 1959. 

The total cost is $666,968 in 1959. 

The justifications state: 

The principal objectives of this Bureau are to enforce the criminal and penal 
provisions of parts I, II, III, and IV of the Interstate Commerce Act, and like 
provisions of the Elkins Act; to-enforce orders of the Commission issued under 
section 1 (15) and 1 (16)——. 

You have a director and 18 attorneys, as well as 23 special agents 
in the field. The field has 56 people and the number for the Depart- 
ment is 34. 

BASIS FOR SEPARATE BUREAU 


Why is this under this separate bureau rather than under the Chief 
Counsel? 

What is the point of that? You have 90 positions. 

Mr. Arpaia. Under the Administrative Productive Act, we have 
to do this. 

Mr. Freas. This is in order to keep our prosecution work separate 
from our other functions. 

Mr. Tuomas. I do not quite understand. 

Mr. Freas. As Commissioner Arpaia was saying, pursuant to the 
Administrative Procedure Act—— 

Mr. THomas. What prohibition is in the act? 

Mr. Arpara. You have to separate the prosecuting functions from 
the other functions. According to the act, you cannot have the 
person who participates—— 

Mr. Tuomas. These people are not the prosecutors. The Federal 
courts are the prosecutors. 

Mr. Arpara. True, but they prepare the case for the Federal 
courts. They do bring some cease-and-desist proceedings, and par- 
ticipate in those proceedings and prepare the cases. 

Mr. Tuomas. These actions are all in the Federal courts; are they 
not? 

Mr. Arpata. All the prosecutions are by United States attorneys, 
but we do have civil matters before tne Commission itself, such as 
cease-and-desist matters. 

Mr. Minor. And, even in civil matters, Mr, Chairman, before the 
courts, our attorneys make an appearance. 

Mr. Tuomas. I beg your pardon? 

Mr. Minor. In civil-injunction proceedings in the courts, our 
attorneys make an appearance. 











769 


Mr. Tuomas. He appears in the name of whom? 

Mr. Minor. Of the Commission, 

Mr. Tuomas. But he does not appear at the instigation or request 
of the United States attorney?...He appears on his own. 


WORK PERFORMED BY THD FIELD ATTORNEYS 


Is this the worksheet which is shown at page 70 of the justifications? 
Mr. Scumip. Yes, sir. 


Mr. Tuomas. What does it mean? 

Mr. Freas. That is for the field. 

Mr. Tuomas. This is the workload for motor carriers? 

Mr. Scumip. Motor-carrier enforcement. 

Mr. Tuomas. Where is, the combined sheet here? 

Mr. Scumip. We do not have a combined one. The first two 
pages are motor carriers and enforcement, and the rest is the rail, 
water, and forwarder enforcement. 

Mr. Tuomas. At this point in the record we will insert page 70 of 
if justifications. 

he page referred to follows:) 


Section of Motor Carrier rN Tne Pent = by the 1 attorneys 
= ; 5 ; 












































Fiscal year— 
1955 | 1956 | 1957 | 1058! | 1959: 
Son en Seer Sane ere tee arene fest ted , | 
Preliminary reports reviewed to determine action to be taken..| 4,263 | 3,430 { 4,323 | 4,755 5, 230 
Recommendations for final investigation reviewed and ap- 
proved 477 598 660 730 

Final inv estigation reports analyzed with appropriate recom- | 

gilli memes ila MS a pte, me pagtiymge 52 en we eek 481 464 460 650 | 715 
Recommendations to Division requesting court action _- 270 301 275 390 | 429 
Informations and complaints prepared for court cases_. 5 363 | 298 308 380 | 420 
Briefs prepared for use in proceedings before the courts ‘and the | 

Camppetentt. (5 16 1-ts...4-5553)--B. 4 Fs 76 | 67 | %} 125 | 150 
Motions, judgments, and other court papers ee pared. . sodeal 141 140 | 142 | 160 | 175 
Appearances in the several courts _______- J.78R 309; 270| 253 320 | 350 
Appearances in Commission proceedings oe psebn attests | 55 | 40 | 0 75 | 90 
Letters and memoranda written. anon 5,464 | 5,111 | 6,014/ 7,000/ 7,500 
Overtime (hours) worked in performance of duties....._..___- 789 | 966 1, 194 600 | 600 

| Estimated. 


PRELIMINARY INVESTIGATIONS AND REPORTS 


Mr. Tuomas. What part of your workload is this? These figures 
look like it is more than two-thirds. You have. preliminary reports 
reviewed to determine action to be taken in the amount of 5,230. 
Then we go over to the Section of Rail, Water, and Forwarder En- 
forcement, and you have Investigations Pending, at the beginning of 
the year in the number of 141. What do you mean by this language 
here under ‘‘Motor-carrier enforcement”’ 


Preliminary reports reviewed to determine action to be taken. 


What do you mean by that figure of 5,230? 

Mr, Watrer. The preliminary investigations and prelimmary 
reports comprise a relatively small portion, although the number of 
preliminary reports of investigations is quite large. This is merely to 


determine whether there is indicated sufficient reason for a final 
investigation. 
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INCREASE IN INFORMATION AND COMPLAINTS PREPARED FOR COURT 
CASES 





Mr. Tuomas.’ Are’ these all misdemeatiors? | I note you also have 
a group listed under “Information and complaints prepared for court 
cases,”’ and in 1957 you had 308. 

I presume that is a firm figure. 

r. Watter. That is correct. 

Mr. Tuomas. You estimate a total of 380 in 1958, and you estimate 
420 for 1959. 

What will the first 6 months of this year‘do to your estimate for 
1958? Would it prove it out? 

Mr. Watrter. | think it substantially bears it out. 

Mr. THOMAS. That is the most important part of your workload; 
is it not? : 

Mr. Scumip. The reason there is a substantial increase indicated is 
because last year, or in 1957, we got a goodly number of safety inspect- 
ors and district supervisors on the motor-carrier side, and we have 
developed a good many more loeads, and,so forth. That workload 
is just starting to come in now. 

Mr. Tuomas, It did not take them a year; did it? . They have been 
on the job a year, 

Mr. Scumip, It, took a while to recruit them, and it took a while to 
train them, and it takes a while to get them productive. 

Mr. Tuomas. When you say “productive,” you mean going out 
and making those arrests? 

Mr. Scumrip. Not necessarily arrests. They make these prelimimary 
investigations that Mr. Walter just talked about, and those are 
reviewed by the attorneys for determination of final investigations. 


NUMBER OF INSPECTORS AND SPECIAL AGENTS 


Mr. Tuomas. What was that increase? Was it,12 in the case of 
Mr. Walters’ bureau? 

Mr. Scumrp. 12; yes. 

Mr. Tuomas. What will those 12 men do, and where are they 
going to be stationed? 

Mr. Waurer. The three attorneys will: be stationed here in Wash- 
ington. The eight special agents will be stationed in the field. The 
special agents make the investigations, 

Mr. Tuomas. You have 39. 

Mr. Watter. We have 15 special agents now. This would make 
a total of 23. 

Mr. Tomas. And do you want to give any of them to the Bureau 
of Motor Carriers? You have 39 inspectors now. 

Mr. Watrter. No, sir; those inspectors are in the Bureau of Motor 
Carriers. The Bureau of Motor Carriers makes substantially all the 
investigations of motor-carrier violations. These special agents 
make the investigations of other than motor-carrier violations. We 
have only 15 now, and with the addition of 8 there would be 23. 

.Mr. Tuomas. You have what—39 or 29? 

Mr. Scumip, Special agents? 

Mr. Tuomas. Regardless of the name that you give them, they are 
all doing the same or similar work. How can you justify that? 
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Mr. Wauzzr. You are speaking now of the Bureau of Motor Oar- 
rier investigation employees? 

Mr. THomas. Yes, they have 39. 

Mr. Water. I think they have more than that, including the dis- 
trict supervisors and safety inspectors, 

I think they have 100 district supervisors and 100 safety inspectors, 
; Mr. Ryan. They have 39 in the Wontiaien office, mainly a clerical 
orce. 

Mr. Tuomas. What is the total now. of the safety inspectors in the 
Bureau of Motor Carriers? 

Mr, Ryan. The 39 you are making reference to represent the total 
personnel in the Section of Motor-Carrier Safety of the Bureau. of 
Motor Carriers. 

Mr. Tuomas. What.is the total throughout the Bureau? What is 
the total number of inspectors who are doing this type work? 

Mr. Scumip. Those are district, supervisors, and. they conduct 
motor-carrier investigative work in addition to their other duties. 

Mr. Tuomas. What is the total of those? 

Mr. Scumip. 126 district. supervisors. 

Mr. THomas; And they are all in addition to this'78 here; are they 
not? 

Mr. Scumip. They are in addition; to, the 23. special agents. 

Mr, Quatts. They do not spend 100 percent of their time in that 
work. About one-third. of the time of the supervisors is spent on 
investigative work. 

Mr. Scumip. These 15 special agents which Mr. Walter bas spend 
most of their time conducting investigations of complaints against 
the rails, water. carriers, and. freight. forwarders, | and , the ‘district 
supervisors in the Bureau of Motor Carriers spend about one-third 
of their time conducting, investigations of. motor-carrier violations. 

Mr. Tuomas. What do the other people do.in this Bureau? 

Mr. Scumip. They are lawyers who actually brief the cases, and 
prosecute them in the courts. 

Mr. Tuomas. That is 18;:is it not? 

Mr. Scumip. There are 20 in the field, and 18 in Washington. 

Mr. Tuomas. That is right. 

Mr. Watrer. We have 38 lawyers in the Bureau handling all the 
legal work in connection with the prosecution of ‘violations by rail, 
motor carrier, water carrier, and freight forwarders. 

Those 38 attorneys dea! with investigations made by the Bureau 
of Motor Carrier Investigators in the enforcement of the Motor 
Carrier Act and investigations made by our own special agents of 
violations of other type carriers: 

Mr. Tuomas. Let. us get. down to cases here; 

For 1957 this group here of about 50 employees handled 308 ¢ases. 

Mr. Scumip. Just in moton carrier work. 

Mr. Tuomas. That is in motor carrier cases alote? _. 

Mr. Senin. Yes; sir: 

Mr. Tuomas. I notice the court cases concluded during the year 
in the branch of rail, water and freight forwarders was' 22. 

Mr. Scumip. No, sir; that, was; 22,n rail,;,water and freight for- 
warders. 

Mr. Tuomas. That is what I said. 
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A Mr. Scumip. That is right; 22 there and 308 in the Motor Carrier 
ection. 

Mr. Tuomas. That looks like to me an awful small workload for 
that many lawyers. 

Mr. Scumip, That is only one phase of the workload. You may 
note all those other items listed there. 

Mr. Tuomas. That does not mean much. ‘The test is courthouse 
actions; is it not? All of this is in addition to the Chief Counsel with 
his 17 employees, and this is in addition to the various United States 
attorneys and other staffs? 

Mr. Watrer. This work of our Bureau is enforcement work, and 
none of it is handled by the General Counsel’s office. 


PARTICIPATION IN CRIMINAL AND CIVIL CASES 


In criminal cases the United States attorneys do participate and our 
attorneys usually do most of the work. The United States attorneys 
call on our attorneys to handle the criminal cases for the most part. 

Our attorneys handle in their own name all of the civil injunction 
eases under the Motor Carrier Act, and there are a good manv of those. 

Mr. Tuomas. How many? What are the grounds for an injunc- 
tion under the Motor Carrier Act? 

Mr. Watrer. Any violations of the Motor Carrier Act, such as 
operating without authority, without rates on file and failure to file 
reports. 

Mr. Tuomas. How many did vou have in the first 6 months of this 
vear? 

Mr. Wauter. I do not know for the first 6 months of this year. 

Mr. Tuomas. How many did you have in 1957, then? 

Mr. Water. We did not have it broken down by civil cases, but 
the total number of cases was 375. How many of those were civil 
cases this table does not show, but a subtsantial number of them were 
civil cases. 

Mr. Scumip. We can break that out in the record and provide it. 

Mr. Water. I might say that a year or so ago the Department of 
Justice concluded that the United States attorneys would not even 
be the attorney of record in the civil cases. 

Mr. Tuomas. How many cases did you appear in during the first 
6 months of this year, where you were seeking injunctive relief? 

Mr. Watrer. I cannot answer that. We will furnish that informa- 
tion. 

Mr: Tuomas. Would you take a guess at it? Would it be 7, 6, or 5? 

Mr. Watrter. I can say more nearly 30 or 40 or 50. 

Mr. Tuomas. All right; we are giving you an opportunity to guess. 
Would it be 30 or 40? 

Mr. Waurer. Yes; I would guess 30 or 40. 

Mr. Tuomas. Will you correct that figure at this point in the 
record, when you receive the transcript, and put the correct figure 
into the record? You were just making a guess, and that is all we 
expect at this time. 

r. Watrer. But you do want the actual figures supplied later? 

Mr. Tuomas. Please just give us a view of it. It looks as if you 
have a weak case here. 

(The information requested follows :) 
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July 1, 1957—Dee. 31, 1957: 




















8g ee Blip Rasen Se aa A thE eae = are ST 210 
Orimili@l 10. 8005. 3050 60d. A Ae Seed. JPL LS 191 
Ciwll tisneeteth.. «oo. ae si oes ees. oe ence eee 7 
Civil forfeiture! -'. 2Jjn3 afta die oid elie oc <u- chan 12 

Cases before: Comnmissio&: 22. 2uups oleclolecbowweruel wun 46 

July 1, 1956—June 30, 1957: ‘ 

Court cases. _-2- - Vie _ Li 29s 8d_ bob? Red Sat Se eee 359 
Criminal____- Wt eo tee Ge oi eee 321 
Civil injunction_._........_--- Pk ance aeiera cs ket sos eae 18 
Civil fotfelturtei-icuc i. dake eave aol 224 usces® vena. 20 

Cases before Comanianion...—as:awense pease +o -sen ee let ees : 36 


Bureau or Moror Carriers 


Mr. Tuomas. At this point in the record we will insert page 73 of 
i justifications. 


he page referred to follows:) 


Bureau or Motor Carriers (Activity No. 2) 


The duties of the bureau relate to the regulation of motor carriers under part 
I of the Interstate Commerce Act, including handling complaints of shippers and 
others against the rates, charges, and practices of motor carriers; administering the 
Commission’s rules regardin insurance for the protection of the public; investiga- 
tion of violations of part ne and promoting safety of operation and equipment 
of motor carriers. It also deals with insurance of freight forwarders under part 
IV of the act. 


Comparison with 1959 budget with 1958 appropriation 




















Tr ; 
Fiscal year | Posi- Personal Travel Total 
tions services 
198 sn ated athe 6 dete - 4a6s3 - -cedias- ae iS 521 | $2, 746, 603 $260, 508 | $3,007, 111 
1958... .... . ; eeeerey sas bisenke ated 512 | 2,707,178 | 335, 008 2, 942, 686 
‘ —————— —|————__——- 
Increase 1959 over 1958 __- -- acigih neta ating tiael sri +9 | +39, 425 z 425, 000 +64, 425 











The increase of $64,425 and 9 positions is requested for the following primary 

purposes: 

ection of Motor Carrier Safety.—Four positions ($15,191) to handle the in- 
creased workload resulting from the increased number of safety inspectors and 
district supervisors provided for the Bureau of Motor Carriers for 1957, and to 
permit better utilization of reports of safety surveys and accident investigations. 

Section of field—The increase of $24,234 for personal services is for the addi- 
tional 5 safety inspector positions to handle the increased workload, as a result of 
Public Law 939, in the enforcement of regulations governing the safety and com- 
fort of migrant agricultural workers when transported by motor vehicle. The in- 
crease of $25,000 for travel is for the additional employees requested and for in- 
creased level of travel. 

The relative importance of the several modes of transportation in the United 
States can be estimated only broadly because uniform and complete statistics for 
all transport agencies are not available. While the number of carriers under the 
Commission’s jurisdiction has not changed materially in the last several years, 
the number of vehicles operated and the number of tons of property transported 
has increased steadily. As stated in the Commission’s 71st Annual Report, the 
volume of i rty being transported continues at a high level as evidenced by 
an alltime in ton-miles for property motor carriers of 253 billion in 1956. 
The laerease Fn ton-miles and vehicles operated by motor carriers emphasizes the 
importance of the Commission’s work in the highway transport field. 
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Mr. Tuomas. I note you are requesting 521 positions as against 
512° for 1958, an increase of 9, at a total cost of $3,007,111 for next 
ony as against $2,942,686 for fiscal year 1958, or an increase of 

64,425. 


You state in your justifications as follows: 
The duties of the Bureau relate to the regulation of motor carriers under part II 
of the Interstate Commerce Act, including handling complaints of shippers and 


others against the rates, charges, and practices of motor carriers; administering 
the Commission’s rules regarding insurance for the protection of the public— 


and so forth. 


NUMBER OF INTERSTATE CARRIERS SUBJECT TO COMMISSION 
JURISDICTION 


At this point in the record we will insert the table which appears 
on page 74 of the justifications. 
(The page referred to follows:) 





Number of Number of 








Type of carrier interstate vehicles 
carriers (approximate) 
‘ahem | 
POSE SE 99-7 OD EL ARR DIED . ls, MPO tty 19, 490 | 379, 288 
Private _..._.- 2.2... Noo ee hs Ue de ee ee sabes aadek 91, 651 869, 527 
Meanie. «StL al le Seria Ath oa ire 47, 986 232, 602 
Feat atewcsaehiin naeeeiincdiie enamaatiintadterdtactiteseniien 159, 127 | 1, 481, 507 





Mr. Tuomas. The number of interstate carriers is what? This is 
an approximate figure—19,490, and the number of certificates does 
not go up, but the number of vehicles does go up; is that correct? 

Mr. Arpata. The number of certificates goes up sometimes, but 
we cannot restrict the number of vehicles. 

Mr. Tuomas. But, you do not issue too many new certificates a 
year; do you? 

Mr. Arpata. One carrier could have five or six or seven certificates. 


JURISDICTION OVER PRIVATE CARRIERS 


Mr. Taomas. What jurisdiction do you have over private carriers? 

Mr, Arpata, Safety. 

Mr. Chairman, in speaking of the 19,000 carriers, I believe, that 
is individual motor carriers. 

Mr. Tuomas. Yes, sir; that is what it is supposed to be. 

Mr. Arpaia. It might run over a Hinde thousand certificates 
altogether. 

For instance, Railway Express alone has over 1,500 motor-carrier 
certificates. 

Mr. Tuomas. What is the function of a certificate? 

Mr. Arpaia. It describes the authority in a particular area. 

They come in at separate times and, for instance, a man wants to 
add to it—— 

Mr. Tuomas. In other words, one carrier can have an armful of 
certificates? 

Mr. Arpata. That is subs. He has‘ main certificate number, with 
so many subs. 
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Mr. Tuomas. So, this figure, here for carriers. could be 40,000 or 
50,000 certificates? 


Mr. Arpaia. That is right, or close to 100,000. 


SECTION OF ADMINISTRATION 


Mr. Tuomas. You state in your justifications as follows: 


The work of this section covers all of the administrative details for the entire 
Bureau, such as personnel, space, equipment, supplies, time records, preparation 
of general services, mailing-list records, experience and travel records, and vouch- 
ers, and other miscellaneous items both for Washington and for the field offices. 

You have 27 positions to take care of your 512 employees; is that 
right? 

Mr. Scumip. That is right. 


DUPLICATION OF ‘“‘HOUSEKEEPING”’ FUNCTIONS 


Mr. Tuomas. Now, Mr. Schmid, is that in addition to your regular 
housekeeping activities? 

Mr. Scumip. Yes; it is. 

Mr. Tuomas. It comes directly under your jurisdiction? 

Mr. Scumip. No, sir. About 10 of the 27 employees are engaged 
in so-called housekeeping functions for the Bureau of Motor Carriers 
only. 

Mr. THomas. What is the number of people in your shop and in 
all of the Bureaus in the district and in the field that do housekeeping 
activities? 

Mr. Scumip. Well, these 27 people here maintain 

Mr. Tuomas. That is in addition to 

Mr. Scumip. That is correct; that is in addition. 

Mr. Tuomas, It is 29, plus 50, plus 19, plus 53; is it not? 

Mr. Scumip. That is right. There is some duplication in this area, 
Mr. Chairman. As a matter of fact, we have this matter under 
study at the moment in conjunetion with Mr. Blanning’s office 

Mr. Tuomas. What about the field? Do you have duplication in 
the field? I do not know how you are going to eliminate that. 

sas Scumip. No; you do not have any duplication in the field on 
this. 

Mr. Tuomas. How many jobs do you have set up here which you 
do not. need in this function? 

Mr. Scumip. Actually, you have 9 or 10 people who do maintain 
some records such as the repair of automobiles and so forth, and we 
are taking a look at that right now. 

Mr. Tuomas. Could we go through and help you take out about 15 
or 20 without hurting you? 

Mr. Scumip. There are not that many. There are only about 10 
people in that area, because in that 27 you have the Director, the 
Assistant Director and some of the field assistants. 

Mr. Tuomas. That goes throughout all the Bureau, though. Let 
us just not put it on motor carriers. All of the Bureaus have that 
same little setup. 

What about finance? They have it, too, and they also have it 
in evaluation, 


What about that, Mr. Emken? 
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Mr. Emxen. All of those administrative jobs cover stenographers, 
secretaries, messengers, file clerks, and so forth. You cannot put 
those under the managing director in one bureau. 

Mr. Scumip. There are a few jobs up there which we are looking 
at right now, and we have Mr. Qualls looking at it, together with 
people from my staff, to see what can be eliminated there. 


SECTION OF INSURANCE 


Mr. Tuomas. In the insurance section you have 29 people. What 
do they do? ‘You state in your justifications the following: 

The major objectives of this section are administering for the Commission 
its rules and regulations issued pursuant to sections 211 (c), 215 and 403 (c) and 
(d) of the act, governing filing and approval of security for the protection of the 
public by brokers of transportation, motor carriers, and freight forwarders. 

What do you need with 29 people here? 

Mr. Quauus. They receive the certificates of insurance filed by 
carriers authorized by the Commission, and have those filed of record. 
Mr. Tuomas. What is the insurance for? Is it public liability? 

Mr. ROME. Partly. 

Mr. Tuomas. It would include property, cargo, and what else? 
Mr. ae That is all. 

Mr. Tuomas. Does it cover all three of them? 

Mr. Sates, Yes, sir. 

Mr. THomas. What do you do with 29 people? 

Over here in your justifications you state vou have 19,000 or 20,000 
carriers and you require each one of them to have insurance. 


EXAMINATION FOR COMPLIANCE WITH INSURANCE REQUIREMENT 


What do you require your private carriers to have in the way of 
insurance? 
Mr. one They are not. required to have it. 


Mr. THomas. What do you do with 25 or 30 people looking over 
19,000 or 20,000 carriers with regard to insurance? 

Do you sample the policies or what? 

Mr. Quauts. Last year they received 33,000 certificates of insurance 
and 450 bonds; also, 6,700 cancellations and 450 rescinders of cancel- 
lations. 

Mr. Tuomas. What do you do with them when you receive them? 

Mr. Quatts. They check them to see whether or not the insurance 
carrier is authorized to do business in the State in which the motor 
carrier is domiciled. If he is not, they turn it down and send it back, 
and he has to get insurance with another insurance carrier. 

Then, they check the insurance carriers to see whether or not they 
are licensed or have a process agent in each State in which the motor 
carrier operates so they can be sued if they kill or injure someone in 
that State—so they can be sued in that State, and so that the man 
who is injured does not have to go to the domiciled insurance carrier 
in order to do that. 

Mr. Tuomas. What are some of the things you check on? 

Mr. Qvatts. We check to see whether or not the msurance com- 
pany that files a certificate of insurance is authorized to do business in 
the State in which the motor carrier is domiciled. 
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Mr. THomas. Who has’ to file that certificate of insurance, the 
carrier, or the company from whom the carrier buys? 

Mr. Qvatts. It is the carrier’s responsibility but as a practical 
matter most filings are made by the insurance company. 

Mr. Tuomas. The insurance company has to file it, and not the 
carrier? 

Mr. Quatis, Under Commission regulations, carriers are respon- 
sible for the filing of insurance. 

Mr, THomas. Suppose a carrier does not have the insurance. What 
do you do? 

Mr. Quatts, If he does not have;the insurance, we correspond with 
the carrier first; if no results we advise the field staff, and they go out 
and get, hold of him and try to get the insurance filed. 

Mr. Tuomas. Is there any penalty.in case of operating without 
imsurance? 

Mr. Quatis. Generally, the Commission has authorized us to go 
into court to ask for an injunction to stop him from operating or fine 
him if he does not have insurance. 

Mr. THomas. You just have to get the injunctive relief? 

Mr. we ALLS. Yes, sir; and we can cancel his operating authority: 
Mr. Tuomas. There is no penalty outside of that? I suppose that 
really gets action right quick. 

Mr. Arpata. A condition of the operating certificate is that he have 
coverage. 

CARRIER SELF-INSURANCE 


We also have applications for self-insurance, which they check and 
which this section has to investigate, as to the financial condition of 
the motor carrier. 

Mr. Tuomas. I see, 

Mr. Evins. Colonel Qualls, how numerous have been your appli- 
cations for self-insurance? How many carriers want to be self- 
insurers? 

Mr. Quauus. Well, I would have to check this thing here. We 
authorized 15 in 1957 and processed 600 financial statements for self- 
insurance to be analyzed, and 70 more self-insurance cases to be 
reexamined in connection with extensions of operations. 

Mr. Evins. In other words, commercial insurance costs for com- 
mon carriers are so high that many carriers feel they can save them- 
selves this expense? 

Mr. Quauts. Yes, sir. It is pretty hard for them to qualify. In 
pe many more applications for self-insurance are rejected than are 

roved 
PM. Evins. How many actually today are insuring their own 
operations? 

Mr. Quatis. I do not have that figure, Congressman Evins, but 
we can get that and put it in the record for you, if you want to know 
the number that are now self-insured. 

Mr. Evins, I would appreciate having that information. 

(The information requested follows: ) 


Motor carriers with self-insurance status 


Passenger carriers (all liability)... +... ...-+..-..+b---i--.+4ss-+-1--- 22 
Propetty GiOnews . An... US. SSS Sa oak os cans - See kdb eu eee 20 
SE CO iiinia do ntanddna dade die samebekiantha daledaiaich aaa 14 


SD I ss sk oc: simp scessetilninicecinens aheibiastits idhsntaiaipeecbighintianiniaabiass 6 
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Motor carriers. with self-insurance status covered by surety bond other than regular 
surety company 


Passenger! carriers (all liability)2u.ui--_.. 2. tiee sulle leek 28 
Property carriers (all liability)... ...- ..L-~.4--2s4-44--0sel bi. -e- o- 14 










SECTION OF MOTOR CARRIER SAFETY 


Mr. Tuomas. At this point in the record we will insert page 79 of the 
justifications. 
(The page referred to follows:) 






Section or Motor CaRRiuR ses pet Bureau or Motor Carriers (Activity 
0. 2) 


The principal functions of this Section are the administration and interpretation 
of the regulations concerning the qualifications and hours of service of drivers, and 
the safety of operation and equipment prescribed by the Commission under part II 
of the Interstate Commerce Act; to receive and analyze field staff reports and re- 
ports submitted by motor carriers required under the regulations; and the paneling 
of applications filed under Publie Law 85-50, Ist session, 85th Congress, whic 
amended the Medals of Honor Act (45 U. 8. C., see. 44); so as to’‘provide medals 
for lifesaving to persons who, by extreme daring, endanger their own lives in 
saving, or in endeavoring to save, lives from any wreck, disaster, or grave accident, 
or in preventing or endeavoring to prevent such wreck, disaster, or grave accident, 
involving any motor vehicle on the public highways, roads, or streets of the 
United States. 














Comparison of 1959 budget with 1958 appropriation 








Fiscal year Positions Personal 


a i ae +4 | +15, 191 0 | +15, 191 









The 43 positions provided in the 1959 budget for this section are separated by 
categories as follows: 


CDief end ‘aesistant chief... 2. volte sna than dens ewer 02 one de nee 
eID, ek ed cade Backacocsbeec ssonqgewecscee 
Avalyticd? wiatistician. 60-2 lL Os aie Ol tl 
Report writer... .2zu0li2isgs. jo-2G0sene sy C3 iue Suaiiaus. cs boas 
ABORPEANBDRIGD, < .45 odes ocd ~ Ligirewered p> ~ 6d pide ae hide ed. & eget 
BREROALVO. OOUIGEORS. «0.3. nn cnennspnenee sehr shenéaes -snreeesenn 
Statistical clerks____.-- badbe <td Sim S-4nkd <h F Gps o> 45 reales A cian ann ee- beeen 














B3 Sco me ee DOO 


ee ee ee ee eee ee ee ee 


The budget provides for the Section of Motor Carrier Safety a total of 43 posi- 
tions for 1959, an increase of 4 positions over the 39 positions authorized for 1958. 
The 4 additional positions, as shown below, are requested to handle the increased 
workload which will result from the increased number of safety inspectors and 
district supervisors, provided for the Bureau of Motor Carriers for 1957, and to 
permit better utilization of reports of safety surveys and accident investigations, 


Mr. Tuomas. This is your safety activity. I note you increase from 
39 to 43 positions, and your total cost for 1959 is estimated to be 
$187,473, as against $172,282 for fiscal year 1958. Where are these 
people? Are they located in Washington? 

Mr. Ryan. In Washington. 
Mr: Tuomas. In what section are these people located? 
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Mr. Ryan. In the Section of Motor Carrier Safety, Bureau of Motor 
Carriers. 

Mr. Tuomas. Over and above the people in the field? 

Mr. Scumip. They receive these reports from the field and they are 
analyzed. 


NUMBER OF SAFETY INSPECTORS IN THE FIELD 


Mr. Txomas. How many ‘people in the field in the Section of 

Motor Carrier Safety? 
Mr. eae None. 
Mr. Tuomas. You do not call them safety inspectors in the field?’ 

Mr. Quatis. We call them safety inspectors and they are field em- 
ployees, not in the Section of Motor Carrier Safety. 

Mr. THomas. What activity is that? 

Mr. Quatts: That is under the motor-carrier field. 

Mr. Scumip. We have 417 motor-carrier people in the field, which 
includes 100 safety inspectors. 

Mr. Tuomas. That is the field section? 

Mr. Scumrp. That is right. 

Mr. Tuomas. How do you break them down, 100 inspectors? 

Mr. Scumip. 126 district supervisors. 

Mr. Tromas. You are going to have this group of 48 in the district 
supervising the employees in the field? 

Mr. Scumip. They do not supervise the field. 

Mr. Tuomas. What do they do? 

Mr. Scumip. They are concerned with the administration and inter- 
pretation of the regulations concerning the qualifications and hours 
of service of drivers, and the safety of operation and equipment. 
They receive these reports and analyze them. They analyze these 
reports. 

Mr. Tuomas. You mean it takes 43 people to analyze the work that 
100 do inthe field? 

Mr. Scumip. Not 100. We have 100 safety inspectors and 126 
district supervisors, a total of 226 people actually working in safety 
work in the field. ) 

Mr. Ryan. In addition, all the accident reports submitted by motor 
carriers and vehicle-inspection reports are received by the Section of 
Motor Carrier Safety. 

Mr. Tuomas. You have 105 safety inspectors? 

Mr. Ryan. They do the work in the field. 

Mr. Tuomas, How many .people in the Washington office out of 
that 43 are analyzing the work? 

Mr. Scumip. All of these 43. people, in one form or another, do 
handle these reports. 

Mr. Tuomas. Do you not have too many analyzers? If you have 
43 people analyzing the work of 105, is that not a little top heavy? 

Mr. Freas, Some of the 43 people analyze the reports submitted 
by the 105 safety inspectors, but not all perform an analytical function. 

Mr. THomas. You are going to add district supervisors? Is that 
the way you get 13 of them? 

Mr. Freas. No, sir; we are not adding any district supervisors in 
1959. 

Mr. Tuomas. Is the district supervisor a safety inspector? 
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Mr. Quauus. He spends about)a third of his time on safety work, 
Mr. Chairman. There are 126 district supervisors. 

Mr. Tuomas. Would it not make a little better case—you have all 
of these people in the field, 422—-to say that those people in the 
district are analyzing the work of the whole 422? 

In truth and in fact, you have only 26 of them of the 226 out in the 
field doing rate work? 

Mr. Scumip. No sir. In addition to the 100 safety inspectors and 
126 district. supervisors, we havé 13 rate agents who perform rate 
investigations and furnish rate data to shippers and carriers. 

Mr. THomas. You are doing investigative work, call it what’ you 
want, and now you have 159 stenographers typing their results and 
43 employees back in the district dual yainie them? lt looks to me 
like we are catching ourselves going in circles here. 

Mr. Ryan. Of the 159—we’ have 70 some detached offi¢es—we 
have to have a clerk in each office in order to answer the telephone 
when the men are out in the field doing the work and to. perform 
clerical functions for the safety inspectors and other technical em- 
ployees. 

Mr. Tuomas. You have 73 of those offices outside of your 13 regional 
offices and you have 159 stenographers and clerks. That is about 
two to the office. 

Mr. Ryan. We have an average of about 1 to every 3; 1 clerk to 
3 professional men in the field. 

Mr. Scumip. Doing all their typing, filing, clerical work, telephones, 
and so on. 

FIELD SECTION 


Mr. Tuomas. At this point in the record we will insert page 93. 
(The page referred to follows;) 


FIELD SECTION, BUREAU OF MOTOR CARRIERS (ACTIVITY NO. 2) 


The major objectives of this section are (1) to administer and enforce at. the 
field level, the provisions of part II of the act and the rules and regulations of the 
Commission issued pursuant thereto; (2) to furnish advice and information to 
motor carriers and the public regarding the act and the rules and regulations; (3) 
to obtain information concerning general and special conditions throughout the 
country which affect regulation of motor transportation and service to the shipping 
public; (4) to assist other bureaus and sections in Washingtom with respect to 
the expeditious handling of all matters affecting motor transportation; (5) to 
maintain liaison with State officials in connection with matters of mutual interest 
and (6) to aid the Commission in developing adequate and safe transportation 
service for the public. 


Comparison 1959 budget with 1958 appropriation 


Positions | Personal Travel Total 
services 


422 $2, 266, 588 $245, 308 $2, 511, 896 
417 2, 242, 354 220, 308 2, 462, 662 


+5 +24, 234 +25, 000 +49, 234 
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The following statement shows by working titles the positions allocated for 
1958 and those requested for 1959: 











1958 19) 

I ener eniel rnd ererinet=shensebinen i ioheieeal 13 Si Bh on-cinattabamhienentiel 
pt, lal, lil lA I et: AP: x te tnliggmtin Sorcd 126 TA below ndcon nn ts 
Seboty inspewter: U. -.. 216i oa. 2S. Le Aa 100 105 5 
Rate agemt.asidek. pote sad -lo- taldasovar-osii -buan- 13 Wb -eitinepavass 
CEE CE itis acing vane Rai eaeshen wien caiebeinabsmieal 6 Gh nb da nn snen 
Clerks, stenographers, and typists... -....+--....--.....----- 159 a eaten’ 

Total____- ast eaaees eoparereeeeiees nee er ey 417 422 5 


Dai a | 





Mr. Tuomas (reading): 


The major objectives of this section are (1) to administer and enforce at the 
field level the provisions of part II of the act and the rules and regulations of the 
Commission issued pursuant thereto; (2) to furnish advice and information to 
motor carriers and the public regarding the act and the rules and regulations; 
(3) to obtain information concerning general and special conditions throughout 
the country whieh affect regulation of motor transportation and service to the 
shipping public; (4) to assist other bureaus and sections in Washington with 
respect to the expeditious handling of all matters affecting motor transportation; 
(5) to maintain liaison with State officials in connection with matters of mutual 
interest; and (6) to aid the Commission in developing adequate and safe trans- 
portation service for the public. : 


I think you had better give this a little bit of attention here. 


FUNCTION OF FIELD PERSONNEL 


Mr. Jonas. Why do you need 13 rate agents and 6 clerks in these 
regions? I thought you did all that work here in Washington. Why 
do you need 19 people doing that? 

Mr. Quatis. We have a copy of the tariff where each motor carrier 
is domiciled. We have a copy of that in the district office. Those 
13 are primarily to serve the shipping public and interpret the tariffs 
and show them the tariffs, keep them on file and answer inquiries and 
so forth about the rates of the different motor carriers. That is the 
purpose of those 13 rate agents. There is one in each district office 
throughout the country. 

Mr. Mourpxy. In addition to that, do they not check the motor 
carrier offices to see if they are applying the pruper rates? 

Mr. Quatis. That is right, to see if they are applying their correct 
tariff and making investigations for prosecutions in the event that there 
are tariff violations. 


Bureau or Operatine Rieuts 


Mr. Tuomas. At this point in the record we will insert page 105 
having to do with Bureau of Operating Rights. 
(The page referred to follows:) 
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Bureau or Operatine Rieuts (Actriviry No. 1) 


The Bureau of Operating Rights handles all formal proceedings involving 
operating rights of motor carriers, water carriers, and freight forwarders, except 
those matters involving consolidation and merger of such carriers and the transfer 
of operating rights and applications for temporary authority to perform water- 
carrier service. The matters handled by this Bureau include applications for 
operating rights, complaints, and investigations which bring in issue the right of 
the carriers to perform service, proceedings looking to the prescription of rules 
governing the carriers’ operations, and the revocation of operating rights. 


Comparison of 1959 budget with 1958 appropriation 


! 
Positions | Personal Travel | Total 
services 


$1, 252, 986 $96, 250.| $1, 349,236 
1, 181, 495 73,605 | 1,255, 190 


71, 491 22, 555 94, 046 


An increase of $71,491 is requested for personal services to provide 10 addi- 
tional examiners to assist in the handling of increased workload. 

An increase of $22,555 is requested for travel to provide for the conduct of 
an increased number of hearings to be held outside of Washington, D. C., and 
for inereased transportation costs, 

The 175 positions provided in the 1959 budget for this Bureau are separated 
by categories as follows: 


OAT ais in) S la ower) hb wee 4 Lainie  deitenilatse seesaw) 
Attorney advisers... . [32220219 9. Wit fo- Yarra pete ie asa eee 
Adjudicators___-_----_- 

Administrative assistants... 2... -5...-.1-b--+-4e5u-e4-en4L2 ahewele 
Cieres, typiste, stenogranhers.. 4-2. --+ med + 5 p-bo -anee4deenears tan & 
Messenger 


The 1959 budget provides 175 positions or an increase of 10 over the 165 allo- 
eated for the fiscal year 1958. 

The Commission and the Bureau have little control over the number of pro- 
ceedings which must be handled by the Bureau. , The statute gives the carriers 
the right to file applications for operating rights and those who desire to file 
complaints the right to file them. The greatest effort in the Bureau is devoted 
to the handling of applications by motor carriers and brokers for operating 
rights. 


Mr. THomas. You say: 


The Bureau handles all formal proceedings involving operating rights of motor 
carriers, water carriers, and freight forwarders. * * * 

Who heads up this Bureau? 

Mr. Coyte. I do, sir. 

Mr. Tuomas. You state: 
«'The matters handled by this Bureaw include applications for operating rights, 
complaints, and investigations which bring in issue the right of the carriers to 
perform service, proceedings looking to the prescription of rules governing: the 
carriers’ operations, and the revocation of operating rights. 

You are always in the middle of a turmoil over there, are you not? 

Mr. Coyts. Yes, sir. 


PERSONAL SERVICES 


Mr. Tuomas. One hundred and seventy-five people for this year, 
an increase of $71,491 for your personal services. That is going to be 
a total cost of $1,349,236. 
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Under this increase, you have 44 hearing examiners, 63 attorney- 
advisers, 9 adjudicators, 55 clerks, typists, and stenographers. Where 
are these people located? 

Mr. Corte. In the Bureau of Operating Rights in Washington. 
We only have one field employee. 


BASIS FOR INCREASED PERSONNEL 


Mr. Tuomas. What is the justification for the increase of 10? 

Mr. Corie. Our income of proceedi has been incréasing at the 
rate of about 10 percent per year, and there does not seem to be any 
letup. 

Mr. Tuomas (reading): 


The Commission and the Bureau have little control over the number of its 
proceedings which must be handled by the Bureau. The'statute gives the carriers 
the right to file applications for operating rights and those who desire to file 
complaints the right to file them. 


Where is your workload? Is that on page 109? 
Mr. Coy.iz. That begins on page 108. 


WORKLOAD DATA 


Mr. Tuomas. At this point in the record we will insert page 108. 
(The page referred to follows:) 


Bureau of Operating Rights— Workload statistics 


Number of proceedings 


Actual 


1955 1956 


2, 885 3,470 | 3,800 
89 | i650 165 


4,120 3, 965 
| 2, 870 3, 145 
Recommended reports served ‘ , | 2,775 | 
Final reports circulated : SPS ae 





Disposed of: 
Dismissed bk ietiee het Ree ih ok De. eel ee 
Effective recommended order PEA Se 
Report of Division or Commission _.._._..........-+.. 





3,471 | 
2,079 | 





1 Includes 500 proceedings under sec. 212 (c). 


Mr. Tuomas. Will you please explain the workload table shown on 
page 108? What do you mean by applications for permanent motor 
carriers’ operating rights? 

Mr. Corus, For certificates or permits. Certificates as common 
carriers and permits as common carriers, 

Mr. Tuomas. How many did you grant in 1957? How many new 
certificates did you grant to motor carriers? 

22311—58—pt. 2-50 
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Mr..Coyrue. I would guess.that the number granted was some- 
where between 2,000 and 2,200. 

Mr. Tuomas. You say, here, 3,164. 

Mr..Coyue. .That.is the number filed. 

Mr. Tuomas. New ones filed? 

Mr. Corte. Yes, sir. 

Mr. Tuomas. Then we come to hearings held, recommended re- 
ports served, and final reports circulated. Then you have disposed of 
and pending at the end of the year. What do you mean by that? 

Mr. Freas. The applications may be granted or denied, or granted 
im part. 

Mr. Scumip. Disposed of, 3,500 motor carrier application cases in 
fiscal year 1957. 

Mr. Tuomas. Whereabouts is that table showing those granted? 

Mr. Coyue. I world say between 2,000 and 2,200 were granted 
during fiscal year 1957. 

Mr. Tuomas. That is new certificates that you granted during 
the year? 

Mr. Coyte. It may be a certificate to a new carrier or an extension 
of rights to an existing carrier. . 

Mr. Tuomas. I cannot understand that last figure. You are not 
going to let 1,500 or 2,000 new operators come in and move into the 
industry like that? 

Mr. Freas. It may be an extension, commoditywise or territory- 
wise. 

Mr. Tuomas. That is what I am thinking of. 

Mr. Freas. They are not all new grants to carriers not in the 
business before. 

Mr. Toomas. A man can get through the eye of a needle just as 
easy as he can get a new certificate. 

I mean new in the sense that he is not now in the business or that 
he wants to go into another territory being served by somebody else. 

Mr. Yates. Unless it is. from Houston to Nacogdoches. 

Mr. Coy te. In fiscal year 1957 that was 2,170 grants of operating 
authorities. That is shown in the last annual report. 

Mr. Freas. 2,170. 

Mr. Tuomas. What does that show? 

Mr. Coyruiz. That represents the total new grants of operating 
rights, either to new carriers or to existing carriers. 

Mr. Tuomas. Operating rights to existing carriers, must be 2,087 
of that 2,100, is that right? 

Mr. Coyrtn. No, sir; I would say that the percentage would run 
about 1,800 to existing carriers and about 370 to new carriers. 

Mr. Yates. What portion of those are transfers for a consideration? 
Mr. Freas. These do not include any transfers. 
Mr. Tomas. Let us come back in the morning, gentlemen. 


Fripay, Fepruary 21, 1958. 
Mr. Tuomas. Will the committee please come to order? 
We are glad to see you gentlemen, and we are glad to have a full 

attendance here this morning. I suppose no one has slipped and 

broken any bones in this ice and snow. 
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Off the reeord. 

(Discussion. off the record.) , 

Mr. Freas. Mr, Chairman, | have a comment or two about yester- 
day’s proceedings. Would this be an appropriate time to mention.it? 

Mr. Tuomas. Surely. 


INQUIRY AND COMPLIANCE WORKLOAD 


Mr. Freas. You inquired about the number of cases in connection 
with our inquiry and compliance work. 

For the last 6 months of the fiscal year, from July 1, 1957, to 
December 31, 1957, we had a total of 210 court cases. One hundred 
and ninety-one of these cases were criminal proceedings, 7 civil injunc- 
tion proceedings and 12 civil forfeiture proceedings. 

Mr. Tuomas. How many does that total? 

Mr. Freas. That is,210. 

Mr. Tuomas. I have that figure. We were guessing yesterday as 
to the number of civil cases, and I believe someone said it was about 
30 as well as I remember. _ We did not miss it far. 

Mr. Freas. There were 19. At the same time, we had 46 cases 
before the Commission. 

I also have the same figures for the entire year. During the year 
we had 359 total, and of that 359 court cases, 321 of them were criminal 
proceedings, 18 civil injunctions, 20 civil forfeitures. There were also 
36 cases before the Commission. 


DUPLICATION IN “HOUSEKEEPING” ACTIVITIES 


Another thing I would like to mention is that I am afraid the record 
leaves the impression that there is considerable duplication in our 
housekeeping activities as between the Managing Director’s office and 
the various bureaus and offices. 

I think the situation is something like a well-ordered house, where 
the children make up their own beds, and the mother makes up the 
beds, but there is no duplication. 

I would like to have the Managing Director clear that up a little. 

Mr. Tuomas. We will be glad to hear from him. 

Mr. Scumip. I think the question arose yesterday when you 
inquired about the 27 people in our section of administration in the 
Bureau of Motor Carriers. 

Mr. Tuomas. In addition to all of your people also. 

Mr. Scumip. In addition to our people also, approximately 150. 

Mr. Tuomas. And in addition to the other Bureaus having the 
same units. 

Mr. Scumip. That is correct. 

Mr. Tomas. And in addition to the field also having the same 
units. 

Mr. Scumip. That is correct. That is what I want to explain. 

First of all, the 27 people in the section of administration is mis- 
leading, because within this group we have a Director and an Assistant 
Director, who direct the entire motor carrier program. 

We have the field assistants and the liaison people between the 
Director’s office and the field. 
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We have four attorney-advisers whose function is to interpret cer- 
tificate provisions as inquiries come in from motor carriers. Then, 
we havea very substantial number of ¢lerks, typists, and stenogra- 
phers. 

It is true that there are certain numbers of these people—approxi- 
mately 10—devoting time to administrative details such as personnel, 
space, equipment, supplies, records, maintaining mailing lists, exam- 
ining travel records and vouchers, and so forth. 

That is also true in other bureaus, except’ not to the same degree. 
You.do not have nearly so many people that can be identified. 

Mr. Tuomas. That nutiber of 10 is not too much out of line, but it 
is considerably out of line when one considers that out of your 551 
people you ohly have 150 6f them in the District of Columbia, and 
there are 415 in the field. 

Mr. Scumip. That is right. 

Mr. Tuomas. Are those figures approximately correct? 

Mr. Scuuip. That is right, but there is a good deal of work to be 
done by these employees. 

For example, all vouchers processed come up through this section; 
space matters are handled in the field. We cannot handle everyday 
operations in the field, The Regional Managers handle administra- 
tive matters out there. 

Mr. THomas. But you do not change space in the field every 2 
weeks; do you? 

Mr. Scumip. No, sir; but you have records to maintain on leave, 
supplies to be requisitioned and furnished employees, travel requests 
to prepare, and a good many other housekeeping duties and adminis- 
trative work that is absolutely essential, and it must be performed at 
the field level and at the Bureau level. 

Mr. Tuomas. The director in the field has to get approval from 
this unit in Washington before he can O, K. travel? 

Mr. Scumip. No, sir; there is delegation of authority to our field 
offices to approve certain types of travel, but with reference to travel 
out of the Washington area that has to be approved here. 

Mr. THomas. What does this unit here in the District of Columbia 
have to do with the trayel of a field unit? 

Mr. Scumip. The youchers come in and they have to check, for 
example, on whether or not the travel was. performed in conformance 
with the authorization. 

Mr. Tuomas. Why have that field director down there on the 
ground if he does not know what is going on? How does this person 
in the Bureau here know? 

Mr. Scumip. There is another very important matter. We allocate 
travel moneys to each of our bureaus and field offices, and we have to 
make sure that they remain within the allocation of money. That is 
their responsibility, too. 

Mr, Tomas. Let. us put it like this: You are performing some 
rather useless actions if, your, director in the field does not. know 
whether people should travel. 

Mr. Scumip. He does. 

Mr. Tuomas, He authorizes it, but after the travel has already 
been made you have someone up here to check it? 

Mr. Scumip. There are certain types of travel that must be ap- 
proved in Washington, and which must be approved by the head of 
the agency by law. 
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Mr. Tuomas. That is a very small part of your travel. 

Mr. Scumip.. Then you have ‘personnel matters: , For instance, the 
regional manager in the field feels certain people should be promoted 
and in order to get that, action started a. personnel action must, be 
nee a we description must be written, and it must be forwarded 
to Personnel Office where it is reviewed in the light of classification 
standards. 

There is a good deal of those, things that.go on. For instance, in 
the preparation of this budget each one of our regional offices, and 
each one of our Bureau Directors prepare very comprehensive justifica- 
tions of their budgetary requirements, and I might say it usually is 
considerably more than what there is in this document. 

They prepare elaborate justifications and those are reviewed by my 
office in the light of Commission policy. 

There are hearihgs very similar to what we have here. Our bureau 
people come to us and justify their needs for the coming year. It 
takes a lot of time to prepare this type of justification. It takes a lot 
of time to maintain these statistical figures that we find in the budget 
here. Those are not maintained by us; they are maintained at the 
various bureau levels by small groups of people who. perform this 
function in addition to their other duties. It would appear-to be a 
duplication, but it is not. 

They work, for instance, in the same general areas, but it is their 
part of the total work picture. 

Mr. Tuomas. I thought you had a centralized budget group here. 

Mr. Scumip. We do. All of this material that comes in is edited, 
reviewed, and examined by us and ultimately forwarded to the Com- 
missioners for their final approval. 

Mr. Tuomas. I thought the Bureau estimates of expenditures would 
be made by the head of the Bureau. I should not think you would 
have a unit in there doing that work. 

Mr. Freas. Yes, sir; but the basis for doing that is this: He has to 
get the information from the grassroots. They submit things to him, 
and he goes over them and coordinates them, and brings them to- 

ether, and also substantially revises them if he feels they are out of 
ine. 

Mr. Tuomas. I cannot imagine any other way you could do it. 

How many people does it take to do it? This is a process which 
does not go on 12 months out of the year; is it? 

Mr. Scum. It does not take very many people. I cite this budget 
work as one example. I have told you about the need for preparing 
the necessary personnel documents to recruit, promote, retire, and 
even fire people. There is a certain amount of paperwork which must 
be undertaken in order to get started on these actions. 

Mr. Txomas. Did I understand you to say ‘‘to fire people?” 

_Mr. Scumip. Well, occasionally we do, Mr. Chairman, have to fire 
people for incompetence. We have fired some. 

Mr. Tuomas. How many have you fired this year? 

Mr. Scumip. Well, I do not know exactly. 

Mr. Tomas. I mean fiscal year 1958? 

Mr. Scumip. I do not know how many were fired, but I know down 
in our typing pool we had to remove seven this year for complete in- 
competence—people who did not even come close to meeting our 
production standards for that particular work. 
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You see, sometimes people are fired for incompetence, and some- 
times people after being reprimanded over a period of time usually 
quit, and look for another job. 

Mr. Tuomas. Is there anything else which you desire to bring to 
the attention of the committee, Mr. Chairman? 
Mr. Freas. I think that is all, Mr. Chairman. 


Bureav or Moror Carriers 


Mr. THomas. We will now go back to the operations of the Motor 
Carrier Bureau for a moment. 

How many divisions or sections—I believe you use the word 
“sections” rather than ‘‘divisions’—do you have? How many do 
you have in the Bureau of Motor Carriers? And what do the green 
sheets reflect on each one of those divisions as to the two top people? 

Mr. Scumip. We have four. 

Mr. THomas. Where do you find your four? 

Mr. Scumip. On page 74 of the justifications where you have the 
section of administration. 

Mr. Tomas. All right; go ahead. 

Mr. Scumip. That is the one we were just talking about which 
includes the Director of the Bureau and the Assistant Director. 

Mr. Tuomas. Would you please name them right quick? 

Mr. Scumip. You mean name the sections? 

Mr. Tuomas. Yes, sir. 

Mr. Scumrp. You have Administration, Insurance, Motor Carrier 
Safety, and Field. 

Mr. Tuomas. We have already had those. How many more do 
you have besides that? 

Mr. Scumip. That is all. 

Mr. Tuomas. Well, I find two more. Do you not have 2 or 3 
more here? What about the Bureau of Motor Carriers? 

Do you not have one there? 

You also have Administration. 

Mr. Scumip. Right. 

Mr. THomas. You also have Certificates? 

Mr. Scumip. No. Certificates is no longer identified as a separate 
section. 

Mr. Tuomas. What about Complaints? 

Mr. Scumip. That is now part of the Bureau of Operating Rights. 

Mr. Tuomas. What about insurance? We have had that; have we 
not? 

Mr. Scumip. Yes, sir. 

Mr. THomas. What about the Motor Board? 

Mr. Scumip. The Motor Board is no longer a section of the Bureau 
of Motor Carriers. 

Mr. Tuomas. That is out for this year, but it was in your program 
in 1957? 

Mr. Scumip. Yes, sir. 

Mr. THomas. What about Safety? 

Mr. Scumip. We mentioned the section of Motor Carrier Safety. 

Mr. THomas. What about Operating Rights? 

Mr. Scumip. That is now a separate Bureau. 

Mr. Tuomas. Now, you mentioned eight programs plus thie field. 
























How many of these seetions are out? I call them sections, and you 
call them divisions. 

Mr. Scumip. We had 8, and we have only 4 left, sir. 

Mr. Tuomas. Which is one is out? 

*Mr. Scumrp. Certificates—— 

Mr. Tuomas. What about the “Motor Board’’? 

Mr. Scumip. Out. 

Mr. Tuomas. “Operating Rights’? 

Mr. Scumip. Out. 

Mr. Tuomas. “Certificates”? 

Mr. Scumip. Out. 

So, you still have “Administration,” ‘Insurance,’ ‘““Motor Carrier, 
Safety,”’ and “Field.” 

Mr. Tuomas. Please do not give me any of this old material, then, 
next year. 

Mr. Scumip. Did we put that in the budget? 

Mr. Tuomas. I did not get it out of the thin air. 

Mr. Ryan. That is a table of average employment since 1940 in 
the Commission. 

Mr. Tuomas. You expected me to read this; did you not? 

Mr. Ryan. Yes, sir. 

Mr. Tuomas. Well, I read it, and there it is. 

I got confused, do you not see? A man does not have to be crazy 
to read these things. 

Mr. Ryan. It helps us to prepare them. 

Mr. Tuomas. The amount of detailed information is astounding. 

Mr. Scumip. We are always caught in the middle on this thing. 
. We try to anticipate all the things you want to see, but still avoid too 
many details. It is difficult. 

Mr. Tuomas. I did not want to see it. It was there, and I had to 
look at it. 
RESULTS OF REORGANIZATION 


Mr. Scumip. This is a part of our reorganization. 
Mr. Tuomas. On this reorganization, how much did you save? 
Mr. Scumrp. Well, if you were to ask us to identify the savings in 
precise dollars, I could not tell you that we saved any, but let me say 
this 

Mr. Tuomas. What about your consolidation? You pulled them 
together, and set up either 2 or 3 new bureaus. 

Mr. Scumip. Just one new bureau. 

Mr. Tuomas. Well, you expanded another; did you not? 

Mr. Scumip. Well, yes. 

Mr. Tuomas. In fact, two more? 

Mr. Scumip. Well, to the extent we expanded one we cut back in 
another, though. Here is what will happen: What we did is take our 
proceedings work and set it up in three separate bureaus. We now 
have one bureau that handles all operating rights, regardless of type of 
carrier. 

Mr. THomas. How much did we accomplish by that? The 
Chairman said yesterday he did not know. 

Mr. Freas. I think we got efficiency, but in dollars and cents we 
possibly did not acourttpliat very much at all. Probably one reason 
why we have not gotten as far in consolidating as the report had 
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suggested, is that. we tried to do it where there was something to be 
gained by it. However, where we did not get efficiency or a dollar 
savings, we did not. do it. 

Mr. Scumnip. I also think that, as a result of realining this work on 
a functional basis and putting all personnel skilled in operating rights 
work in this Bureau, we. obtained a greater disposition of cases than 
we would have gotten otherwise. During the calendar year 1957 we 
increased the disposition of motor carrier application cases by about 
7 percent, or from 3,190 to 3,406. 


WORK OF MANAGEMENT STAFF 


Mr. THomas. How many of those specialists did you have in your 
sup Do you haye 3. or 4? 

r. Scumip. You mean in the management staff? 

Mr. Tuomas. Yes, sir. 

Mr. Scumip. We have a total staff of 6 including 2 clerical em- 
ployees. 

Mr. THomas. On what do you have them working now? 

Mr. Scumip. Well, they are not only working on reorganization 
matters, but they work on a good many other things besides that. 
However, right now they are examining, as I indicated yesterday, the 
work performed by the Administrative Section of the Bureau of Motor 
Carriers. Mr. Qualls of the Bureau of Motor Carriers is assisting 
us in this study. 

Mr. Tuomas. You told me that yesterday. What else? 

Mr. Scumip. We are working on expediting the proceedings work. 
This is done by an analysis of the statistical information which we | 
maintain centrally, and advising the bureau directors of trends, 
deficiencies, and so forth. 

Mr. Tuomas. Has your group ever taken a look at the planning 
which has been done in the last 5 or 6 years by the Office of Defense 
Transportation? 

Mr. Scumip. You mean the work of the Office of Defense Trans- 
portation? . 

Mr. Tuomas. That work has been carried on to the extent of 
$225,000 worth last year. 

Mr. Scumip. No, sir, we have not in a management sense. 

Mr. Tuomas. They have been working on plans and got them 
almost finished and then threw them out the window and started all 
over again on some new ones. | 

Mr. Scumip. That is essentially an ODM function that has been 
delegated to the Interstate Commerce Commission. 

Mr. Tuomas. But the Interstate Commerce Commission is paying 
the bill for it. 

Mr. Scumip. That is correct; we are. I might also add that we are 
not even doing all the things they have asked us todo. We have been 
working on part of the program but not all of it. 

Mr. THomas. What did they ask you to do? 

Mr. Ryan. We have it listed here. 

Mr. Tuomas. We have already gone into that. 

Mr. Scumip. We have had to define those essential functions—— 
r Mr, Tuomas. What all did they ask you to do which you are not 

oing? 
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‘Mr. Scumrp: They have asked us to expedite our work in deter- 

mining traffic rerouting plans which means that in a time of emergency 

our freight would go around the key cities. 

. me Datiean, Did they tell you just what year they wanted that 
one 

Mr. Scumrmp. They would have liked to have had that done in the 
last 12 months, but we have phased it out over a 3-year period. 

Mr. Tuomas. Then, when you get that done, they will want you 
_ Lm that up and throw it out the window and start in on a new 
plan? 

Mr. Scumip. It is certainly true that as they build bigger bombs 
which cause greater damage you have to reexamine plans. 

Mr. Tuomas. Can they get any bigger bombs than they have now? 
Mr. Scumip. I do not know. 























Bureau or Rates anv Practices 





Mr. Tuomas. At this point in the record we will insert page 114 of 
the justifications. 
(The page referred to follows:) 


Bureau or Rates AND Practices (Activity No. 1) 


This Bureau, with a staff of hearing examiners, examiners (attorney-advisers), 
and a clerical force, assists the Commission by conducting formal hearings, pre- 
paring proposed reports, proposed final drafts of reports (decisions), and making 
recommendations upon pleadings and motions in the following types of proceed- . 
ings: Formal investigations; formal complaint and answer proceedings; investiga- 
tion and suspension proceedings instituted upon protests, or the Commission’s 
own motion, with respect to changes in rates, classification ratings, fares, rules, 
regulations, or practices proposed by the railroads, motor earriers, domestic water 
carriers, and freight forwarders in their tariffs; consideration of applications for 
relief from various prohibitions in the acts administered, including particularly 
section 4 of the Interstate Commerce Act; and applications under section 5a of the 
act, from groups of carriers or freight forwarders, for approval of agreements en- 
tered into by them to govern methods of considering jointly the initiation and estab- 
lishment of rates, fares, charges, divisions of revenues on joint traffic, rules and 
regulations affecting transportation of freight or, passegers. 


Comparison of 1959 budget with 1958 appropriation 





| 
Fiscal year Positions Personal Travel Total 
services 


_— 


The 109 positions provided in the 1959 budget are separated by categories as 





follows: 

DiWOCUB iis 4s ncn ke ctdnn df chen ace mower iad Gee ee eel ee tees 1 
pO LEER ELLEN GED! DN TD SIE TOELEM 37 
FI I IN no cis ae ete Set Siem gt msg: tans 55 


Clerks, stenographers, and typists_...............-.--..-------..-.--- 16 


The inerease of $1,128 requested for travel is for the increased cost of trans- 
portation. 


Mr. Tuomas. I note you have 109 jobs against 109 for last year, 
and you show an increase of $1,128 for travel. 
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That.brings your travel bill up to $20,000 for this year. Your total 
cost is $975,848. 

You state as follows in the justification: 

This Bureau, with a staff of hearing examiners, examiners (attorney-advisers), 
and a clerical force, assists the Commission by conducting formal hearings, pre- 
paring proposed reports, proposed final drafts of reports (decisions); and making 
recommendations upon pleadings and motions in the following types of proceed- 
ings; formal investigations; fermal complaint and answer proceedings; investiga- 
tion and suspension proceedings instituted upon protests, * * * 

This is the right arm of the Commission; is that right? 

Mr. Freas, One of them. We have a couple of right arms. 

Mr. TxHomas.: What is your left arm? 

Mr. Freas, Well, the work of Rates and Practices in its particular 
field is comparable to the work of the Bureau of Operating Rights on 
certificate matters, or the Bureau of Finance on finance proceedings. 

One is as much a right arm as the other. 

They are all three important functions. 

Mr. Tuomas. But, which are the three big bureaus that really 
assist the Commission when you get right down to making your 
decision? You depend upon three bureaus. Which are they? 

Mr. Freas. I think that is pretty nearly like trying to select between 
your children which is your favorite child. They are all tremendously 
Maperset, and we could not get along without any of them. 

Tuomas. You have either 2 or 3 bureaus that are sitting right 
with you on your decision. You are not going to have your bureau 
on housekeeping and your bureau on economics sitting with you. 

Mr. Freas. On proceedings work what I am trying to say is that 
those three bureaus do work of the same nature. 

Mr. THomas. Name them. 

Mr. Freas. The Bureau of Rates and Practices; the Bureau of 
Operating Rights; and the Bureau of Finance which handles mergers, 
consolidations and tranfers. So, the work of those three bureaus is 
of the same nature excepting it is divided functionally. 

Mr. Tuomas. Just what does this Bureau of Rates and Practices do? 

Mr. Freas. This Bureau handles all our formal rate work. 

Mr. Tuomas. Nothing but rate work? 

Mr. Freas. Rates and related matters like rules and regulations, 
and so forth. 

Mr. THomas. Well, it is a very highly technical body, is it not? 

Mr. Freas. It is. 

WORKLOAD DATA 


Mr. Tuomas. At this point in the record we will insert the table 
which appears on page 115 of the justifications, showing the workload 
for 1955 through 1959. 

(The page referred to follows:) 








Pending, beginning of year 
Received during year 
Work disposed of during year 
Pending, end of year 
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Mr. Tromas. You state as follows: 


The following statement includes the total proceedings now handled by this 
Bureau for the fiscal years 1955, 1956 and 1957, with estimates for fiscal years 


1958 and 1959. 
It sets out the information in table form. 
You further state: 


From 1946 until March 25, 1957, this Bureau eonducted the hearings, and 
prepared reports in motor carrier application, investigation and related proeeed- 
ings wherein an employee of the Bureau of Motor Carriers performed investigative 
or prosecuting functions (within the meaning of section 5 (c) of the Administrative 
Procedure Act). These proceedings are now handled by the Bureau of Operating 


Rights. 

The activities of this Bureau are not confined by any means to the 
Bureau of Motor Carriers; is’it? 

Mr. Scumip. No, sir; that is merely in explanation of what has 
transpired... The workload statistics of this Bureau follow right there 
under the table. 

Mr. Tuomas. What is the nature of the applications pending at the 
beginning of the year where you will have 1,134 for 1959, which is an 
a. figure, against 1,206 for 1957, which ought to be a firm 

gure? 

What is the nature of the applications pending? 

Mr. Apuin. They are mostly so-called I. and S. cases; investigation 
cases, investigations instituted into currently effective rates, and 
then there are complaint and answer cases. 

Mr. Tuomas. Your activities deal with rates; do they not? 

Mr. Apuin. Yes, sir. 

Mr. Tuomas. You do not get: over into the field of finance? 

Mr. Artin. Not at all. 

Mr. Tuomas. These Bureaus are so constituted that if one gets 
behind in its work the other can sort of lend some of its people to help 
out in another Bureau? Can Rates help out in Finance, or vice 
versa? 

Mr. Scumrp. We have actually done some of that: We have 
shifted men back and forth. 

Mr. Freas. It cannot be done to an unlimited extent, because it is 
highly technical work, and a man that is skilled in operating rights 
may not necessarily be acquainted with rate work at all. 

Mr. Tuomas. As a matter of fact, there is not kinship between the 
three divisions; is there? 

Mr. Freas. So far as the basic technical knowledge is concerned, 
there is in certain areas but not all the way through. So you cannot 
use one man 

Mr. TxHomas. It is expecting too much for one man to be able to 
operate efficiently in all three bureaus; is it not? 

It does not matter if he has been in the Commission 15 or 20 years, 
still that is expecting too much? 

Mr. Freas. By and large it is. We have some men who can reasona- 
bly qualify for all three, but they are few and far between. 

Mr. Tuomas. I note under the headings “Work disposed of during 
the year,” you had 1,950 cases in 1957 as against an estimated 1,889 
in 1959. 


How do you dispose of these cases, and when are they disposed of? 
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Are they disposed of when the Bureau makes its recommendations 
to the Commission, or does the matter have to be wound up before the 
Commission before it is actually dispesed of? 

Mr. Freas. It must be completely wound up either by. the decision 
of the Commission or an order discontinuing the prosaedings, 

Mr. Tuomas. Apparently, your workload © is fallin off en rail- 
road business falls off, your work falls off; is that t? 

Mr. Freas. Yes, sir. However, I think ‘we should PHN. this out—— 

‘Mr. Murray. No. | 

Mr. Tuomas.) I thought I heard someone say “‘No.”’ 

Mr: Freas. I was in the process of saying what amounts to “No.” 
These numbers are quite highly misleading sometimes, as I mentioned 
yesterday. 

Mr. Tuomas. We have found that out: 

Mr. Freas. I mentioned yesterday that in these general rate 
increase proceedings we used to get'a big ease every couple of years. 
Lam's year we had two of them, and starting this year we have already 

ad one. 

One of these general increase proceedings like Ex parte 212 or Hz 
parte 206 will offset a large number of ordinary proceedings. 

Mr. Tuomas. These cries do not mean much; do they? 

Mr. Fruas. No, sir. 

Mr. Tuomas. You can get one ease that will tie'you up for 6 or 8 
months, or a year? 

Mr. Fras. They have meaning, ‘but, nevertheless; have to be 
considered in the light of these proceedings. 

Mr. Tomas. One case, for instance, could be where a man wrote 
a letter inquiring about a rate fora particular commodity over a 
given line, and whed you get ready to make up a statistical sheet, that 
is an item; and I do not suppose you could throw it out the window. 

Mr. Freas: We could not very well do that; but at page 116 of the 
justifications, in ‘the last. two paragraphs, you will nite there is some- 
thing which has to be taken into consideration. ' 

Mr. THomas (reading): 


The number of proceedings disposed of during ‘fiscal 1957 decreases approxi- 
mately 15 percent, as compared: with 1956." Several factors contributed to this 


result. 

You state one item of increased freight rates, Eastern, Western, and 
Southern ‘Territories, 1956. 

I do not see any reflection here of the activities in the Bureau in the 
way of employment. 

Mr. Scumrp. The next! paragraph is rather pertinent to it, particu- 
larly that first sentence. 

Mr. ‘Tomas. That sentence’ reads as follows: 

During 1957, the attorneys for parties to formal proceedings prosecuted a greater 
number of ‘proceedings to a decision instead ‘of requesting dismissal thereof. 
That necessitated a greater amount of work’on)such ‘cases. 

That is the lawyers. ‘We lawyers always work. _What about the 
rest of the folks, Painted that we lawvers do more work than anyhody 
élse all the time? 

What about the rest of the folks? ' 

Mr. Freas. I would like to say this: That in any. organization .as 
big a8 Ours you have some that'do not do quite as ‘much ‘as others, but 
by and large our staff really is working. 
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Mr. Txuomas.' There has been'a 15-percent deeréase, and’ it will be 
more than 15 percent in 1959. That 15-pereent decrease‘was 1957 
compared to 1956, and this is 1959:' In\1959 that decrease should be 
at least 20 percent.) 9 1'0 ° i iy a 

Mr. Scrip. You mean .1959/over'1957? 

Mr. Tuomas. Yes, sir; that is a modest estimate. 

Mr. Scumip. We are not predicting amy generakidecrease. 

Mr. Tuomas. I know, but that is what I am talking about. 
Actually, it is about 20 percent or 25 percent; is’it not? 

Mr. Freas: No, sity |: : 

Mr. Txomas. Well; @ good answer to that is it is bound ‘to be that 
much, but you cannot turn loose your trained people just because you 
have a little momentary lull in business: Is that not a pretty good 
answer? 

Mr. Yares. It is as good ashe can find at the moment. 

Mr. Freas. Mr.,Aplin, do you have a hull in business which would 
justify your laying off some of them? 

Mr. Apurn. Not as yet;:no, sir. 

Mr. Tuomas. What about 1957? You have about a 20-percent lull 
over 1956 with the same number of people: 

Mr. Apurn. That does not mean: that the same number of people 
were not working just as hard. 


BACKLOG OF WORK 


Mr. Scumip. As a matter of fact, Mr: Chairman, we are struggling 
pretty hard right now to reduce that backlog, to more manageable 
proportions. 

Mr. Tuomas. What backlog are you talking about? 

Mr. Scumrip. Some of our older cases. We are trying to break those 
down. I think we have had very good results with those. 

Mr. Tuomas. In which Bureau? 

Mr. Scumip. In the Bureau of Rates and Practices. 

Mr. Tuomas, Which year? Was it. carriers or rails, or what? 

Where is the backlog? 

Mr. Apuiin. They are mostly motor carrier cases. 

Mr. Tuomas. Haye we not gotten rid of that, backlog yet? 

Mr. Fruas. Those are motor carrier rate cases which he is talking 
about, and not motor carrier certificate cases. 

Mr. Tuomas. How much backlog do you have in rates? I thought 
you had a big rate case about 6 or 8 months ago. 

Mr. Scumip. Our pending workload at the end of fiscal year 1957 
was 1,123 cases. Some of that is not backlog at all. 

Mr. Tuomas. Those figures a while ago did not mean much. How 
much of a backlog do you have in rate cases for carriers in terms of 
point of time? Would that be 2 months, 6 months, or 7 months? 

Mr. Apuin. We started in 1957 with a backlog of about 1,100 cases. 
During the year 1,867 cases were instituted, and the Commission 
disposed of 1,950. 

Mr. Tuomas. Well, in point of time now, how much backlog do 
you have? These figures do not mean too much to us, and certainly 
they do not mean anything to me. 

Mr. Apuin. We have around 1,100 cases; but they are not old cases. 
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Mr. Txomas...Well, in point.of time low: long, will-it take to get 
rid of those 1,100 cases? 

Mr. Fruas. Specifically; that figure is 1,040 cases. We disposed 
of 1,950 cases during the year 1957. So, roughly, I would say that 
was equivalent of 7 months’ work.,. We could not say that that is all 
backlog, but that is work that is in process, and»a lot of it is work 
that should be disposed of, and we are continually striving to reduce 
the time required. 

Mr. Tuomas. How many people do you have working on. this 
particular item of rates for motor carriers, out of your 109 employees? 

Mr. Artin. We have: 37 hearing examiners, and 55) attorney- 
adyisers. Most of the cases.are handled under what we call a modi- 
fied procedure which contemplates the filing of verified statements 
instead of having oral hearings, and those 55 attorney-advisers work 
mostly on those cases in preparing final reports. 

Mr. Tuomas. Do you have any housekeeping people in those 109 
employees? 

Mr. Apuin. Well, we have 16 clerks, typists, and stenographers. 

Mr. Tuomas. They are not housekeeping people, are they? 

Mr. Aputin. Well, the clerks are record:clerks: 

Mr. Scumip. You have 2 or 3 record clerks, and then vow have the 
Director and Assistant Director, which would fall into that category. 
and which would be comparable to what we were talking about in the 
Bureau of Motor Carriers. 





























Bureau OF SAFRTY AND SERVICE 


Mr. Tuomas. At this point in the record we will insert page 119 of 
the justifications, which has to do with the Bureau of Safety and 
Service. 

(The page referred to follows:) 


Bureau or SAFETY AND Service (Activity No. 5) 


The primary work performed by this Bureau includes inspection of safety 
appliances, signal and train control installation, and locomotives; enforcing com- 
pliance with car-service regulations designed to increase the utilization of railroad 
rolling stock. 


Comparison of 1959 budget with 1958 appropriation 


Fiscal year Positions Personal Travel | Other Total 


| services | Objects 















GOOD, - ne er aae-ibavyet3 a oe 352 








$2,447,760 | $641,322 $201,155; $3, 290, 237 
ee ot iT A INET 352 | 2447, 760 543, 892 194,200) 3, 185, 951 
fran pd tt antsy teen 


Increase, 1959 over 1958__ - 0 0 +97, 430 | +6, 856 +104, 286 

The Bureau of Safety and Service consists of four, major units. The following 

statement shows by these units the number of positions requested for 1959 which 
is the same number of positions authorized for the current fiscal year: 


Requested 
1959 
Director’s Office: 
TM Be 4 
tC see Tne akin bales? 6 ous gicnae deck aes xt we us 26 
Beeneen GF Car SOTVICS. . 26s gn ee mee eee ee Se, en 91 


Section of Locomotive Inspection... 210-2 bo ele a ul Lee. 100 
Section of Railroad Safety ; 
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The inerease of $104,286 requested for 1959 is for the following purposes: 
Travel 


An increase of $97,430 is requested for travel of which $76,043 is to permit 
increased level of travel for service agents, for an assistant regional managers’ 
training conference and to permit additional travel for departmental supervisors. 
The balance of $21,387 is requested to provide for an increase from 7 to 8 cents 
in the mileage rate allowance for use of privately owned automobiles. 

Other objects 

The increase of $6,856 requested under this heading represents the amount 
needed for full-year costs of retirement contributions for current. employment. 

Mr. Tuomas, For 1959 you are requesting a total of $3,290,237 as 
against $3,185,951 for 1958, which is an increase for this year over last 
year of $104, 286. 

$97 ,430 of that increase is for travel. 

The number of employees remains the same: 352 for 1959 against 
352 for last year. 

The Director’s office under departmental has 4 employees, and the 
field has 26. Your Section of Car Service has 91, the Section of Loco- 
motive Inspection has 100, and the Section of Railroad Safety has 131. 


DIRECTOR’S OFFICE 









The Director’s Office has 30 people, I notice, which is the same as 
last year. 

We will put the table at the top of page 120 of the justifications into 
the record at this point. 
(The page referred to follows:) ‘ 


Drrectcr’s OrricE—BureAv oF SAFETY AND Service (Actrviry No.5) 







In addition to guidance and direction over the entire railroad safety and car- 
service program, the Director has specific responsibility for the coordination of 
the fieldwork, and all administrative activities of the Bureau. 


Comparison of 1959 budget with 1958 abpdatestirss 
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The 30 positions provided in the 1959 budget for this office are separated by 
categories as follows: 
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current fiscal year. 
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| Depart- | Field | Total 
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Four departmental positions are provided for the Director’s Office for 1959. 
and for the field service 13 assistant regional manager positions and 13 clerk- 
stenographer positions are provided; these are the positions authorized for the 
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Mr: Tuomas. You state as’ follows: 


In addition to guidance and direction over the entire railroad safety and car- 
service program, the director has specific responsibility for the coordination of the 
fieldwork, and all administrative activities of the Bureau. 


TRAVEL EXPENSES 


What about that travel item? That increase gives you $641,322 
for 1959. That is a lot of travel. 

You state: 

The 1959 budget provides $28,276 for travel expenses for supervision of the 
field force which will permit 8 days’ travel per month for each assistant regional 
manager to fulfill his managerial duties in the region—— 

Mr. Scumip. That is for our car-service agents. They now have 
money to travel 5 days a month, and we are asking for money to 
increase that to 8 days, which will cost $76,043. 

The rest of it, we were only paying 7 cents a mile to our employees 
running their own automobiles, and we have made certain cost 
studies, and so has the AAA, and we have decided 8 cents would be 
more fair. 

Mr. Tuomas. I notice in your “Other objects” you break that down. 

Mr. Scumip. Yes. Most of the increase for this Bureau is in the 
travel item. 

Mr. Txomas. Since you mention it, we will take a look at it. 

You want $1,250,000 for “Travel”. That is for the whole Bureau? 

Mr. Scumip. The whole agency, the Commission. 

Mr. Tuomas. Commissi6n is the better word. 

The. $1,250,000 requested for 1959 under this heading represents an increase 
of $178,381 over the $1,071,619 allotted for the fiscal year 1958. Of the increase, 
$135,626 is requested to permit field service agents to perform an average of 8 
days travel per month, to conduct additional hearings, investigations, and in- 
spections; $18,276 for the additional employees requested and $24,479 to provide 
an increase in the mileage from 7 to 8 cents per mile and increased transportation 
costs. 

Is this consistent with what most of the agencies of the Government 
are doing? 

Mr. Scumip. As a matter of fact, a good many of them are paying 
the maximum of 10 cents a mile. 

Mr. Tuomas. Did the General Services Administration come up 
with a figure? 

Mr. Scumip. No. 

Mr. Tuomas. I think they are paying themselves 8% or 9 cents, 

Mr. Scumip. I know the Justice Depertatant pays 10 cents a mile. 

Mr. Tuomas. It does not look to me like your request there is any- 
thing more than reasonable. How long have you people been operat- 
ing on this 7 cents a mile figure? 

fr. Ryan. Since we first increased the rate from 5 to 7 cents. 

Mr. Tuomas. How long has it been 7 cents? When was it first 
increased to 7 cents? Does anybody remember? 

Mr. Scumrip. At least 10 years ago. 

Mr. THomas. How long have you been at this 7 cents a mile level 
in the Commission? 


799 


Mr. Ryan. At least since 1949. 

Mr. Tuomas. What do these rental agencies charge for a car? 

Mr. Minor. Nine cents plus a fixed fee. 

Mr. THomas. What is the fixed fee? 

Mr. Mrnor. I think it is $12 a day. I think that is right. 

Mr. Tuomas. Of course they are in there for profit, but their rates 
er higher than 7 or 8 cents a mile anyway you want to 
ook at it. 

Mr. Scumip. I think most Government agencies have gone up to 
10 cents a mile, the maximum. You see, the law does allow us 
to go up to 10 cents a mile, but most of our travel is of the long-run 
variety, so we do not need the 10 cents. 


SECTION OF LOCOMOTIVE INSPECTION 


Mr. Tuomas. Where is Judge Taylor? 

Mr. Taytor. Here, sir. 

Mr. THomas. What are you doing in safety and inspection? What 
does the picture look like, Mr. Taylor? How many accidents did we 
have last year that should have been avoided? 

Mr. Taytor. All of them should have been avoided. 

Mr. Tuomas. We will put page 124 in the record at this point. 

(The page referred to follows:) 


Section oF LocoMoTIVE INSPECTION—BUREAU oF SAFETY AND SERVICE 
(Activity No. 5) 


The Director of Locomotive Inspection is charged with the administration of 
the Locomotive Inspection Act enacted to promote safety of employees and travel- 
ers upon railroads by making it unlawful for any carrier to use or permit to be used 
on its line any locomotive unless the locomotive and all parts and appurtenances 
thereunto appertaining have been inspected as required, and are in proper con- 
dition, safe to operate and comply with the approved rules and regulations estab- 
lished under the act. The primary duty of the Director of Locomotive Inspec- 
tion, acting through the authorized inspection, technical and administrative force, 
is to determine that required inspections of locomotives are made by the carriers; 
that defects disclosed by these inspections are repaired before any locomotive is 
returned to service; that general design, construction and repair practices comply 
with the requirements and promote maximum safety in order that accidents and 
casualties be minimized by the elimination of unnecessary hazards. 


Comparison of 1959 budget with 1958 appropriation 


Fiscal year Position Personal Travel Other 
services objects 


$700, 796 $201, 485 $64, 019 $966, 300 
700, 796 600 


Of the increase of $9,700 shown above, $1,729 results from the cost of opera- 
tion of the Director’s Office prorated equally to the three sections of the Bureau; 
$6,697 for increase from 7 to 8 cents per mile for travel by privately owned auto- 
mobile; and $1,274 is increase for full year costs of retirement contributions for 
current employment. 

The 100 positions provided in the 1959 budget are separated by categories as 
follows: 


22311—58—pt. 251 
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Depart- Field Total 
mental 

Director of locomotive inspection. --_-..............--.-.--..-. Be v..2A428 1 
Assistant director of locomotive inspection. -.-_.............-.- ee a 1 
te ieee ERE SL oats nnisop n= dure —pimereaianins eatatean ae yee. eeu 2 
Locomotive inspector. __..........-...----.----.-2:. $353.) cee, 58 58 
ncn nun p Ln apnisccnpesncnageeasnele Be ities wschaenie ae 1 
Clerks, stenographers, and typists_.._............-L-..--.---. 17 20 37 
Sits rhistieihitn do ~ eedbncktlinch SAAR Sab sdesin sana 22 78 100 


NUMBER OF ACCIDENTS AND CASUALTIES CAUSED BY DEFECTIVE LOCO- 
MOTIVES 


Mr. THomas. How many accidents did you have last year? 

Mr. Taytor. In 1957 we had 75 accidents caused by defective 
locomotives, and 73 in 1956. 

Mr. Scumip. Page 126 shows the story on accidents. 

Mr. Tuomas. What about the general picture? Are we going up, 
going down, holding our own? You usually have a good statement to 
make. 

Mr. Taytor. We are going down slightly. 

Mr. Tuomas. Put this table on page 126 in the record. 

(The table referred to follows:) 

The following table shows the number of accidents and casualties caused by 
defective locomotives during the last 12 fiscal years: 

















| 
Fiseal year | Accidents | Casualties || Fiscal year Accidents Casualties 
| | | 
457 505 | Bs hide Wane Piemaneiniy 196 207 
400 523 | 1953... Sodas 134 162 
382 426 i thn bk bets od Goiskd 105 305 
277 320 i] POOL Ske el cnnicwe-'4 | 83 145 
220 244 || 1956..-............-.. 7 83 
221 315 | 1957_...- ~bhderibhKar 75 90 
! 1 


Mr. Tuomas. This table shows that in 1946 you had 457 accidents 
and 505 casualties. What do you mean by casualties? Injuries or 
deaths? 

Mr. Taytor. Injuries and deaths. 

Mr. Tuomas. Casualties covers them both? 

Mr. Taytor. Yes. 

Mr. Tuomas. Then in 1950 you had 220 accidents and 244 casual- 
ties. This is a remarkable record, is it not? 

Mr. Taytor. Yes, sir. 

Mr. Tuomas. And in 1956 it dropped down to 73 accidents and 83 
casualties. That is even more remarkable. 

For 1957 you have 75 accidents and 90 casualties. Is that a final 
figure of 75 accidents? 

Mr. Taytor. Yes, sir. 

Mr. Tuomas. What does the picture look like for the first 6 months 
of this year? 

Mr. Taytor. It is no higher than it has been. 








te o— 


Number SE I a iit tciciectittiniticeiniltidintbinniabns 29, 968 | 35, 
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Mr. Tuomas. I note this language: 


Years of experience have shown, that when a full program of inspections 


particularly field inspections is possible, a marked improvement is noted in railroad 
motive power. 


What do you mean by “improvement is noted in railroad motive 
power’’? 


Mr. Taytor. That is improvement in the condition of locomotives, 
the maintenance and avoidance of defects. 


WORKLOAD DATA 


We will put this table on page 127, in the record. 
(The table referred to follows:) 


Reports and inspections 


Actual Estimate 

Ci lal 

| 1955 | 1956 | 1957 1958 1959 
jetties aR Nisei cece nari called ee ee 
Locomotives for which reports were filed_.............-.- 36, 992 | 38, 062 37, 353 37, 000 37, 000 
Number of locomotives inspected_...................-..- 98,025 | 97,348 | 100,607 | 106,700 106, 
Number of locomotives found defective.................. 9,913 | 11, 107 9, 887 10, 670 10, 670 
Percentage inspected found defective. -.-...............--- 10.1 11.4 9.8 10.0 10.0 
Number ordered out of service.....................-...-- 223 664 518 450 

560 26, 385 30, 650 30, 


Mr. Tuomas. This table shows that locomotives for which reports 
were filed in 1955 were 36,992; in 1956, 38,062; in 1957, 37,353; in 
1958, 37,000, that is the estimated figure; and in 1959 you have the 
same figure, 37,000. 

The number of locomotives inspected—What is the difference be- 
tween the number of locomotives inspected and locomotives for which 
reports were filed? 

Mr. Taytor. They file a report every month on every locomotive 
in the service. 

Mr. Tuomas. Every month on every locomotive? 

Mr. Taytor. Yes; certain inspections. 

Mr. Tuomas. That is keeping up with them pretty good. 

Mr. Taytor. The railroads perform the initial inspection and the 
function of our field force is to see that the railroads do make the in- 
spections, and in addition they make personal inspections. 

Mr. Tuomas. The number ordered out of service in 1955 was 223; 
664 in 1956; 518 in 1957; and that dropped to 450 in 1958. 

Number of defects found, 29,968 in 1955; 35,560 in 1956; 26,385 in 
1957; 30,650 estimated for 1958; and the same number for 1959. 

This applies only to locomotives or to cars? 

Mr. Taytor. Locomotives. 


SECTION OF RAILROAD SAFETY 


Mr. THomas. What about cars? 

Mr. Taytor. That is on page 131, I think. 

Mr. Txomas. Put this table on page 131 in the record. 
(The table referred to follows:) 
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Safety appliances 





Number of pros- 

. rn oF Passenger — pom — ecutions filed 

iscal year pected cars ves peceed: Te Se 
inspected | inspected 

Suits |Counts 

















a 5 oo chee Esk bhi tis ewee 1, 208, 586 41,040 14,177 | 1,263, 803 185 644 
EE edi cpiinddanipnngnceanmes nmin 1, 157, 816 39, 953 13,797 | 1,211, 566 160 583 
Dee haUnaictinnadocrsansmenwie 1, 059, 689 31, 756 13,391 | 1, 104,836 247 1,038 
PEE Tn cuisindinciacccerssceeqsowscwsbee 1, 300, 000 40, 000 14,000 | 1,354,000 250 1, 100 
BED divin enianccdvewceresnemewencneseeces 1, 300, 000 40, 000 14,000 | 1,354,000 250 1, 100 
1 Estimated. 
Hours of service 
Number of 
Hours of Instances prosecutions 
Fiscal year service of excess filed 


reports service 
tabulated reported 
Suits | Counts 




















ak a iat ata ati eae eile atid 7, 442 4, 319 9 | 49 
ena taacslnk ind cainininhasedeaeycieieteat ih <a ahttdigwtae 7, 103 4, 745 11 | 29 
ie nk h AI  ve eh be ibe ACM BOOGIE Shicin annie 7, 301 4, 270 23 | 101 
hn Lhd a ee boc cub die acs ddbusingubadalberesnencenmcae 7, 300 4, 500 25 | 125 
Resch std ess cth one end dadanddibebebdbodndlnbpeinncinds 7, 300 4, 500 25 | 125 
1 Estimated. 
Accident investigation 
| Number of 
Number of | prosecutions 
Number of accidents filed for failure 
Fiscal year— accidents investi- to report 
reported gated ‘a, 
| 
| Suits | Counts 
anti s itRbnkdcqeagdied abd cebanims anekweeseeeuee 469 58 2 | 1! 
I lian siedivaihbendpeerninanigthindenngnntpuntindinunbamminnedl 520 59 10 | 228 
1957 _.....-. bho Sak -136)~5 254 4SS~ Ss 93 4,~5-14E 489 69 22 590 
a he ca Baa tee i Ee TK,3 500 | 70 25 600 
PEE Piiatiltig&abskpaqenadcssclcecscassecriccdbeutdtivecehts | 


500 70 25 600 


1 Estimated. 


Mr. Tuomas. How many people do you have doing all types of car 
inspection or safety inspection? 

Mr. Taytor. There are 56 safety-appliance inspectors. 

Mr. Tuomas. Are you training your people, so that 1 inspector can 
do all 3 types of work? 

Mr. Tayutor. They can do three types. We are about 30 percent 
along in training them to do both kinds of service, and we are also 
training them to do more service-inspection work. 


PRODUCTION OF NEW FREIGHT CARS 


Mr. Txomas. What about production of new cars? This is a 
subject you are bound to be interested in, 

Mr. Taytor. Last year we went the highest of many years, close to 
100,000 freight units, but the number of cars being ordered is dropping 
down every month. It started to drop last. spring. 
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Mr. Tuomas. Four or five years ago, it was a question of personnel 
and shortage of this and shortage of that and you could not get every- 
thing you needed. Now it is a shortage of money, is it not? 

Mr. Taytor. That is right. 

Mr. Tuomas. Do you have a table showing the number of cars 
produced over the last 5 or 6 or 7 years? 

Mr. Taytor. No, sir; it is not in this. 

Mr. Tuomas. Will you put it in the record at this point? 

Mr. Taytor. Yes. Would you like to have the number of new 
cars produced and the number retired? 

Mr. Tuomas. Yes; in parallel columns. 

(The table requested was furnished as follows:) 


Installations and retirements—Class I railways 1951-57 (fiscal years) 


Freight cars | Freight cars 
placed 


in retired 
ce 
SOGE . « ccinenctictin hye dine dds Seesbetintiaddtiniaynesecissenseede tn 73, 146 62, 753 
De cupaks co cog souks nstuagdinamppionciilenigetho qerapiaiiahisitinntataiinmermenineaemetaind 82, 941 54, 946 
WOGB.. 2. cn b nn skh bao tes a a Bid ee oe ee 68, 941 59, 434 
Binns 500.0 tires op Dit dd pe a iinianhdieiine aaa manelinbatetatiaieei aan 54, 352 58, 018 
GO. 0 owns o fdheahS tats-<d.sacn cask basen ieee 26, 67 73, 717 
FE 6 ccd woceuptduniiine ais poeshcope tit deena iii td iiss naahinn 52, 110 63, 267 
WE ica nxkns advection = «<n abba laataiednieanaapeeeraaaaeny allied aaa 79, 50, 872 
WOU 8 nn cnet enc hada lh ies ddcotblhoctdbbunskgienbeenddewadbsctibbsees 49, 737 33, 464 
17 months, 


Note.—Net gain, 25,933. 


Mr. Tomas. What is holding up the production now; shortage of 
dollars? 

Mr. Taytor. That is right. 

Mr. Freas. Dollars plus the lack of freight to put in the cars. 
They will order the cars when they have sufficient freight to put in 
them, but, in the meantime, there is a lag between the time they are 
ordered and the time they are delivered. 

Mr. Tuomas. Are we retiring more cars in 1957, 1958, and 1959 
than the railroads are buying? Put a table in the record. 

(The table requested was furnished as follows:) 





Freight cars | Freight cars | Freight cars 
Fiscal year placed in ordered retired 
service 
To cctieves te cadet onehiena en nen pegs hae 79, 503 54, 868 50, 872 
FEE cor ntarcdibiotiawsdenaestensckoncekrieedamemenactmetatie 49, 737 14, 880 33, 464 





17 months. 
Norte.—Total of 401 freight cars ordered in January 1958. 


Mr. Taytor. Last year there were considerably more new cars 
than retirements. 

Mr. Tuomas. Give us an approximate figure and you can correct it. 

Mr. Taytor. There were about 43,500 additional cars last year 
over retirements. 

Mr. Tuomas. Over retirements? 

Mr. Tayrtor. Yes. 

Mr. Tuomas. About how many were retired? 
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Mr. Taytor. 97,955 new freight cars were bought and about 
54,363 were retired. 

Mr. Tuomas. Is that for fiscal year 1957? 

Mr. Taytor. No. Those figures were for the calendar year. 

Mr. Tuomas. What does fiscal year 1958 look like? 

Mr. Taytor. We do not have a report for January 1958 as yet. 
We were ahead, but starting with January of this year our production 
of new cars will be lower. 

Mr. Tuomas. How much lower compared with retirements? 

Mr. Taytor. It will probably run 3 retirements to 2. 

Mr. Tuomas. Three to two? 

Mr. Taytor. I think that will be bout right for this year. 

Mr. Tuomas. The Chairman msde a very significant statement, 
when the traffic will justify it, the railroads will buy the cars. 

Mr. Freas. That is right, but it takes a long time to get their 
orders filled, and in the meantime there is a shortage. 

Mr. Tomas. Well, they cannot get them out of a Montgomery 
Ward catalog, can they? 

Mr. Freas. That is right. 

Mr. Tuomas. Thank you, Mr Taylor. 


Bureau or TRAFFIC 


Let us put page 134, Bureau of Traffic, in the record. 
(The page referred to follows:) 


Bureau or Trarric (Activity Nos. 1 Aanp 4) 


GENERAL 


Tke program and performance of this bureau is shown under two activities, 
namely, activity No. 1—Regulation of carriers’ rates, practices, operating authori- 
ties and finance; and activity No. 4—Supervision and interpretation of tariffs. 
The work of the Suspension Board and the Fourth Section Board is included under 
activity No. 1, and the Director’s Office, Sections of Rates and Informal Cases, 
and Tariffs are included under activity No. 4. 

Effective October 15, 1957, the Bureau of Traffic was reorganized. Under the 
new organization, parallel operations affecting the several types of carriers in both 
rate and tariff work have been merged to provide greater flexibility in assigning 
available staff and to accomplish the functions of the Bureau more effectively. 
Two new sections—Section of Rates and Informal Cases and Section of Tariffs— 
a the former sections of Informal Cases, Rail Tariffs and Motor 

ariffs. 

Comparisons 1959 budget with 1958 appropriation 





Fiscal year Positions Personal Travel Total 
services 
ia, Bi ss ack dicta dpahodbid< 250 $1, 362, 121 $1, 400 $1, 363, 521 
en he eke mmitiineeae 237 1, 316, 052 1,040 1, 317, 082 
Increase, 1959 over 1958................--- +13 +46, 069 +360 +46, 429 


The increase of $46,069 and 13 positions is requested for the following primary 
purposes: 

(1) Twelve additional tariff examiners and three additional clerical positions 
in the Section of Tariffs to provide for more effective tariff examination and for 
the additional duties resulting from recent legislation; (2) a decrease of two report 
writer positions in the Fourth Section Board which results from an anticipated 
reduction in work volume in the Fourth Section Board following the passage of 
Public Law 85-99. 
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Mr. Tuomas. You show 250 positions for 1959, which is an increase 
of 13 over last year. The total cost for 1959 is $1,363,521 against 
$1,317,092 for 1958, an increase of $46,429. 

Travel shows an increase of $360, which would be $1,400 for 1959. 

Why is this Bureau cost going up ‘when the traffic is falling off? Is 
that not what the railroads are complaining about? 

Mr. Freas. The tighter the business gets, the more work there is 
in the tariff and rate fields. When business is tight a competitor is 
more likely to start Cone: about what another does, and also 

one reductions in rates which means more tariff filings and so 
ort 


Mr. Tuomas. This is what we call a hart-time Bureau. When 
times are hard the railroads want to know about the rates, and when 
times are good they do not care. 

Mr. Freas. They care, but not as much. 

Mr. Tuomas. We will call it a hard-time Bureau. 

When times are hard they are more interested in rates and tariffs 
than when times are good. 

Mr. Freas. That is right. 

Mr. Tuomas. I will read this language: 

The program and performance of this Bureau is shown under two activities, 
namely, activity No. 1, regulation of carriers’ rates, practices, operating author- 
ities, and finance, and activity No. 4, supervision and interpretation of tariffs. 
The work of the Suspension Board and the Fourth Section Board is included 
under activity No. 1, and the Director’s Office, Sections of Rates and Informal 
Cases and Tariffs are included under activity No. 4. 

Rates and tariffs—do you use those terms interchangeably? 

Mr. Freas. The term “tariff” is generally used to indicate the 
publication which contains the rates, ete. 

Mr. Tomas. And after you have it set you have to have somebody 
to follow it? 

Mr. Freas. That is true not only of those set by our proceedings 
but those filed on the carriers’ own initiative. 


PERSONAL SERVICES 


Mr. Tromas. Let us look at the tabulation on page 136. 

The number of positions for the Director’s Office remains 7 against 7 
in 1958. 

You say: 

The Direetor and his staff devote much of their time to correspondence and 
conferences with shippers and carriers with respect to rate readjustments. It is 
probable that this work will continue giabbened during the 1959 fiscal year. 

In the Board of Suspension you have 33 in 1958 and the same 
for 1959. 

The Section of Tariffs has an increase of 15 over last year which 
was 103. 

FOURTH SECTION BOARD 


The number of positions for the Fourth Section Board decreases 
from 21 in 1958 to 19 in 1959. What are fourth section cases? 

Mr. Freas. They are proceedings arising under the fourth section 
of the Interstate Commerce Act, which prohibits railroads, water 
carriers and pipelines, from charging more for shorter than for longer 
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hauls over the same line or route, or more than the aggregate of inter- 
mediate rates for a through haul. 

That section has been in the act a long period of time, but during 
the Ist session of the 85th Congress the ‘provision was amended so 
that where one carrier via a circuitous route publishes rates equivalent 
to those over a more direct route for the purpose of meeting competi- 
tion of the shorter route, the carrier no longer has to come to the Com- 
mission for approval. 

: BOARD OF SUSPENSION 


Mr. Tuomas. Board of Suspension. Put this table on page 137 
in the record. 
(The table referred to follows:) 


Boarp or Suspension, Bureau or Trarric (Activity No. 1) 


It is the duty of this Board to analyze and review all requests for, or matters 
involving, the suspension of proposed changes in rates, fares, charges, rules and 
regulations filed by all transportation agencies subject to the act, to develop by 
investigation all available facts pertaining thereto. 


Comparison of 1959 budget with 1958 appropriation 





Fiscal year Positions | Personal Travel Total 
services 
ad dete nates hte sentisidonels ndgpatah je<nivons 83 | $211, 613 0 $211, 613 
We ch Maint Dh bathe siceiweadadecdshdphoginbibabetateny 33 211, 613 0 211, 613 
Increase, 1959 over 1958.._........................ 0 0 0 





The 33 positions provided in the 1959 budget for this section are separated by 
categories as follows: 


iil al ta! “Ee att “ili ellos, Pratl Bt 9 oy cote Spat Rah 1 
i. cndoonnacne cep tie innnetinben dent shnenmteahnehe tt 4 
Ree weener weneer at el lo uidied or til ei eet iL 1 
RR NOE a ok oi ne wisi SS hE HENS OMe EMO eE ep ebb deena ~esanea 22 
Clerks, clerk-stenographer, and messengers_..........-..--..------------- 5 

RE ibiettun nthe Kahiin Leathe Eh ab dinmad éa2nanateme nd ans me 33 


The Board disposed of 3,452 protested adjustments and 135 petitions to vacate 
in fiscal 1956, and 3,620 adjustments and 127 petitions in fiscal 1957. 

Mr. Tuomas. Tell us about that right quick. 

Mr. Freas. Under our method of publishing rates, the carriers file 
their own rates. If they are published and there is no protest, ordi- 
narily they will be put in the file and become effective. If a shipper 
or a-competing carrier or anyone else feels they are injured, they may 
protest the rate and they go to the Board of Suspension and the Board 

as the authority to determine, in the first instance, whether the rate 
should or should not be suspended. 


WORKLOAD DATA 


Mr. Tuomas, What is the workload in the Board? 

You have a workload table at the bottom of page 138 that we will 
put in the record. 

(The table referred to follows:) 
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Bureau of Trafic—Board of Suspension 


Protested adjustments disposed of__...............-...---.-..- 


Petitions to vacate disposed of...................-....---..---- 
Special permission applications disposed of 
Letters and telegrams received_..................--------..---- 
TSUCere IE SHOE CR cc isin kt nctiesicn sc nvnsdsneniies 





Mr. Tuomas. This Board’s activities are picking up a little bit 
this year. 

Mr. Freas. They have been picking up for some time and, again, it 
is a part of the so-called hard time oirien ; the tougher the times 
get the more the carriers will protest rates. 


SECTION OF RATES AND INFORMAL CASES 


Mr. Tuomas. Section of Rates and Informal Cases. Put page 142 in 
the record. 
(The page referred to follows:) 


Section oF RaTgEs AND INrorMAL Cases, Bureau or Trarric (Activity No. 4) 


The principal functions of this Section are (1) to check and prepare rate state- 
ments from tariffs and schedules for use of officials and employees of the Com- 
mission; (2) to check short-line distances and rates from tariffs on shipments 
covered by waybills furnished by the railroads; (3) to handle informal complaints 
such as shippers seeking damages on account of misrouting, reparation on account 
of the exaction of unjust or unreasonable charges, and claims for recovery of 
charges alleged to have been collected by carriers in excess of the applicable 
charges and pass upon applications submitted by carriers requesting authority 
to make reparation on past shipments. 


Comparison of 1959 budget with 1958 appropriation 





























Fiscal year Positions | Personal Travel Total 
services 
TI, on nck dcenled dhesieenaiintldaaeglanpeneiaael 7 $406, 353 0 $406, 353 
Ts ow ws acipipsscniean cps naitnes pees ene aaa then aaa 7 406, 353 0 406, 353 
0 0 


°| 


The 73 positions provided in the budget for this section are separated by cate- 
gories as follows: 


BG GEOG tas « eecacba ben oscce socks 5s ie ark dics ae aaa ae al 
Assistant chief UP Wection 2222. 2. Se 5 ee ee ee 
Weehe ONG COr GNAIVESS... . onan +--+ thee < se 4s aE ae St ae 
Chief and assistant chief of branches.____________________-__------_-- 
Examiners, informal cases and special dockets_-_-_-__._.._------------=-- 
Rate SON on alten one ee 
SI OI OD I hh nit ts Rinsho lati 
Unde ruereinere.. < 2ikin ns cd menceken sna hela allie op inal ao lls Ea Seles Sch RS 
CORRE, REROECUEROT, SUE THIS a es ecu aun ceca odod membenin 


~ trom 
00 CO 09 OO 00 Cr et 
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Mr. Tuomas. Explain that right quick. 

Mr. Freas. Whenever any party—a carrier or a shipper—has any 
complaint about any rate, alleging any violation of the act, they may 
bring it to the attention of the Commission and the Commission will 
undertake to try to help work out the controversy. The Commission 
cannot make a mandatory order as a result of an informal proceeding. 
We can lend our good offices, and if we cannot resolve the controversy, 
we can advise them to file a formal complaint or, if it is serious enough: 
we can initiate the proceeding on our own motion, but we must give 
the adverse party its day in court. 


MAXIMUM LENGTH OF SUSPENSION OF RATES 


Mr. Yares, For how long a time may your suspension hold? 

Mr. Freas. Suspension proceedings under the act are to be given 
preference over all other forms of cases, and the maximum period 
over which we can suspend is 7 months. There are times when a 
proceeding cannot be completed in that period of time and the car- 
riers will extend the suspension period voluntarily beyond 7 months. 
But under the statute 7 months is the maximum which the Com- 
mission may suspend. 

Mr. Yates. What happens after the 7 months? Will you then, 
if you are not satisfied with the tariff, file a proceeding to compel 
them to suspend it? 

Mr. Freas. Unless they extend voluntarily, the rate will go in 
effect after 7 months, but we will make an investigation and when it 
is completed if our findings are adverse, the carrier will have to change 
the rate. 

SECTION OF TARIFFS 


Mr. Tuomas. Let us take a look at the Section of Tariffs. Put 
page 146 in the record and the tables on page 148. 
The material referred to follows:) 


Section or Tarirrs, Bureau or Trarric (Activity No. 4) 


The principal functions of this section are (1) to receive, examine, criticize, and 
file tariffs, schedules, contracts, and classifications of property filed by carriers of 
property, and concurrences, powers of attorney, filed by all carriers; (2) to secure 
compliance with rules of the Commission governing the construction, filing, and 
posting of such publications and to determine whether they are within the scope 
of the carriers’ proposed or existing operating authority; and (3) to handle appli- 
cations for authority to establish rates, fares, charges, and rules on less than 
statutory (30 days) notice. 


Comparison of 1959 budget with 1958 appropriation 





Fiscal year Positions Personal Travel Total 
services 
$$ eS ———— 
SE Riles ciel nilin occa adaethiecaimeninnikd cantonal 118 sS4 0 $568, 884 
ate airline bic buibiubewalaiaae 103 510, 784 0 510, 784 
Increase 1959 over 1958. ................-.- | +15 +58, 100 0 +58, 100 
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The 118 positions provided in the 1959 budget for this section are separated by 
categories as follows: 


clog ity lhe n'a Sb ais 5 is Ca TN i ls te eee IT one 1 
SINE, CnemnenT Cs WENO os 3 ces sacs od x os be < Aided Salhi este oh ce A ea 2 
Se TN CR I i ik os iin he es ec ween as ee aoe ne > ceca on + 
Chief and assistant chief of branches_______-_______________ LeeLee 7 
Bate examiner afd desk: chief... 2. boo ee. 2 a ae 19 
Dell -vevibwer.:.-- Gilani. dda bowl deodcns dh diet tee Raat 1 
TIE OC a st he ee le a ee eee 48 
Te WE oo ont) et ae canta Ge ee es ok ae ae 3 
Clerks, typists and medsengere’' jo) {220 222 [09ST a eee 33 

Totes. sae ciwes candela aten ches bk Sa ieee ae 118 


The 1959 budget provides 118 positions or an increase of 15 positions over the 
103 authorized for the current fiscal year namely, 12 GS-7 tariff examiners, and 
1 GS-6 and 2 GS-4 clerks. 

The condition of the present effective tariffs and schedules is very unsatisfactory. 
Because of the lack of sufficient help, we have not been able for several years to 
give the tariffs any more than a cursory examination. As illustrated in the follow- 
ing table, there has been a steady downward trend in the number of tariffs criti- 
cized, which is the result of a steady increase in the number of tariffs received 
without a corresponding increase in the number of tariff examiners: 


Motor tariffs 


Tariffs received, and num- 


ber of pages therein Number of Percent of 
Year I ie tariffs 
written criticized 
Tariffs Pages 
Wed. ben ec cedewdbdcedhhdakheunteaaiee 75, 859 244, 314 6 8.0 
TN it cctetihinntck= billy sdncbdhet die aale bibabien «tis Nabe andl 87, 972 | 267, 279 5, 719 6.5 
Pee nn db peiinitene oom ios ightiadtaaipin ave apeeeiliines 89, 762 | 261, 846 3, 406 3.8 
3, 728 3.4 


WFC kL hs edd sddheadeaecaentied 108, 190 | 297, 015 


A complete examination of a random selection of 36 motor tariffs and schedules 
filed during the month of July 1956, disclosed that deficiencies exist in 100 percent 
of the filings. Some of the deficiencies were serious enough to warrant rejection 
of certain of these tariffs; others were of a nature that would result in controversies 
between the carriers and shipping public. In the 36 letters of criticism (or 
rejection) written, more than 123 provisions, rules, or rate items were criticized for 
failure to comply with our tariff circular rules. 

The table below shows for the fiscal years 1954, 1955, 1956, and 1957 the 
number of rail freight tariffs received, the number of criticisms written and the 
percentage of tariffs criticized: 


Rail tariffs 
Tariffs received, and num- 
ber of pages therein Number of Percent of 
Year i a ek re tariffs 
written criticized 
Tariffs Pages 

Bs on csssitithecsiasesivevnincdelegphasditlaiacaiesnaientasiniie nails 48, 074 | 344, 7. 3, 110 6.5 
Fn bbc ateiiah kancnboncbating sesidehaeiell 48, 096 351, 087 3, 466 7.2 
[iitccs nikénicinm iinebaapeisidhaeu sindmnncee 63, 865 400, 401 3, 687 5.7 
ibid Rint dcticeoiged beinaeditinedincnnienl 61, 617 397, 865 4, 970 &1 


FUNCTION OF THE TARIFF SECTION 


Mr. Tuomas. What does this section do? 
_ Mr. Freas. Every tariff that comes in, we have to check whether 
it complies with our requirements both as to the construction, filing, 
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and posting of the publications and to determine whether they are 
within the scope of the carrier’s operating authority. 

Mr. Tuomas. The carrier files this tariff. He is at liberty to do 
that whenever he wants to? 

Mr. Freas. As long as he complies with the statutory requirements 
and our rules. 

Mr. Tuomas. And if somebody does not protest? 

Mr. Fruas. If somebody does not protest and if we do not find 
any substantial violation, they go into effect. 

r. THomas. Do you not have a little cooling off period? 

Mr. Freas. 30 days. 

Mr. Tuomas. What does this group of 118 people do? You are 
increasing them by 15 from last year. 

Mr. Freas. They are mostly tariff examiners. We have made a 
check of our tariff files, and, as has been mentioned before, there were 
some violations in just about 100 percent of the cases. The reason 
for that is that over the years we have not had enough people to check 
them. They make a cursory check and that is all. 

Mr. Tomas. 108,000 tariffs were filed last year. 

Mr. Cox. Mr. Chairman, that is only motor tariffs. 

Mr. Tomas. 108,000 motor tariffs and 61,000 rail tariffs; and you 
examined about 3.4 percent of the motor tariffs, and about 8.1 percent 
of the rail tariffs. 

Mr. Cox. That is right. 

Mr. Tuomas. Is that a sampling operation? 

Mr. Cox. We try to check the notices on all to be sure lawful 
notices have been given of the changes. We do not have time to go 
into the detailed provisions. 

Mr. Tuomas. You do not make a sampling and give some of them 
a good going over? 

Mr. Cox. We do what we can with the time we have. 

Mr. Txomas. If you checked them all thoroughly, how many people 
would you need? 

Mr. Cox. I would not want to guess. 

Mr. Tuomas. Are you not like the Internal Revenue Service; if they 
examined every income-tax return it would take half an Army or 
a full Army? 

Mr. Freas. That is a good analogy, and we do not suggest that. 
But we do want to check enough so that the carriers know by our 
actions that we are on top of that. 


REQUEST FOR ADDITIONAL TARIFF EXAMINERS 


Mr. Tuomas. These 15 people you want to add, are they clerical 
people or tariff people? 

Mr. Fras. They are trained tariff people. 

Mr. Tuomas. What do you pay them? 

Mr. Scumip. Grade 8, about $4,900 a year. 

Mr. Tuomas. That is not too skilled: work; is it? 

Mr. Fruas. It is technical work along certain lines. These people 
have to be skilled on the technical questions of publishing tariffs, 
and so forth. 

“Mr. Tuomas. Whose job is it to determine if the tariffs are just 
and fair? 
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Mr. Freas. That is resolved either by the Suspension Board or by 
the Commission if the rates are protested. 

Mr. Tuomas. Even though you call them rate examiners, these are 
clerical people? 

Mr. Freas. But they are doing a specialized kind of clerical work. 
They have to be trained in the construction of rates, but not in the 
reasonableness. All we want to do is to have enough of these rate 
examiners so that the carriers will know we are watching it. It re- 
sults in a substantial reduction in expense over a period of time in 
this way. If the tariffs are filed improperly, sooner or later they come 
to us if the parties cannot resolve the matter between themselves. 
We do not want a policeman outside of each house, but we do want 
the people to know there is a policeman on the beat. 

Mr. Paar How much do you think having 15 people more will 
save in time of the Commission? What is your yardstick? What 
will they actually accomplish? 

Mr. Fras. I do not know that that can be answered, and I would 
hate to guess at it. 

Mr. Tromas. That is the test of the value. 

Mr. Freas. I know. 

Mr. Tuomas. You could have 300 people more and I am not sure 
how much you would save. 

Mr. Freas. It is like asking how many more houses would have 
been broken into if you had less policemen. The people we have 
now are needed to check the statutory requirements of the 30-day 
notice, and there is practically no checking of other matters. That is 
why we have this 100 percent defects in our tariffs. 

‘ ona! Tuomas. Of the tariffs filed, 100 percent of them have some 
efect? 

Mr. Freas. Some are very minor but there is some violation as to 
each one of them. 

Mr. TxHomas. I imagine out of all the income-tax returns filed with 
‘the Internal Revenue Service they might find 100 percent of them 
are not exactly right according to their rules. 

ae. Freas. But they spot check them, and that is what we want 
to do. 

Bureau oF Transport Economics aND STaTIsTIcs 


Mr. Tuomas, Let us look at the Bureau of Transport Economics 
and Statistics. Judge, what about your activities here? You have 
been sitting there patiently. What will you do with the 12 more 
people? 

Let us put page 152 in the record. 

(The material referred to follows:) 


Bureau oF Transport Economics anp Statistics (Activrry No, 3) 


This Bureau is the primary source of financial and statistical data necessary to 
the Commission for the proper performance of its regulatory functions as set 
forth in the national transportation policy. In this connection the bureau has 
three principal functions: (1) Make economic and statistical research in the fie'd 
of transportation, (2) prepare the Commission’s official statistics of the financial 
and operating results of the various classes of carriers. subject to its jurisdiction, 
and (3) make recommendations as to the Commission’s policy in connection with 
these matters. 
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Comparison 1959 budget with 1958 appropriation 








| 
Fiscal year Positions Personal Travel Total 
services 
ES ete nan eine einillpes<necobeusec 181 $840, 677 $8, 128 $848, 805 
pe AAs cbddn dete 600 t5ds ot La 169 795, 007 1,328 769, 335 
Increase, 1959 over 1958_._......-.......-- +12 +45, 670 +6, 800 +52, 470 


The increase of $45,670 for personal services and 12 positions is requested for 
the following primary purposes: 


Section of Reports 

Five positions to provide for the processing of class II and III motor carrier 
reports, develop information summaries and to process reports of freight com- 
modity statistics received from class I motor carriers. 
Section of Traffic Statistics 


An inerease of 7 positions, 4 of which are for assignment to the motor carrier 
direetory program to replace employees currently detailed from the section of 
research. The remaining three positions are requested to facilitate the transition 
from a manual to a mechanical basis of determining short-line mileage of waybills. 


Travel 


The increase of $6,800 is requested primarily for travel in the review of railroad’s 
selection and reporting systems in connection with the waybill program, 


REQUEST FOR ADDITIONAL PERSONNEL 


Mr. Tuomas. You show 181 positions against 169 last year, an 
increase of 12. What are you going to do with these people? You 
say: 

Five positions to provide for the processing of class II and III motor carrier 


reports, develop information summaries, and to process reports of freight com- 
modity statistics received from class I motor carriers. 


An increase of 7 positions, 4 of which are for assignment to the motor carrier 
directory program to replace employees currently detailed from the section of 
research. The remaining three positions are requested to facilitate the transition 
from a manual to a mechanical basis of determining short-line mileage of waybills. 

And you say: 

FUNCTION OF THE BUREAU 


This Bureau is the primary source of financial and statistical data necessary to 
the Commission for the proper performance of its regulatory functions as set 
forth in the national transportation policy. In this connection the Bureau has 
three principal functions: (1) Make economic and statistical research in the field 
of transportation, (2) prepare the Commission’s official statistics of the financial 
and operating results of the various classes of carriers subject to its jurisdiction, 
and (3) make recommendations as to the Commission’s policy in connection with 
these matters. 

You cannot make a rate without this information, can you? 

Mr. Jeusma. You could probably make a rate without this informa- 
tion, but the people requesting the rate change have to have this in- 
formation to justify their position. 

Mr. Tuomas. You mean the people make their rates based on your 
findings? i 

Mr. Jevtsma. Not necessarily on our findings, but if they come in 
for a general rate case they have to sustain their position for revenue 
increase in a particular area. ‘They have no primary information on 
a particular area like the southern, eastern, or western area. They 
have to get that information from our Bureau. 
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DIRECTOR'S OFFICE 


Mr. Tuomas. I notice from your table on page 154 that in the 
Director’s office you have 18 people. 

Mr. Jeusma. Yes, sir. 

Mr. Tuomas. What do these people do? Where are the green 
sheets on these 18 people? 

Mr. Jexusma. Seven of those people do the typing of the reports 
which are sent over to be photographed at the Government Printing 
Office. We used to have that done by the Government Printing 
Office, but we found it saved about $10,000 a year to do it ourselves. 

We have a reference room where we entertain around 12,000 requests 
for information a year from the general public. One person in the 
public reference room and another person who gives out publications 
to the public. We have an assistant director, an administrative 
assistant, two file clerks, two stenographers, a messenger, and the 
Director. We have to continually supply information for 12,000 
requests. We have around 60,000 reports on file every year and visi- 
tors come in every day, particularly in the spring of the year. 

Mr. Tuomas. You have a Director, an Assistant Director, and an 
assistant to the Director. What is the Assistant Director’s classifica- 
tion? 

Mr. Jevsma. Grade 15. 

Mr. Tuomas. What grade is the assistant to the Director? 

Mr. Jeusma. Grade 11. He talks to the general public when they 
come in. 

Mr. Tromas. He does what? 

Mr. Jeusma. He handles a lot of the people when they come in if 
they have a problem. 

Mr. Tuomas. How many visitors come in? 

Mr. Jevsma. About 12,000 a year. We keep a record of them. 

Mr. Tuomas. Are those visitors or letters? 

Mr. Jevsma. They are visitors, they are separate individuals. 

Mr. THomas. You do a lot of business. You are in competition 
with the Smithsonian Institution. Repeat those figures again? 

Mr. Jetsma. 12,000. 

Mr. Ostertac. Are they there on business? 

Mr. Jeusma. Yes; they are there on business. 

Mr. Tuae.xe. The small-business man does not have a statistical 
staff and must look to us for this information. 

Mr. Jeusma. We have 17,500 class II and III carriers. 

Mr. Tuomas. He is not a certificated carrier? 

Mr. Jeusma. 17.500 are class II and III carriers. They want infor- 
mation for their rate cases or for information regarding applications 
or their position against applications. 

Mr. Murruy. That is not confined to carriers. 

Mr. Jetsma. No; we have truckers coming to us for this informa- 
tion; the American Water Carriers; American Railroad Association; 
the Wall Street boys; many, many individuals and organizations. 

Mr. OstertacG. Researchers? 

Mr. Jeusma. We have Dun & Bradstreet. 

Mr. Tuomas. You have them all. 

Mr. JeusmMa. That is right. 


ee 
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Mr. Freas. And the statute requires that we do that. That is a 


part of the national statistics. 


Mr. Ostrertac. If I wanted some information in regard to trans- 
ortation that might in some way come within the jurisdiction of the 
nterstate Commerce Commission, would it. be your Bureau that I 

would go to? In other words, I would not go directly to the Bureau 
ooreenet. such as the Motor Carriers Bureau but I would go to your 
office? 

Mr. Jetsma. Initially you should contact the Secretary’s office, and 
he will advise you where to go. But if it is economic or statistical 
information, we would have it. 

Mr. Tomas. How many sections do you have in your Bureau? 


PERSONAL SERVICES 


Mr, Juusma. That is on page 154. We have the Section of Re- 
ports, the Research Section, and the Traffic Statistics Section. 

Mr. THomas. We will put page 154 in the record. 

(The material referred to follows:) 


Number of positions authorized for 1958 and requested for 1959 


Additional Total 
Section and branch Authorized positions positions 
1958 requested requested 

for 1959 1959 


el ea nn cca alinigtg nee cee elmnens amuse 
Section of Reports: 
Office of Chief of Section 
Annual Reports Branch 


Current Reports Branch 
Accident Reports Branch...._...-......-.....-.....-...-. 
Mechanical Tabulation Branch.....-.....................- 


Research Section: 
Professional 


Traffic Statistics Section: 

| epee Sots yet Pate en LST ee 
Tabulating Branch 
Sn RE RNR eal 5 8S LANE IE * AF Se 2 aie 
Review and Analysis Branch....................-....-... 
Certificates and Permits Branch 





Mr. Tuomas. Your Section of Reports has 88 employees. 

Mr. Jeutsma. Yes. 

Mr. Tuomas. In the Research Section you have 18; and in the 
Traffic Statistics Section you have 45. 

How many sections do you have under Traffic Statistics? 

Mr. Jetsma. We have no sections under that. We have small 
branches. They are broken down on that sheet. 

Mr. Tuomas. In the Processing Branch you have six people. 

Mr. Jeusma. Six, yes. 

Mr. Tuomas. What is the classification of those six people? 

Mr. Jevsma. Grades 5 and 6. 
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SECTION OF REPORTS 


Mr. Tuomas, Put page 156 in the record. .That is a breakdown of 
your Section of Reports. That is your big section. 
(The material referred to follows :) 


Section oF Reports, Bureau oF TRaNsportT Economics AND Statistics 
(Activity No. 3) 


The Section of Reports is engaged in the preparation of the Commission’s 
official statistics regarding the financial and operating conditions of all surface 
carriers subject to the Interstate Commerce Act; provided basic financial and 
statistical data used by this and other Bureaus of the Commission, the trans- 
portation industry, governmental agencies and other interested parties; establish- 
ing financial, statistical and accounting reporting requirements and reporting 
policies for (1) financial returns, (2) operating statistics, (3) accident reporting; 
enforcing the reporting requirements, policies and procedures as to time of sub- 
mission of reports, accuracy and completeness and conformance with policies; 
prescfibed procedures, and special instructions; and furnishing industry and 


Government representatives with information regarding reporting regulations 
and data contents of reports. 


Comparison 1959 budget with 1958 appropriation 








Fiscal year Position Personal Travel Total 
services | | 
SE niitton sinh emir an itniitenuicinmedh ote dediesausmniaidn adele 93 $417, 887 0 $417, 887 
MONO. Ge 5 cbse Acai wedens thn neldus ddatdRnepweussad 88 400, 776 0 400, 776 
+17, 111 





Increads 1008 over 1008... . i¢2ic.- 2.5522 ceswse +5 +17, 111 0 | 








The 93 positions provided in the 1959 budget for this section are separated by 
categories as follows: 


Chief ‘and assistant chief of section... 2.2. bOwoo. ee ee 2 
Statistical office? 24sec. cin ade sets cst ~ seca ste eis wai 2 
TRC a i ee as 28 
StaciGies SUGNU ee  e  ee  ee e  tee  ee 6 
Tabulating equipment supervisors and operators___..___.....-..-__-__--_- 14 
Clerks.and statistical oferta i. to Wn bo Sobek BRA AAPL 38 
Stenographer, typist and messenger_-.__..__.._......---.-- 24+ Lee 3 

TORE eS ee oe nn Beeb icads ak ae i oh ne abe oi eae wie oe 93 


Mr. Tuomas. In your Section of Reports you have a Chief and an 
Assistant Chief. What is the classification of the Chief and the 
Assistant Chief of this Section of Reports? 

Mr. Jeusma. Grade 14 and grade 12 now, but it will be grade 13, 
since it is a training position. 

Mr. Tuomas, Since it is what? 

Mr. JELSMA. Since it is a training position, indoctrination. 

Mr. Tuomas. What do you mean by training? 

Mr. Jetsma. We bring a man from the railroad and instead of 
putting him in grade 13 we put him in training and then move him 
to grade 13. 

Mr. Tuomas. You have 28 auditors and accountants. What do 
they do? 

Mr. JeutsmMa. They examine the approximately 60,000 reports that 
come in during the year. 

Mr. Tuomas. You have 14 tabulating equipment supervisors and 
operators. What equipment do you have? 

22311—58—pt. 2——52 
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Mr. Jetsma. We have the mechanical equipment—such as punch 
machines, sorters, tabulators, collators, and verifiers. 

Mr. THomas. What are you tabulating? Where do you get the 
material you tabulate from? 

Mr. Jevsma. We take these 60,000 reports and break them down 
into various classifications. 

Mr. Tuomas. Is it mandatory under the law that the carriers file 
those reports? 

Mr. Jeusma. Yes, sir. 

Mr. Tuomas. What do they deal with? 

Mr. Jeusma. Speaking of the annual reports first, all railroads, 
water carriers, and pipelines must file annual reports giving certain 


operating statistics, ton-miles, et cetera, and financial data. 


Mr. Toomas. A carrier is required under the law to file how many 
reports? 

Mr. Jexsma. Railroads are required to file more reports than arlyone 
else. They file-annual, quarterly, and monthly reports. 

Mr. THomas. What you are interested in is getting reports dealing 
with their economic condition. Then you take those reports and 
through the use of IBM equipment you sift out the information you 
are looking for? 

Mr. Jetsma. We break it down into various categories. No two 
people ask the same question so we try to break it down to give the 
information they want without having to make a special analysis for 
everybody that comes in. 

Mr. Tuomas. Do rate analyses come to you? 

Mr. Jeusma. No. 

Mr. Tomas. What comes to you? What reports come to you 
regardless of what’kind of carrier it is? 

Mr. Jetsma. Operating reports and financial statistical reports of 
railroads, water carriers, motor carriers, and pipelines. 

Mr. Tomas. Is that for the exclusive use of your Bureau? 

Mr. Jeusma. No; for the entire Commission and the public. 

Mr. Tuomas. Who else looks at them other than you? 

Mr. Jeusma. The Bureau of Finance; Bureau of Accounts, Cost 
Finding and Valuation; Bureau of Traffic, and Examiners. 

Mr. Tuomas. They have a more direct interest in it than you, do 
they not? 

Mr. Fras. In these general increase proceedings after the record 
is made there are always a number of changes and exceptions that 
have to be made. We cannot put a dollar sign on them unless we go 
to this Bureau and get the information. If we give the carriers half as 
much on grain as they are asking for, and half as much on livestock, it 
is by going to this Bureau and asking what that means in dollars and 
cents that we can make the proper decision in these cases. 

Mr. Tuomas. That rate matter first goes to your Rate Bureau. 
The statistical end is a byproduct. He is the last man on the produc- 
tion line, is he not? 

Mr. Freas. No. He furnishes basic data upon which judgment is 
reached by the Commission as to what is a reasonable and just rate. 
It is one of the working tools the Commission uses. 

Mr. Tuomas. There is no intervening bureau between the statistical 
crowd and the Commission on rate matters? 

Mr. Freas. You say there is not an intervening bureau? 
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Mr. THomas. Yes. 

Mr. Freas. No, it is a Bureau that furnishes us one of the working 
tools to be used. The Statistical Bureau does not make the rates, 
but they give us some of the basic data from which we determine 
whether or not rates are reasonable in certain respects. 

Mr. Osrertaa. In other words, the Bureau makes no decision of 
ee 

r. Freas. Not in rate matters. 

Mr. Tuomas. Does it make any decision in any matter? 

Mr. Fruas. Decisions along what should be done in the way of 
administrative lines. It makes its own decision as to what it thinks 
should be done. 

Mr. Tuomas. You ask for its recommendations? 

Mr. Freas. That is right. 

Mr. TxHomas (reading): 


A further indicator of the workload of the section is the number of cards punched 
in the Mechanical Tabulation Branch as shown for the years 1954 through 1957, 
and estimates for fiscal years 1958 and 1959. 


ANNUAL REPORTS BRANCH 
You then go on to say, 


The personnel complement of the Annual Reports Branch for 1958 is 48 and 
that requested for the fiscal year 1959 is 52 or an increase of 4 positions; namely, 
1 GS—7 accountant and 3 GS-5 statistical clerks. 

How important is this? 

Mr. Jevtsma. The four positions? 

Mr. Tuomas. The whole thing. How do you get this information 
in shape where you can use your tabulating machines and what in- 
formation is it that you are i out of this annual report? 

That is where you are using 52 people? 

Mr. Jetsma. I will give you an example. When the railroad report 
comes in we punch out first the incoming expense items. Before that 
can be sent to tabulation it must be determined whether the report is 
correct or not and codified so that it can be punched. After it has 
been codified and tabulated, then it is brought back into thesection 
for review and publication. Correspondence regarding inconsistencies 
must be likewise carried on with the carriers. 

Mr. Tuomas. At this point in the record we will insert page 158. 

(The page referred to follows:) 


ANNUAL Reports BRANCH 


The personnel complement of the Annual Reports Branch for 1958 is 48 and that 
requested for the fiscal year 1959 is 52 or an increase of 4 positions, namely, one 
GS-7 accountant and three GS—5 statistical clerks. 

The Annual Reports Branch is responsible for the compilation and publication 
of statistics from the annual reports filed with the Commission by the various 
classes of carriers subject to its jurisdiction. In compiling the deta, it also 
examines the reports of all classes of carriers, except class | motor carriers, to 
determine their accuracy and compliance with the accounting, reporting, and 
statistical requirements; conducts correspondence in connection therewith, and 
corrects the reports as authorized by the carriers. 

The number of reports, including those from class II and III motor carriers 
received in 1957 was 19,520. Of the 19,520 reports received during 1957 only 
4,589 were reviewed and examined. Some increases are expected for the years 
1958 and 1959. 
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™ To develop a full program of examining these reports and performing work 
incidental thereto, 4 additional positions are requested namely, 1 GS-7 accountant 
and 3 GS-5 statistical clerks, 

During the year ended June 30, 1957, the Branch addressed 7,633 letters to 
carriers concerning: delinquent and overdue reports and errors, omissions and 
discrepancies in the report. Concerning the errors and discrepancies, the Branch 
received from the carriers 2,024 corrective letters and appropriate corrections 
were made in the reports. The Branch had 929 visitors and answered 769 tele- 
phone calls for information concerning annual reports of the carriers. It is esti- 
mated that at least 1 man-year was consumed in this performance. 


Bureau or Water CARRIERS AND FREIGHT FORWARDERS 


Mr. Tuomas. The 16 positions are the same this year as against last 
year at a total cost of $107,633 which shows an increase of $1,189 
which is for an increase in the cost of travel in the total amount of 
$5,000. The 16 positions are provided in the budget and separated 
as follows: Two in the Department in the Office of the Director and 
Assistant Director, 1 field assistant, 3 adjudicators, and 4 clerks and 
stenographers. 

In the field you have only 6 broken down as follows: 4 district 
supervisors and 2 clerks and stenographers. That gives you a total 
of 16. 

We will insert page 168 in the record at this point. 

(The page referred to follows:) 


Bureau or Water CARRIERS AND FREIGHT ForwarpeErRs (Activity No. 1) 


The principal duties of the Bureau are briefly described as follows: 

1. Administrative handling and preparation of formal reports in applications 
under section 5a of the act, Sametie in 1948 to accommodate the national trans- 
portation policy and the antitrust laws with respect to collective ratemaking by 
carriers; 

2. Administrative handling and preparation of reports in exemption applica- 
tions of water carriers and processing of applications for temporary authority. 

3. Advises the Commission on matters affecting water carriers, freight for- 
warders, and rate bureaus. 

4. Field investigation work to assure compliance by water carriers, freight 
forwarders, and rate bureaus with the requirements of the act and of Commission 
orders; and to develop facts to be used in enforcement proceedings. 


Comparison of 1959 budget with 1958 appropriation 











| | 
Fiscal year Positions Personal Travel Total 
services 
Sih tig dedi idh Uirpeiancsn ade dngyuensmmpbiae 16 $102, 633 $5, 000 $107, 633 
Re gt iano emir amine ghikvecngeaacoare 16 102, 633 3, 811 106, 444 
Increase, 1959 over 1958.-_.........-....-- 0 0 +1, 189 +1, 189 


The 16 positions provided in the 1959 budget for this Bureau are separated by 
categories as follows: 


i Field | Total 

Director and Assistant Director_................-.---------..- Di hidblebeensitins | 2 
SING 6 Sd 5 - apy ceo bdc cn gaeig sug piiicnien tia otnes 2 Pe ea 1 
SS, 5 cedin des chutnanepenchon ognrepobeaset ynaesKees RI alas. degli le 3 
Rompers weer Cae 2s I OR a 4 | 4 
Clerks and stenographers. ._.......-....----22.--.-+..----...- 4| 2 | 6 





emesis 5252.3.. IRS RG es 10 | 6 | 16 
| 
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The 1959 budget provides 16 positions for this Bureau, which is the number of 
positions authorized for the current fiscal year. 


OrnerR OBJEcTSs 


Mr. Tuomas. Let us take another look at other objects. You are 
spending some money for other objects. How does the cost of your 
other objects compare with your salary costs for last year? 

You say that— 


Estimated obligations in the fiscal year 1959 for objects other than porrcnes 
services total $3,326,326 which compares with estimated obligations for such 
objects during 1958 of $2,886,274, or an increase of $440,052. 


We will insert page 173 in the record at this point. 
(The page referred to follows:) 


SALARIES AND Expenses, Ossects OTHER THAN PERSONAL SERVICES 
GENERAL 


Estimated obligations in the fiscal year 1959 for objects other than personal 
services total $3,326,326, which compares with estimated obligations for such 
objects during 1958 of $2,886,274, or an increase of $440,052. 

During the current fiscal year, as in the past, the Commission has permitted 
expenditures of funds only for the most essential services. Every effort has been 
made to secure maximum economy in operation. Hearings, so far as possible, 
were set in Washington, D. C., to avoid per diem and transportation costs. When 
appropriate, special rules were reverted in larger proceedings providing for 
oe exchange of exhibits by the parties to eliminate oral hearing time. 

ng-distance telephone calls and use of telegrams are being authorized only in 
instances where communication by mail would not serve the purpose. Purchase 
of office rips om equipment, and printing and binding are being made only to 
the extent of meeting minimum requirements. 

The following statement shows the actual obligations for objects other than 
personal services for the fiscal year 1957, and estimates for the fiscal years 1958 
and 1959; also, the change in 1959 as compared with 1958. 


SUMMARY OF OTHER OBJECTS EXPENSE 


Mr. Tuomas. At this point in the record we will insert the table on 
page 174. 
(The page referred to follows:) 


} Increase, 1959 
Object classification 1957 1958 1959 as compared 








| | with 1958 
—— $$$ ee mae CC Se 
| | 
Oe I on cen nniierennihcteetia teenie | $1,077, 833 $1, 071, 619 $1, 250, 000 $178, 381 
08 Transportation of things... _..---....-.....| 31, 149 23, 917 27, 700 7 
04 Communication services. ...............--- 85, 366 89, 600 96, 100 6, 500 
I in tine neha | 52, 298 56, 360 PE Deities tnmennecn 
05 Rents and utility services................. 61, 080 70, 500 92, 500 22, 000 
06 Printing and reproduction__...........-.-- | 205, 385 190, 000 | 255, 000 65, 000 
Q7 Other contractual services.................. | 141, 333 39, 081 156, 756 17, 675 
08 Supplies and materials._...............-.-- } 220, 732 208 701 255, 110 50, 
OO ., FN in winrrvtesintncsitnimieeeliaiens | 243, 528 178, 990 | 215, 680 36, 690 
11 Grants, subsidies, and contributions: Con- | 
tribution to retirement fund_.._..........|...--.--.-- ee - = 911, 520 59, 614 
13 Refunds, awards, and indemnities.......... 705 1, 000 ee oc cinna hada 
15 Taxes and assessments.................---- 8, 004 8, 600 DO Banc none atthe 


TN. Reis cL a | 2, 127, 503 2, 886, 274 3, 326, 326 440, 052 


Mr. Tuomas. I notice that your item of ‘‘Travel” increases by 
$178,381 of which roughly $98,000 goes to the consolidated Bureau 
of Safety and Inspection; is that correct? 








RET TNE AA 
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Mr. Scumip. Yes, sir. 

Mr. Tuoomas. Under the item of “Printing and reproduction” I note 
that you had $205,385 in 1957 and $190,000 for 1958; “Supplies and 
materials,’ $220,732 in 1957 and $204,701 last year. 

Your “Civil service retirement fund contribution” goes up $59,614 
over last year bringing the total for 1959 to $911,520. That inerease is 
based upon your requested increase for 63 employees; is that correct? 
Mr. Scumrip. Yes. 


Mr. Tuomas. That is a statutory matter that you cannot control, is 
that correct? 

Mr. Scumip. Yes. 

Mr. Tuomas. ‘Rents and utilities’ go up $22,000 bringing the total 
for 1959 to $92,500 against $70,500 last year. 

We will insert pages 175 and 176 in the record at this time. 

(The pages referred to follow:) 


TRAVEL 


The $1,250,000 requested for 1959 under this heading represents an increase of 
$178,381 over the $1,071,619 allotted for the fiscal year 1958. Of the increase, 
$135,626 is requested to permit field service agents to perform an average of 8 
days’ travel per month, to conduct additional hearings, investigations, and inspec- 
tions; $18,276 for the additional employees requested and $24,479 to provide an 
increase in the mileage from 7 to 8 cents per mile and increased transportation 
costs. 

Failure of carriers to observe the specific obligations imposed by the Interstate 
Commerce Act is unfair and destructive to competing carriers, shippers, and to the 
general public in the resulting rebates, concessions, and discriminations of varied 
character. It is absolutely necessary that our field force of special agents, district 
supervisors, accountants, safety inspectors, locomotive inspectors, and service 
agents have sufficient travel funds to conduct investigations, inspections, and 
examination of carriers’ practices and records to discover and take appropriate 
action of the serious and harmful violations. The greater the possibility of 
discovering and dealing with violations, the less the temptation to deviate from 
published tariffs or to commit other infractions of the act. The benefits to carriers, 
shippers, and the public resulting from a more vigorous and expanded program of 
investigation and remedial action will be large in comparison with the cost. 


TRANSPORTATION OF THINGS 


The $27,700 requested under this heading is $3,783 more than the estimated 
obligations of $23,917 for the current fiscal year. The amount requested is to 
provide for normally recurring costs incident to shipment of supplies and equip- 
ment to field offices; also for the transportation of household goods of employees 
whose official headquarters are changed at the request and for the benefit of the 
Commission. 

COMMUNICATION SERVICES 


The $96,100 requested under this heading is $6,500 more than the estimated 
obligations of $89,600 for the current fiscal year. The increase of $6,500 is 
requested primarily to provide for the additional personnel requested for the 
fiscal year 1959 and for the increased cost of telephone services. The $96,100 
requested includes regular basic charges, as well as long-distance telephone calls 
and telegrams for the departmental and field services. 


PENALTY MAIL 


The estimate of $56,360 requested under this heading is the same as the esti- 
mated obligations of $56,360 for the current fiscal year. Obligations under this 
heading are for payment to the Post Office Department as provided in Public 
Law 286, 83d Congress. 


RENTS AND UTILITY SERVICES 


The estimate of $92,500 requested under this heading represents an increase 
of $22,000 over the estimated obligations of $70,500 for the current fiscal year. 
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An increase of $22,000 is requested for the rental of additional IBM and Rem- 
ington Rand equipment of which $11,616 is needed for additional equipment to 
complete the transfer of determining short-line mileages by mechanical Ernseaes 
and $7,392 is required to maintain the etary of motor carrier operating au- 
thorities; $885 is needed for Are Section of Dockets, Office of the waaay to 
develop service lists through mechanical processes; and $6,460 for additional 
equipment to punch and tabulate the increased number of motor carrier safety 
reports being received from the field staff. However, with the installation of 
RAMAC a decrease of $4,353 in the cost of present equipment will be effected. 


OTHER CONTRACTUAL SERVICE 


The budget for items included under this heading provides $156,756 which 
represents an increase of $17,675 over the $139,081 allocated for the current fiscal 


year. There follows an explanation, by subobjects, of the consist of the request 
and the reason for the increase: 


RENTS AND UTILITIES 


Mr. THomas. You do not give us much justification on your rents 
and utilities item. Here is what you say: 
The estimate of $92,500 requested under this heading represents an increase of 


$22,000 over the estimated obligations of $70,500 for the current fiscal year. 
An increase of $22,000 is requested for the rental of additional IBM and Rem- 


ington Rand equipment. * * * 

How much are you paying GSA? 

Mr. Scumip. We do not pay the GSA. Do you mean for rent? 

Mr. Tuomas. Yes. 

Mr. Scumip. We do not pay any rent. 

Mr. Tuomas. This is entirely for IBM? What else? 

Mr. Scumip. It is all mechanical equipment. 

Mr. THomas. $7,392 is required to maintain the directory of motor 
carrier operating authorities. You say that $885 is needed for the 
Section of Dockets, Office of the Secretary, to develop service lists 
through mechanical processes and $6,460 for additional equipment to 
punch and tabulate the increased number of motor carrier safety 
reports being received from the field staff. 

- It all adds up to $92,000. Is that correct? 

Mr. Scumip. That is the total requested. All of that equipment, 

with minor exceptions, is in Mr. Jelsma’s bureau. 


OTHER CONTRACTUAL SERVICES 


Mr. Tomas. We went into that yesterday but it will not hurt 
to put in page 177 in the record again. 
(The page referred to follows:) 


1969 request | Increase over 
1958 


Storage and maintenance of automobiles... _.........-.........-.-.---.-.--.- 
The proposed fleet for 1959 is 226 passenger automobiles, which is an |: 
increase of 40 over the current fleet of 186. The increase is for the addi- 
tional automobiles. 
Federal group life insurance contribution. -_-__.............-....--...---.--.- 
The increase requested is for Nheod additional positions included for 1959. 
Tea Rie, re Is tthe en 0 nies hee habtrtirtnn>annncdnenan-iennatenene 
The increase for these items is required in connection with the addi- 
tional employees requested in this budget and to improve the condition 
of furniture and equipment. 
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Mr. Tuomas. Page 177 deals with other contractual services. This 
is getting into money again. The budget for this item included 
$156,756, which represents an increase $17,675 over last year. These 
increases check up like this: Storage and maintenance of automobiles, 
$52,125, or an increase of $11,000 over last year; Federal group life 
insurance contribution, $43,231 or an increase of $1,000. 

You cannot do anything about it. 

Then we have repairs, alterations, fees, and so forth in the amount 
of $61,400 which is an increase of $5,675. That is for cars, is it? 

Mr. Scumip. No; that is to—— 

Mr. Tuomas. (reading): 

The increase of these items is required in connection with the additional em- 
ployees requested in this budget and to improve the condition of furniture and 
equipment. 

You mean that $61,400 is required? You are not going to spend 
that for repairing furniture, are you? 

Mr. Scumip. No, sir—adding machines, typewriters, and so forth. 
Mr. THomas. How do you break down this $61,400? 
Mr. Ryan. We have not broken that down. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Under the item of “Supplies and materials,’’ you 
have an item of $61,283 for gasoline and oil? 

Mr. Scumip. That is an increase of $14,283 forgasoline, oil, and 
auto supplies. Most of that is due to new cars. Most of that is tied 
in with the purchase of new automobiles. 

Mr. Tuomas. You say that $81,000 is for the purchase of 54 auto- 
mobiles. Is that separate? 

You have $61,283 for maintenance and operation and $81,000 for 
purchase? 

Mr. Scumip. Yes, a total of $61,283 for gasoline, oil, and auto 
supplies. The $81,000 is for the purchase of 54 automobiles. 

Mr. Tuomas. Then you have $110,000 left beside that? 

Mr. Scumip. My point was that of the total increase requested 
for supplies and materials, of $50,000 approximately $14,300 is for 
rasoline, oil, and auto supplies necessary for the additional automo- 
Diles we are requesting in this budget. 

Mr. Tuomas. It all adds up to $61,000, does it not? 

Mr. Scumip. Right, for the cost of 226 automobiles. 


EQUIPMENT 


Mr. Tuomas. You have equipment here in the amount of $215,680. 
Oftentimes the distinction between supplies and material and equip- 
ment becomes shadowy and rather thin. 


You say: 


The estimate of $215,680 requested under this heading represents an increase 
of $36,690 over the estimated obligations of $178,990 for the current fiscal year. 
Of the $215,680 requested, $81,000 is for the purchase of 54 automobiles, 14 of 
which are for replacement and will have attained either 50,000 miles of operation 
or 4 years of age. 

Of the remaining $134,680, there is requested $102,650 for the replacement of 
old and worn-out equipment, $28,350 to provide equipment for the 63 additional 
employees requested, and $3,680 for the purchase of books. 


What is the breakdown of that $102,650? 
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I figured that to be around $2,000 an employee, is that right? 

Mr. Scumip. That is a little expensive. $102,000 is for the replace- 
ment of old, worn-out equipment, That is, all kinds of equipment. 
For example, right now we hawe a photostat machine that is 35 years 
old that takes 3 people to run. It is very, very obsolete and it costs 
$11,000 to replace that machine. Based on our present authorized 
staff of 2,301 employees, the $102,650 for replacement of equipment 
averages about $50 per employee. 


PRINTING AND REPRODUCTION 


Mr. Tomas. At this point in the record we will insert pages 179 
and 179. 


(The pages referred to follow:) 


PRINTING AND REPRODUCTION 


Funds requested under this heading are to provide for all printing and repro- 
duction needs of the Commission, including items purchased from and through 
the Government Printing Office, and such other items as may lawfully be pur- 
chased elsewhere. 

The $255,000 requested under this heading for 1959, represents an increase of 
$65,000 over the estimated obligations of $190,000 for the current fiscal year. 

The increase of $65,000 is requested for the following purposes: 

1. Revision of Interstate Commerce Act annotation (4 volumés)-__.___ $50, 900 


For sometime Congress has evinced much interest in having 
revised, brought up to date, and prepared for printing, the com- 
plete set of volumes entitled ‘Compilation of Federal Laws Re- 
lating to the Regulation of Carriers Subject to the Interstate 
Commerce Act, with Digests of Pertinent Decisions of the Federal 
Courts and the Interstate Commerce Commission, and Text of or 
References to General Rules and Regulations.” 

The annotations, first published 27 years ago in response to a 
Senate resolution, have proved to be a valuable transportation 
research tool, both inside and outside the Commission. The 
original compilation in 1930 consisted of 5 volumes of about 900 
pages each. Since 1930, 12 supplemental volumes have been 
added. 

For a long time there has existed a pressing need for complete 
revision of the annotated material which is now contained in 17 
volumes. At the present time, only, volumes 12, 13, 15, 16 and 
17 are available for purchase, the other 12 volumes being out of 
print. Those having a complete set would find it cumbersome 
and time consuming to continue to use the material in its present 
form. This is due to the fact that the basie five volumes only 
contain the statutory provisions as of 1930, with related text. 
Since that time the Interstate Commerce Act has been amended 
in material respects, particularly the addition of part II in 1935, 
part IIT in 1940, and part IV in 1492. 

These extensive changes are scattered throughout the supple- 
ments, and because the material is spread among so many vol- 
umes covering a wide span of years, the job of the searcher in 
running down a point is an awkward and tedious operation. A 
thorough search now requires the physical handling and checking 
of many volumes. 

Republication in revised form would greatly simplify the task 
of the searcher by authorizing the revision and condensation of 
existing material into a cumulative republication. This would 
not only satisfy an immediate need within the Commission, but 
would be most helpful to Members of Congress and their staffs, 
and the members and staffs of the various congressional commit- 
tees. It would also be of tremendous assistance to those who 
practice before the Commission and to the transportation in- 
dustry in general. 
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‘2. Commission reports and orders in bound volumes and separate form.. $11, 952 


The additional $11,952 is requested to provide funds for an 
increased number of reports and orders to be printed in both 
separate and bound volume form. 


3. Miscellaneous publications - ..........-.-....-.-u.----+-----++--- 2, 732 
SE en oceans tam apna ancien ad etna: om 65, 584 

Decrease in printing of miscellaneous publications_-__--_-.-__---- 584 

PAO AROTONNB ns in oa ind nn n> GU ed a. & 65, 000 


Mr. THomas. You say— 


The $255;000: requested -under /this-heading. for. 1959.represents an.increase of 
$65,000 over the estimated obligations of $190,000 for the current fiscal year. 


You want to revise the annotated volumes of Interstate Commerce 


‘Commission holdings for the last—how many years? 


You say— 


The annotations, first published 27 years ago in response to a Senate Resolution, 
have proved to be a valuable transportation research tool, both inside and out- 
side the Commission. 

Which volumes are missing, 15, 16, and up to 17? 

a Mr. Scumip. Secretary McCoy, that would fall under your juris- 
iction. 

Mr. Tuomas. What about that, Mr. McCoy? 

Mr. McCoy. Twelve of the 17 are out of print. 

Mr. Tuomas. It is of great importance to bring them up to date? 
These are the decisions of the Commission; are they not? 

Mr. McCoy. Annotations of decisions of the Commission. 

Mr. Taomas. For what year? 

Mr. McCoy. From 1887 on. 

Mr. Tuomas. You do not. mean to say that we have been getting 
along all this time without these books, since 1887? 

Mr. Freas. They were first published 27 years ago and there are 17 
volumes. Of those 17, only 5 are now available for purchase. 

Mr. Tomas. When was the last time you brought them up to 
date, what period? 

Mv. Freas. They have the original annotations brought up to date 
by issuing supplements. That is why we have so many volumes. 
You have to run through the different volumes in order to get the 
information. 

Mr. Txomas. This annotation is for up to now? 

Mr. Frews. ‘Not-in-the original job. It is a revision of the work 
already done, bringing it together in a few volumes. 

Mr. McCoy. That is correct. 

Mr. Tuomas. That is what I asked you at first. What have you 
done up to now? What period of time do these 17 volumes cover? 

Mr. McCoy. They cover from 1887 on, but in a way that is very 
unhandy for the practitioners and for the Commission to use. Five 
original volumes came off 





Mr. Tuomas. Are not these practiaonsss pretty well paid and can 
they not afford to do their own annotating? 

The carriers pay them pretty good fees, do they not? 

Mr. McCoy. The Commission rimarily i is interested in having an 
excellent set of annotations available. Five volumes came out in 
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1930. The Senate Committee on Interstate and Foreign Commerce. 
by their action on S. 695, favor this republication. 

Mr. Tuomas. We have 17 good lawyers over there serving the 
Commission. They can figure out pretty well; can they not? 

Mr. TuGGue. the examiners have to use them, too. 

Mr. Tuomas. Where do you get the figure of $50,900? 

Mr. Ryan. The Government Printing Office and our latest esti- 
mate is over $12,000 per volume. ' 

Mr. Txomas. Do you think it should be done? 

Mr. Frwas. Yes. 

Mr. Tuomas. That is mighty weak, Judge. 

Mr. Freas. Very definitely. 

Mr. Tuomas. I Sead you the first time. 


PURPOSE OF BUDGET INCREASE 


Mr. Ostertac. Mr. Chairman, your budget increase is about 
$750,000; is that right? 

Mr. Freas. That is right. 

Mr. OstertaG. What is the general nature of that increase? Is it 
due to an increase in the number of employees? 

Mr. Fruas. Of that amount approximately half, $309,948, is for 
additional employees, and s ecificall y it covers 63 employees of which 
13 would be in the field and 50 in the general office. 

The balance of $440,000 is for other than personal services. 

Mr. OstertaG. What is the total personnel of the Interstate Com- 
merce Commission? 

Mr. Freas. 2,301. This would increase it to 2,364. 


JURISDICTION OF THE COMMISSION 


Mr. Ostertac. The general objective or purpose of the Interstate 
Commerce Commission, as a regulatory body, has jurisdiction over 
what forms of transportation? 

Mr. Freas. Rail carriers, highway carriers (the highway carriers in 
turn have a number of different classifications), express companies, 
freight forwarders, water carriers (inland and coastwise, and inter- 
coastal), pipelines, and car companies. 

Mr. OstertaG. On page 163 of the justifications, there is a list of 
needs for basic information for the use of the Commission in dealing 
with issues involving such questions as the effects of the development 
of arterial highways on all forms of transportation. 

What is the meaning of that? Arterial highways in relationship to 
all forms of transportation? 

Mr. Freas. That pertains to our section of research. I would like 
to have Mr. Jelsma say specifically what that embraces. 

Mr. Jevsma. That is in connection with the development and 
expansion of, primarily, highways. That is, the effects that improved 
highways have upon the movement of freight between major cities 
or major disbursement points. 

Mr. OstertaG. Would that apply to railroads? 

Mr. Jeutsma. Yes, sir; it has an effect on the entire transportation 
picture, competitive picture. It has an effect on the competitive 
picture of the railroads as well as on the motor and water carriers. 
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- Primarily it would be the effect of movement time between various 
focal points. This analysis is also used in connection with evaluations 
of things like that we do with the Research and Development Board. 


PIGGYBACK TRANSPORTATION SYSTEM 


Mr. OsrertaG. There are four different studies that are involved in 
this particular program, including that of marshaling the facts and 
measuring trends regarding various new developments; namely, the 
pigey back system? 

r. JELSMA. Yes, sir. 

Mr. OsrrertaGc. You mean that that has not been developed as to 
the application and effect on the economic value of this system? 

Mr. Jetsma. Approximately 3 years ago there were only, I believe, 
somewhere around 50,000 piggy-back movements. Today there are 
around 280,000 piggy-back movements.: I am not sure of those 
figures precisely, but they are close. 

As piggy-back movements increase—— 

Mr. Txomas. Back or bank? 

Mr. Jetsma. Back. ° 

As these movements increase there will be a decided effect upon 
both rail and motor carriers; that is, if they continue at the present 
rate. 

DETERIORATING CONDITION OF RAILROADS 


Mr. Ostertac. The Interstate Commerce Commission is a regula- 
tory body having jurisdiction over railroads, trucking, motor carriers, 
Of late there has been general recognition that the plight of the rail- 
roads is not good and that something needs to be done. 

Does your operation in any way shed light as to a course that might 
be followed here in this country, both in Congress and in the country 
as a whole? 

Mr. Jeusma. We have no panacea to the problem. We think that 
repeal of the transportation tax would be very constructive in bene- 
fiting the carriers’ present financial condition. 

Mr. Freas. You are referring, Mr. Ostertag, to the Surface Trans- 
portation Subcommittee hearings going on now? 

Mr. Ostertaa. Yes. 

Mr. Freas. We have been following them very closely and we have 
been invited to comment on that. There will be a time set for that 
and we will try to cover the field as well as we can. Our recom- 
mendations and suggestions are being based in large measure upon 
the basic data that we get from our staff, and particularly from our 
Research Section. 

Mr. Jelsma started mentioning the tax situation. He has made 
quite a study of that and has contributed quite a bit to that. We 
need this basic data in order to give value to the things that we want 
to put in. 

There will be a large area that we intend to cover in that testimony. 

As Mr. Jelsma said, we do not have the perfect answer. 

Mr. Ostrrertag. As a regulatory body, you do testify and you do 
lend some support or testimony relating to this problem as it is con- 
sidered by the Congress? 
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Mr. Freas. That is right. The Commission continually considers 
areas in which we think regulation might be carried on more effectively 
if there were changes in legislation. We make those recommenda- 
tions to the Congress, particularly transmitted through our annual 
report, and also by letter. We are also called upon to comment upon 
any other legislation that is pending and which has to do with trans- 
portation. It is through such suggestions and recommendations which 
we are called upon to make, and through our testimony at these various 
hearings, that we do get our views before the Congress. 

Mr. Ostertaa. That is all. 

Mr. Tuomas. Mr. Chairman, we certainly want to thank all of 
you and your fellow Commissioners and staff. We are proud of our 
Interstate Commerce Commission and Commissioners, and good staff 
members. 

Mr. Freas. Thank you. 

Mr. Txomas. It is one of the oldest organizations of the Govern- 
ment and the job is a terrifically important one and a hard one. 
Although you may have a few unhappy customers, you do not have too 
many people saying unkind things 4 lle you. That is always pretty 
complimentary. 

e thank you for coming over and we also look forward to seeing 
the Interstate Commerce Commission because we like to do business 
with you. 


GSA TRANSPORTATION AND UTILITY SERVICE 


One further question. We have set up over in the General Services 
Administration a unit that is supposed to appear before this dis- 
tinguished and honorable Commission, and also some of the other 
regulatory commissions of the Government, to deal with utility rates. 
In your field it is transportation rates. 

Do you have occasion to have that group appear before you and, if 
so, what impression do they make on you? Bb they conduct. them- 
selves good, medium, bad, or indifferent? 

Say what you.think you can for the record and if you want. to say 
anything off the record, we will hear it, too. 

Mr. Freas. The first part of your question is easy to answer and 
the second part is difficult. 

They do appear before us, notably the General Services Adminis- 
tration, Agriculture, TVA, and a couple of other groups. They have 
a right to appear. To the extent that they contribute anything 
factually or add to our enlightenment through argument, we welcome 
that. 

As to just what weight should be given the testimony that they 
present, any one or all of them at different times, I would not want 
to comment. 

Mr. Tuomas. Of course not. 

Mr. Freas. They are like any other witnesses; some of their people 
are more effective than others. 

Mr. Yates. Are they in a position to offer you any assistance in 
the determination of matters in the same way that any private 
litigant is? 

Mr. Freas. Yes. 
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Mr. Yates. In that respect, they perform a useful service? 

Mr. Freas. That is right. 

Mr. Yates. Is it not a fact that this group is in a position to 
represent the Government in a different way than the Interstate 
Commerce Commission? 

Mr. Freas. They approach it from a different standpoint and I 
think quite properly so. Our position is to do justice to all sides 
involved, carriers and shippers. 

Mr. Osrerrac. They are appearing in behalf of the Government as 
a shipper, is that correct? 

Mr. Fras. Yes, sir; the Department of Agriculture is appearing 
on behalf of agriculture interests. Obviously, from that side, they are 
litigants rather than adjudicators. ome 

Mr. Tuomas. Any advocating is going to throw light on the subject. 
if they conduct themselves as good advocates. 

Mr. Freas. Yes. 
Mr. Tuomas. Thank you, gentlemen. 
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SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 








Program by activities: 
1. Non-Federal hydroelectric project activities. ........- $1, 066, 467 $1, 119, 800 $1, 314, 600 
2. Regulation and surveys, electric power industry....._-- 927, 226 985, 600 997, 300. 
3. — and surveys, natural _ industry. ........- 2, 379, 300 2, 563, 000 3, 238, 500 
4. Federal projects investigation and regulation... _._.... 320, 303 334, 400 307, 400 
5. International Joint Commission.....................-..- 12, 905 13, 900 13, 900 
6. Administration... Recipe Riallin ashi tintin ak mi owerk 477, 824 513, 300 513, 300 
se A SS ea eta: ee ye ee eee 5, 184, 025 5, 530, 000 6, 385, 000 
Financing: Unobligated balance no longer available........--.- Ce eabidctibceg lS tt eck 


Appropriation (new obligational authority) --...........- 5, 225, 000 5, 530, 000 6, 385, 000 
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Object classification 






1957 actual | 1958 estimate | 1959 estimate 






Total number of permanent positions___..........-.....-..... 750 746 860 
Full-time equivalent of all other positions_................-.-. s I teak 
Average number of all employees. __.......-.-....-..---...-..- 705 71 819 
Number of employees at end of year. .-.......-..--.-.-...-.-- 758 730 840 


Average GS grade and salary. ....-...--222----2-2- eee l ikl 


8.6 $6,342 | 8.7 $6,422 |8.7 $6,427 
01 Personal services: EE 





Permanent positions. . .. 0... - 0. se - dase e ne dened bes $4, 542, 199 $4, 583, 393 $5, 244, 800 
Positions other than permanent_....................-- 28, 368 ME ta cadcouseors 

Other personal services ..-.......-....-..+--+-ss1---- 6, 907 17,727 20, 200 

Total personal services... ...................-.---... 4, 577, 974 4, 630, 000 5, 265, 000 

es TG on tithe chcets tenet theses tena doeeebbanmnde 276, 070 300, 000 400, 000 
eg geet eel SASS a 3, 607 3, 500 3, 700 
04 Communication services___-. 64, 718 64, 000 67, 000 
05 Rents and utility services__- 27, 676 28, 500 9, 000 
06 Printing and reproduction. 66, 544 64, 000 85, 000 
O7 Othe: contractualiservices.-.............................- 42, = 43, 500 47, 500 
Services performed by other agencies.................. 2, 500 . 500 

08 Supplies and materials................-.-.-.---22 2 etl 64, 228 50, 000 67, 000 
i ett Tic cen atl heereatimitite anit kee eel 56, 342 48, 000 76, 300 
11 Grants, subsidies, and contributions. _............-_.-...-}-.--- 296, 000 342, 000 
13 Refunds, awards, and indemnities......0..........-.-...- 268 be i......bcbcusiban> duces 
15 Taxes and assessments.__......._- oaslien h-aeeadeacaten ed 1, 861 2, 000 2, 000 
SN a coll diatianainenirimerlni csceatiee ik nit Ue aida 5, 184, 025 5, 530, 000 6, 385, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the Federal Power Commission. It 
is certainly nice to have all you gentlemen. You certainly seem to 
have brought us nice weather. 

Weshould have had you up here a week or 10 days earlier. 

We have with us this morning the very able chairman, Mr. Kuyken- 
dall, Vice Chairman Stueck. Where is our friend Judge: Digby ? 

Mr. KuyKxenpauu. Judge Digby is ill, Mr. Chairman. 

Mr. Tuomas. Tell him we wish him a speedy recovery. 

We have Commissioner Kline with us. 

Mr. Kuykenpatt. Commissioner Connole is absent from the city 
today. 

Mr. Tuomas. Tell him we miss him. 

We have with us our old friend, Executive Director Henry Domers 
and also Judge Gatchell. 

Judge, it is nice to see you looking so well. We have also with us 
our old standby friend, Mr. Adams. He has been a very valuable aid 
to the Commission, being Chief of the Bureau of Power. We have 
with us Mr. Kallina, certainly one of the outstanding experts in the 
country on gas, Mr. Rainwater, Chief Accountant, and Mr. Lindsay, 
Director of Administration. How have you been, Mr. Lindsay? 

Mr. Linpsay. All right, sir. 

Mr. Tuomas. We also have before us Mr. Cashell, Chief of the 
Division of Budget and Finance. 

Do you havea statement for us, Mr. Chairman ? 

If you or one of your Commissioners or members have a statement 
we will be delighted to hear from you. 
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GENERAL STATEMENT 





Mr. Kuyxenpnatt. I have a statement, Mr. Chairman. 

We appreciate the opportunity of appearing before you to review 

the programs and operations of the Federal Power Commission and to 
present our budget estimates for 1959. The Commission’s 1959 budget 

totals $6,385,000 which is $855,000 more than was appropriated for the 

. current fiscal year. This is intended to provide for an additional 100 

i man-years of employment, for travel funds commensurate with the | 
Fi increased workload to be handled, and for funds for other objects 

| of expenditure consistent with the staff increase proposed. 

Our request for funds for 1959 is limited to the amounts we need for 
work which cannot be deferred without serious detriment to the public 
interest. 

. NON-FEDERAL HYDROELECTRIC PROJECT ACTIVITIES 


In “non-Federal hydroelectric project” activities the workload is 
materially affected by the number of hearings the Commission is re- 
quired to hold. In recent years, relatively few hearings have been 
required ; however, with the increased interest which has been shown 
in the development of waterpower sites, the authorization of new 
projects has been receiving more public attention and the demand for 
Commission hearings on applications has increased substantially. 
Approximately 4 hearings a year can be handled with the present 
staff, whereas pending license applications indicate that about 14 
hearing cases a year must be held. This additional workload necessi- 
tates an increase of $194,800 in 1959 in this activity. 


REGULATION AND SURVEYS, ELECTRIC POWER INDUSTRY 


It is proposed that the activity “Regulations and surveys, electric 
power industry” be continued in 1959 at the same manpower level as 
1958. Although the accounting phase of this work is in need of addi- 
tional attention, this does not appear possible because of the critical 
work pressures which have developed in other areas. 


REGULATION AND SURVEYS, NATURAL GAS INDUSTRY 


The activity “Regulations and surveys, natural-gas industry,” con- 
tinues to be the Commission’s area of most pressing need. Our accu- 
mulation of independent producer certificate applications represents 
more than 1 year’s work with the present staff, and our large carryover 
of pipeline certificate applications will increase by nearly 20 percent 
during fiscal year 1958. It is the Commission’s objective to progres- 
sively reduce the accumulation of both independent producer and pipe- 
line certificate applications to a level equal to one-fourth of those filed 


in any one year. The, increase in manpower requested for fiscal year 
1959 would permit the Commission to attain this objective in 3 years, 
that is, during fiscal year 1961. 

Independent producer and pipeline rate cases constitute a workload 
of almost unmanageable proportions for the Commission. Despite 
increases in manpower and productivity in recent years, the number 
of cases has risen so sharply that the carryover has reached alarming 
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proportions. The combined total of pipeline rate cases before the 
Commission rose from 51 in 1956 to 74 in 1957, and it is estimated that 
this will rise to 83 in 1958 and 91 in 1959. Similar figures for in- 
dependent producer rate cases are 235 for 1956, 441 for 1957, 609 for 
1958, and 669 for 1959. I wish to emphasize that the substantial 
manpower increase being requested for 1959 for both independent 
producer and pipeline rate cases will enable us to dispose of only as 
many cases as we receive, without any possibility at this time to re- 
duce the size of the carryover. The carryover anticipated at the end 
of 1959 will in itself constitute more than a 2-year workload for the 
larger staff requested. Obviously the resulting delay in the settlement 
of rate cases is injurious to the public and to the industry, and plans 
must be made to reduce it. 


FEDERAL PROJECTS INVESTIGATION AND REGULATION 


The activity “Federal projects investigation and regulation” is 
being reduced by 4 man-years in 1959. We propose to use 2 of these 
man-years on licensed project accounting and 2 man-years on the en- 
forcement of uniform accounting in the natural-gas industry. As 
the committee members may ideal certain phases of the Commission’s 
accounting work, especially licensed project accounting, are seriously 
in arrears. Although we are deferring any request for substantial 
manpower increases for accounting work, the minor adjustment pro- 
posed will enable us to avoid losing the benefits of progress already 
made. 

Our litigation workload, which is not limited to any one of these 
major activities, continues to increase. At present the Commission 
has 39 cases in courts of appeals and 8 cases in the Supreme Court. 

Beyond this genera] statement concerning the major programs of 
the Commission, I would like to mention another matter. The Com- 
mission’s staff includes a substantial number of engineers who re- 
cently received salary increases by virtue of action of the Civil Service 
Commission. This action occurred after preparation of the 1959 
budget. The salary increase for engineers will cost. approximately 
$120,000 in 1959 over and above the amounts requested in the budget 
before you. 

IMPROVEMENTS IN INTERNAL OPERATIONS 


In closing, I would like to point out that we have been improving 
and will continue to improve our internal operations. Here are a 
few examples of our increased efficiency. 

1. In 1956 our output of certificates of public convenience and 
necessity (excluding “grandfather” certificates) averaged 12.3 per 
man-year. This was increased to 14.3 per man-year in 1957. 

2. Gas rate filings were processed at a rate of 117 per man-year in 
1956. We have been able to increase this to 152 per man-year in 
1957. 

3. Between 1956 and 1957 we increased our productivity in the 
handling of natural gas rate cases by about 10 percent per man- 

ear. 
i 4. During fiscal years 1948 through 1953, we expended for adminis- 
tration, an average of 1 out of every 8 man-years available to the 
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Commission. We now are expending only 1 out of every 1014. The 
figures projected for 1959 are 1 out of every 12. This is an improve- 
ment of approximately 50 percent. 

5. An ever-increasing part of our manpower is being brought 
to bear on the processing of applications for licenses, applications for 
certificates of public convenience and necessity, rate filings, rate 
investigations, and allied matters. During fiscal years 1948 through 
1953 an average of only 51 percent of our manpower went into these 
functions. This year we estimate that the figure will be 67 percent. 
For fiscal year 1959 we have projected the use of 71 percent of avail- 
able manpower on these basic Sasvoehasis 

This concludes my general statement. We are ready to answer 
any questions you may have. 

Mr. Tuomas. That is a good, short, very much to the point state- 
ment. We like it. 

I have looked over this budget and I am sure the other gentlemen 
of the committee have, too. You have a lot of meat init. The tables 
are superb. I thoroughly enjoyed working with it. I spent a good 
many hours on it. 


JURISDICTION OF THE FEDERAL POWER COMMISSION IN ELECTRIC POWER 


What is the jurisdiction of the Federal Power Commission? State 
it again for the record. We do it every year. Tell us what your 
scope is in the electric power field. 

Mr. Kouyxenpauu. Mr. Gatchell. 

Mr. Gatcnert. Mr. Chairman, the Commission in electric power 
controls those interstate electric utilities which sell electric power 
across State lines. 

Mr. Tuomas. The key word is “interstate,” is it ? 

Mr. Gatcuetu. Interstate electric power companies; yes, sir. 

Mr. Tromas. If a company does business exclusively within the 
confines of one State, you don’t get a look at their business, either 
as regards rates or licensing ? 

Mr. Gatcnet.. Not as to rates or securities. We do, however, issue 
licenses for intrastate companies where they are constructing on a 
stream subject to the jurisdiction of Congress or on Federal lands. 

Mr. Tuomas. There are two narrow exceptions: That is, on public 
lands, and on a stream subject to jurisdiction of Congress. 

Mr. Gatcnety. That is right. 


NAVIGABLE STREAM 


Mr. Tuomas. When does a stream become subject to the jurisdic- 
tion of the United States under this act ? 

Mr. Garcuett. If it is a navigable water as defined in the Federal 
Power Act, it is thereby subject to the jurisdiction of the Congress. 

There may, however, be projects on nonnavigable tributaries which 
affect navigable capacity, and those projects are subject to Federal 
jurisdiction in order to protect the interstate commerce that can move 
on the navigable streams. 

- Mr, Txomas. When is a stream declared to be navigable? When 

you can get a cruiser up it, or a 10-foot draft ship, or just a skiff ? 
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Mr. Gatcuett. The act defines navigable waters in the same lan- 
guage that the Supreme Court used in the Daniel Ball case, and adds 
a few things to it. The Commission has been taken into court a 
number of times on its determination of navigability. The courts 
have sustained the Commission that a stream was navigable for 
example, if it was navigable for floating of logs. 

See In other words, if you can get a skiff up it it is navi- 
gable 

Mr. Gatcue.. It has to be a highway of commerce, yes, sir. 

Mr. Tuomas. In other words, the test of navigability is not the depth 
or the width of the stream? 

Mr. Garcuett. No, sir. 

Mr. Tuomas. If you can get a skiff up it it is navigable. 

Mr. Gatcnett. If it is used as a highway of commerce, then it is a 
navigable stream. 

Mr. Tuomas. Suppose it is dry 6 months of the year and in the 
winter and spring it has a lot of water in it. Is it still navigable? 

Mr. Gatrcue.u. Yes, sir. This was decided in 1921 under the River 
and Harbors Act, the Des Plaines River was shown to be dry for as 
much as 7 months a year. Yet they held that to be a navigable water 
of the United States. 

I think that such a test of use was embodied in the definition of 
“navigable.” 


COMMISSION JURISDICTION IN ABSENCE OF A STATE COMMISSION 


Mr. Tuomas. Does your jurisdiction on rates apply under those cir- 
cumstances where the river is purely within the confines of a State 
but it is navigable? 

Mr. Gatcuetu. If we issue a license for a project located wholly 
within a State and the company does not operate outside of that State, 
the only ‘security or rate control which the Commission has is that 
which comes when the State has not provided a regulatory agency for 
them. If the State has an agency, and most of them do have, then 
the Federal Power Commission has no control over it. 

Mr. Tuomas. The act specifically states that; does it not? 

Mr. Gatcnett. In section 19; yes, sir. 

Mr. THomas. What jurisdiction, or over what companies doing 
business in Texas does the Federal Power Commission have juris- 
diction ? 

Mr. Apams. Do you mean the licensing? 

Mr. Tuomas. Let’s deal with licenses first, and then we will deal with 
rates. 

Mr. Apams. In terms of licensing, the only active license we have 
outstanding is for the Possum Kingdom project of the Brazos River 
Conservation and Reclamation District. There is a long-standing 
license that was issued for a project down on the Rio Grande, near 
the Eagle Pass area, but the license has never been accepted. 

Mr. Tomas. Tell us about the Brazos River. Do you have any 
license outstanding on the Brazos? 

Mr. Apams. No licenses outstanding on the Brazos except for the 
Possum Kingdom project. 
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We had a declaration of intention for a number of new projects. 

Mr. Tuomas. In reference to the Possum Kingdom license, do you 
have any jurisdiction over the rates of those licenses ? 

Mr. Apams. In that case the transmission cooperative serving the 
area purchases the power from the Possum Kingdom district, and 
I don’t recall that we have exercised rate control over that purchase. 
be in turn sell to the private utilities in the area. 

r. Tuomas. They do purely an intrastate business. They don’t 
go outside of the confines of the State of Texas. 

Mr. Apams. That is correct. 

Mr. Tiromas. Do you have a State regulatory agency that deals 
with them in Texas? 

Mr. Avams. There is no State regulatory agency regulating elec- 
tric rates, 

Mr. Tuomas. The Texas Railroad Commission doesn’t regulate it. 
The cities and counties do their own regulating; do they not? 

Mr. Avams. That is right. 

Mr. Tuomas. But the Federal Government could step in in the 
absence of a regulatory body for rates and take jurisdiction, where 
you issue a license under the circumstances you just detailed, but 
you have not; is that correct ? 

Mr. Apams. That is correct. I don’t recall that we have in this 
case. I would have to check that. I don’t recall that the Commis- 
sion has approved the rates for the sale of the Possum Kingdom 
power to the cooperative. I may be wrong on that. 

(The following statement was supplied later :) 

A later check of the Commission’s files revealed that the original contract 


for sale of the project’s power was approved by the Commission in 1941. The 
contract term was 25 years, with provision for review of the rate every 5 years. 


COMPARISON OF STATE AND FEDERALLY REGULATED RATES 


Mr. Tomas. We have several big power companies in Texas. 
There is one in my own area called the Houston Light & Power Co. 
It serves all of Harris County, which isa big industrial area. It serves 
a good many surrounding counties. 

How do their rates campare with the rates of the average interstate 
company ? 

We are generally of the opinion down in my section that their rate 
is very favorable. How does it actually compare with the rates of the 
companies who do an interstate business and whose rates come under 
the jurisdiction of the Federal Power Commission ? 

Mr. Apams. I believe their industrial rates are very favorable. 

Mr. Tuomas. Do you have your charts with you? 

Mr. Kuyxenpauu. We have a publication which deals with domes- 
tic rates. 

Mr. Tuomas. You didn’t bring it with you? 

Mr. Katina. No, sir. We make typical bill studies. That is under 
Mr. Rainwater. I don’t know when the latest one was prepared. We 
can put it in the record. 

Mr. Tuomas. Put it in the record at this point. 

(The information requested is as follows 5 
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Typical bills for 250 kilowatt-hour monthly residential use in cities of 50,000 popula- 
- and more in Texas, Louisiana, Arkansas, Oklahoma, and New Mezico 
an. 1, 1958 





Amount of 
State and city bil! 250 Utility 
kilowatt- 
hour 
Texas: ; 
Galveston, Houston $5.56 | Houston Lighting & Power Co. ! 
6.75 | El Paso Electric Co. 2 
6.87 | Dallas Power & Light Co. ! 
7.13. | Southwestern Public Service Co. ? 
7.46 | Central Power & Light Co. ! 
7.81 | Texas Power & Light Co. ! 
7.91 | Gulf States Utilities Co. 2 
7.98 | Central Power & Light Co. ! 
waters eae cena 8.00 | Southwestern Public Service Co. ? 
Gun Babess 655.4, 345 82 Sch.) ee a 8.05 | West Texas Utilities Co. ? 
We EE FD Rsivininnh noe <inceltesmstiapieliinmainad 8.20 | Texas Electric Service Co. * 
Louisiana: 
WE OR i ith itenisitehin thd ttnndem <tnleir Lohetpiglien 6.83 | Louisiana Power & Light Co. ? 
SO le aan Scien ip eton aeticeneseas 6.83 | New Orleans Public Service Co. ? 
Slwbvemertiisi ji ecss cial eee 7.22 | Southwestern Gas & Electric Co. 2 
I 7.91 | Gulf States Utilities Co. 2 
Arkansas: 
SP ee ee eee eee Se ee 7.55 | Oklahoma Gas & Electric Co. 2 
I ithk ik cate cottt vinsincene annie nettle 7.90 | Arkansas Power & Light Co. ? 
Oklahoma: 
Muskogee, Oklahoma City-_......_.....-.-.---- 7.55 | Oklahoma Gas & Electric Co. ? 
Pci d Sau hee deed boon atau Waskabebea 7.69 | Public Service Company of Oklahoma? 
New Mexico: Albuquerque................-..-.....- 7.25 | Public Service Company of New Mex- 


ico! 





Public Utility Status under pt. II of the Federal Power Act: 
1 Intrastate. 


2 Interstate. 
3 Indeterminate. 


Mr. Jonas. Did I understand you to say there would be no question 
of your jurisdiction over an admittedly navigable stream that rises 
within a State and enters the ocean from that State? 

There is no question of interstate activity on the part of that stream 
but you would have jurisdiction ? 

Mr. Kuyxenpatt. If it is navigable water. 

Mr. Jonas. Even though it is entirely intrastate ? 

Mr. Garcuety. Like in Maine—— 

Mr. Jonas. Or North Carolina. 

Mr. Garcuett. North Carolina, South Carolina; yes, sir. 

Mr. Jonas. We have a number of streams that don’t leave North 
Carolina until they enter the Atlantic Ocean. 

Mr. Garouett. In Albemarle Sound or one of those sounds down 
there ; yes, sir. 

Mr. Evrys. Mr. Gatchell your observations disturb me a bit. You 
say that the Commission does not have jurisdiction over these intra- 
state operations. You stated earlier for the record that there is no 
regulatory commission in the State of Texas that regulates the rates, 
but perhaps some city or county authority. In other words, that 
leaves this wide open and free with no control or regulation whatso- 
ever. 

Mr. Gatouett. Texas has given to the municipalities the right to 
impose franchise terms by which they regulate. We have no juris- 
diction. The only project which is now outstanding in Texas, how- 


ever, is for the Brazos River Irrigation District. The Brazos River 
Authority, it is called. 
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Mr. Evrns. The FPC has no jurisdiction over the Brazos. You 
have no jurisdiction over rates for operations wholly within the State 
of Texas or, of course, any State. 

Mr. Gatcueiy. That is right. 

Mr. Evins. You also stated, did you not, there is no regulatory 
eupression in Texas that regulates or controls the utility rates in 

exas. 

Mr. Gatcurty. There is no State commission, no, sir; but the act 
doesn’t say “State commission.” The act says if the State has not 
provided an agency. 

Mr. Evins. Are they allowed in Texas free range to set the rates 
for the consumer, or anything that the public will buy ? 

Mr. Gatcuetz. I think, Congressman, that the fact that they do 
not have a State commission doesn’t mean that we are given juris- 
diction because section 19 says that if the State has a duly con- 
stituted agency of the State, in which the service is rendered, then 
we are ousted and the agencies in Texas are the municipalities. 

Mr. Evins. Duly constituted agency, regardless of whether they 
perform any services, regulate rates or not ? 

Mr. Gatcuetu. If they have authorized them, Congress has said 
that is a local matter, and the Federal Power Commission is not given 
jurisdiction. In other words, if there is some sale that is not subject 
to a State agency, that may be a municipality or a State commission. 

Mr. Evins. In other words, if there are any regulations or con- 
trol over utility rates to the consumers in Texas, it is brought about 
through a municipality, or a city or local authority. 

Mr. Gatcue.u. Yes, sir. 

Mr. Jonas. By virtue or in pursuance of State law enacted by the 
General Assembly of the great State of Texas. 

Mr. GatcueE.u. It is entirely a local matter. 


NATURAL GAS RATES 


Mr. Yates. Mr. Kuykendall, the primary purpose of passage of 
the Natural Gas Act as I remember the Skipreme. Court decision, and 
having read the debates, was the protection of consumers against 
exorbitant rates. 

In your statement I find no reference to the work which the Com- 
mission has done in this regard. Does this mean that the Commission 
has done nothing to protect consumers against exorbitant rates? 

Mr. KuykEnpa... No, it does not. Th the summary, on page 3, 
we say we processed gas rate filings at the rate of 117 per man-year 
in 1956. 

Mr. Yates. How does that relate to the protection of the consumers 
against exorbitant rates ? 

Mr. Kuyxenpau. That is part of the work we must do in processing 
those filings, and suspending those we think are excessive, and in- 
vestigating and holding hearings on them. 

Mr. Yates. I remember in previous years the regulatory commis- 
sions used to brag on themselves, to use a phrase of Mr. Thomas, about 
the amount of savings they were making on behalf of consumers. I 
don’t find any reference to that in this statement of yours and as I 
read through the justifications I found no statement as to how much 
savings the Commission had made on behalf of the consumers. 


ee 
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1s this something this Commission no longer takes pride in? 

Mr. Kuyxenpatu. No, it isn’t. We take a great deal of pride in 
our work in that regard. 

Mr. Yates. Is there no statement the Commission can make in that 
regard as to the amount of savings that were made on behalf of the 
consumers ¢ 

Mr. Kuyxenpatt. Rates that were reduced in the current year? 

Mr. Yares. Rates that were saved on behalf of the consumers. 
Presumably the Commission exists to protect the consumers. What 
did the Commission do in this respect ? 

Mr. Kuyxenpauu. We have done a great deal. I might ask Mr. 
Kallina to answer that. 

Mr. Katina. Mr. Yates, the economy of the country is such that 
the Commission’s work has changed drastically so that now instead 
of the Commission promulgating rate decreases, what the Commis- 
sion is doing is making all these numerous analyses of these rate 
filings, in which we find that the companies are asking for certain rate 
increases, and this tremendous backlog of rate cases which the Chair- 
man refers to on page 2 is an indication of the fact the Commission is 
not just letting these rates go into effect willy-nilly. They are taking 
the time and energy and effort and asking you for the money to do 
a job to be sure that when the rates are finally adjudicated by the 
Commission they are just and reasonable. The big carryover of pipe- 
line and independent rate proceedings here on page 102 of our justifi- 
cation is, I think, the statement you are looking for. 

Mr. Yates. All that indicates to me upon reading it is the fact you 
have a certain workload of rate cases. It doesn’t indicate to me how 
much money you have been able to save on behalf of the consumers. 

Mr. KuyKenpatu. On page 72 of our justification there is a sum- 
mary statement of section 4 cases, which have been disposed of by 
the Commission. 

Mr. Tuomas. Why do you have such a big backlog of those cases? 

Mr. Kauurna. Because there are more cases being filed. 


DEMAND FOR GAS SERVICE 


Mr. Tuomas. There is a demand for gas, isn’t there? People are 
not going to go out and drill a gas well or lay a pipeline unless there 
is a demand for service, are they ¢ 

Ultimately the basis for your backlog is coming from individual 
families or individual offices or individual businesses that want gas. 

Mr. Katina. That is right. 

Mr. Tuomas. If they are looking for gas they want to pay for it, 
do they not? They can’t get it for nothing, so the basis of your back- 
log is demand for service, is it not ? 

Mr. Katurna. That is right. 

Mr. Tuomas. Is that growing every year? Is that demand 
growing ? 

Mr. Katirna. It continues to grow. It is practically insatiable. 

Mr. Tuomas. You have to balance out your demand of John Q. 
Public against a fair return for the man who is going out and drill- 
ing the well and laying a pipeline. You have a duty to do that, too, 
have you not? 

Mr. Katrina. That is right. 










Mr. Tuomas. Don’t you have a duty to help this man get a little gas 
if he is clamoring for it all the time ? 
Mr. Katina. Yes, sir. 








DOLLAR SAVING TO CONSUMERS 


On page 72, Mr. Yates, we show that in 1955 there were $86.3 
million of pipeline increases before the Commission, of which the 
Commission allowed only $31.8 million. There the Commission pro- 
tected the consumers to the extent of $59.5 million less than what was 
asked for if the Natural Gas Act were not in effect. 

In 1956 it was $23.6 million requested against $14.1 million allowed; 
in 1957, $51.2 million were requested as against $42.4 million allowed. 
Here is a clear indication in millions of dollars as to how much the 
Commission has saved the consumers. 

Mr. Yares. By not allowing those increases to go into effect. 

Mr. Katina. That is correct. 

ane Yates. Has the Commission had any cases of its own to reduce 
rates ¢ 

Mr. Karurna. 1958 proceedings ? 

Mr. Yares. Under the law the Commission is authorized to institute 
roceedings to reduce rates where rates are not just and reasonable. 
t has that authority, has it not ? 

Mr. Katurna. Yes, sir. 

Mr. Yates. Has the Commission instituted such proceedings in 

the last year ? 

Mr. Katira. Yes, sir. 

Mr. Yates. Is this after a proposed increase went into effect after 
a suspension period was exhausted ? 

Mr. Katirna. That is not the procedure the Commission follows. 
Section 5 provisions are instituted either by the Commission on its 
own motion or upon complaint, and the Commission has instituted a 
few of those section 5 provisions, but as I said previously, the economy 
of the country is such that all these companies are in regularly, refer- 
ring to pipeline companies, for increases, so the Commission doesn’t 
have to institute any proceeding against them to look into their rates. 
The companies are in there voluntarily asking the Commission to look 
at their rates. 

Mr. Yares. In each of those instances did the Commission grant an 
increase, not to the amount the companies wanted, but did they grant 
increases ? 

Mr. Katurna. If it is justified the Commission has granted the in- 
crease. 

Mr. Yates. Did the Commission find it was justified in each of the 
cases? 

Mr. Katia. No, sir. 

Mr. Yates. What proportion of the increases did the Commission 
deny in terms of numbers of applications ? 

Mr, Kauirna. I don’t have the exact figure. It was a very small 
percentage where they did not allow any increase at all. 

Mr. Yares. In other words, in almost all the cases they allowed an 
increase ? 

Mr. Katrina. They allowed some increase. Sometimes it was 
just an insignificant amount. 
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Mr. Yares. Getting back to my first question with respect to the 
amount of savings the Commission has made on behalf of the consumer, 
in accordance with its mandate under the Natural Gas Act. The table 


that appears on page 72 is the extent of the presentation of the 
Commission ? 


Mr. Karuna. That is correct. 


NATURAL GAS RATE INVESTIGATIONS 


Mr. Evins. About a year or more ago the Commission publicly 
announced the investigation of some, 15 or 16 gas company inves- 
tigations on a large scale. What has been the result of those inves- 
tigations that you inaugurated ? 

Mr. Kauuina. Those investigations are pretty well along, all but 
2 are in hearing and 3 of them are in the last stages of hearing, so 
that the possibility of some Commission action within the next 6 
or 8 months is very good. 

Mr. Evins. How long has that investigation been under way now? 
Is it 18 months? 

Mr. Kauuina. The first investigation we started was in the spring of 
1956. We didn’t take them all at once. We didn’t have the manpower. 
We took them as we could pick them up and as manpower dropped off 
in other cases we put them on these investigations. 

Mr. Evins. Have the companies increased rates been in effect all 
this time ? 

Mr. Kaira. In these investigations by the Commission the in- 
creased rates have been in effect. These are orders by the Commis- 
sion. The Commission does not under section 5 have the authority to 
stop any rates which are already being charged until they complete 
their investigation. 

Mr. Evtns. In other words, large-scale protests were filed against 
these rate increases more than 2 years ago, and increased rates went 
into effect, and then you announced an investigation of some 16 com- 
panies—the justification for their increases. 

Mr. Katrina. That is right. 

Mr. Evins. That investigation has been continued for 18 months, 
with the rate increases in effect. You state it will be possibly 6 
months more before any conclusions will be made by the commission. 

Mr. Kaira. I believe that is a fair estimate. 

Mr. Evins. The companies have had the use of the money of the 
increased rates all that time, and the consumers are paying the in- 
creased rates. If the companies lose the cases then they would have 
had a great advantage by having had the use of the increased rates for 
two and a half years. 

Mr. Katrina. That is right. That is what the Natural Gas Act 
provides. 

Mr. Evrns. Not as I understand the act. Is that as fast as the Com- 
mission can proceed under those investigations ? 

Mr. Katina. Under the circumstances; yes, sir. 

Mr. Kuyxenpatu. Mr. Evins, we might point out the number of 
those section 4 and section 5 producer cases that we have. I touched 
on that in my statement. We probably have a chart in here. 

Mr. Tuomas. There is a good chart in the justifications. 

Mr. Katrina. Page 79. 
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Mr. Tuomas. Let’s go into detail later. Just complete your gen- 


eral overall questions now, gentlemen. 


ESTIMATED OBLIGATIONAL AUTHORITY 


Mr. Tuomas. Mr. Reporter, let’s put page 1 in the record. 
(The page referred to follows:) 


Estimated obligational authority related to obligations and expenditures 


Fiscal year 
1958 


Current oo oo 


tly available 
Recommended -.-_.-_._.........-- 
Ne ee ee cos mmciapaliaawobbaber 40, 000 
Total obligational authority. _............-----.-..--_--.--------...--- 5, 570, 000 
em emennens ©O TO MONE in ein nsec e web ce cinccceceonns dade 5, 570, 000 
Obligations outstanding at start of year_._...........--...-1.-.--.-.--.---..- 325, 000 
Te 0 nn i emncenecdesennonota 5, 895, 000 
Less obligations outstanding at end of year. .._...........-.-----.----------- 360, 000 


SET IIIS FO WII ogo. asus ok nn ehhavovcetiicdcsccbiipeees 5, 535, 000 


Fiscal 
1 








6, 786, 000 


536, 000 
6, 250, 000 


Mr. Tuomas. This shows expenditures of $5,535,000 for fiscal 1958 
against $6,250,000 for 1959. That is approximately a $715,000 in- 


crease over last year. 


COMPARATIVE SUMMARY OF OBLIGATIONS 


Put page 3 in the record. 
(The page referred to follows :) 


Comparative summary of estimated obligations to be incurred 





Fiscal year 
1958 
Services, supplies and materials: 

mn wemendl ettvicns: 2282 22 Se ou rerio $4, 630, 000 
ey ee ee oe 4 g 300, 000 
03 Transportation of things -- 3, 500 
04 Communications services. 64, 000 
05 Rents and utility services --_. 28, 500 
06 Printing and reproduction....._.............-.-.---.-.--.-2---..---- 64, 000 
07° Other contractual set vices... -.---. - 6-22 6. sen es teen ee cw enn eens 44, 000 
i en sn oo ccsacnondcameatapaned est anneneeg aeaareagee 50, 000 
eth cals dior dine <bsecebwetdunattlpakut dp hbidcmitesnndae 5, 184, 000 
IN i, oe gh ks demnaipedeppicideomeloupegegiqeel-tiangeené 48, 000 


Grants, subsidies and contributions: 
Payments acs Acie Linn ooscuncesebekdagduenentebcet dsespemeiiee 40, 000 
Contribution to retirement fund_.......---.---....---------.------------ 296, 000 
15 Taxes and assessments: Payments under Federal Insurance Contribu- 
tnt Rtnccint Lith kvl dune own dinditicinawatinniiipabaibisioneeianinitid 2, 000 


Cranel Coted Ob riesione nn.  s5 5 den dened ssbb ee basbedessssed es 5, 570, 000 





RN ee ee ~ remeron Creer 
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Mr. Tuomas. This table shows the personnel costs and the other 
objects. Travel goes up from $300,000 to $400,000, and communica- 
tion services goes up. All of your other objects show an increase. 
We will go into that in some detail. 

I thi age 4 and 5 is very good. Of course, the Commission 
has three big activities listed en The non-Federal hydroelectric 
project activities; regulation and surveys, electric power industry. 
According to my recollection, that has stayed static for the last 3 
certainly for 1958 and 1959, at around 127 employees, then you 

ave regulation of the natural gas industry. That activity is what 
is really on the increase. 


STATEMENT OF WORKLOAD UNITS, MAN-YEARS AND ACTIVITY COSTS 


Mr. Reporter, put the table on page 10 in the record. It will have 
to be compressed down. This is as complete a table as I have seen. 
You can take this table here and keep up with every activity in the 
Commission. It is very complete. 

(The page referred to follows:) 
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Non-Frperat Hyproeitectric Progecr Acrivirres 


Mr, Tuomas. Your non-Federal hydroelectric project activity in- 
creases from 143.7 man-years in 1958 to 160.7. Of course that is 
broken down into licensing, supervision of licenses, headwater benefit 
determinations, and license project accounting. ‘That increase is 
around 17 jobs at a cost of $124,100. 


Without going into all the details of it, as well as I remember, you 
break down that justification on pages 19 and 20, 


Mr. Reporter, let’s put the narrative beginning on the bottom of 
pages 12, 13, and the chart on page 14, in the record. 
(The pages referred to follow :) 


A. LICENSING 


(1) Processing of permit and license applications 


In issuing licenses the Commission is required by statute to insure that projects 
to be licensed are so designed as to fit into a comprehensive plan for develop- 
ment of the river basin for the benefit of navigation, power, and other beneficial 
public uses; that the project structures are safely and adequately designed ; and 
that public and Federal interests will be protected during the construction and 
operation of the project. In its licensing work, to protect the public interest, 
particularly as it relates to the adequacy of power supply and to investment, 
the Commission also investigates the power market for and the economic feasi- 
bility of proposed water power projects. 

River basin investigations are made both for licensing function described 
here and for the Federal river development projects included under section 4. 
Time spent on investigations which are of direct benefit to licensing work has 
been charged to that work. Time required for studies for Federal projects is 
included under section 4. 

Preliminary permits for water power projects are issued by the Commis- 
sion for the purpose of enabling permittees to maintain priority of application 
for licenses while they are preparing plans and making power marketing and 
financial arrangements for such projects. Licenses are issued to authorize the 
actual construction, operation, and maintenance of the projects. Amendments 
are issued to authorize changes in project plans, project works, and project 
area, and to cover other matters involving projects already licensed. Any of 
these applications may be filed by any State, municipality, corporation, or person 
and the number of filings or volume of work is beyond the Commission’s control. 

The increased interest in hydroelectric development by non-Federal agencies 
is shown on the accompanying chart, page 14. The capacity involved in ap- 
plications filed in each of the past 5 fiscal years is greater than in any prior 
year in the history of the Commission except 1921 which was the result of 
accumulation of projects during consideration of legislation leading to the 
Federal Water Power Act of 1920. The capacity applied for in fiscal year 
1957 was about 50 percent greater than in 1956. 
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Mr. Tuomas. Let me repeat, 


The increased interest in hydroelectric development by non-Federal agencies 
is shown on the accompanying chart on page 14. The capacity involved an appli- 
cation filed in each of the past 5 fiscal years is greater than in any other period 
in the history of the Commission, September 1921. 


The act was passed in 1920. 
The capacity applied for in fiscal 1957 was almost 50 percent greater than in 
1956. 
GROWTH OF THE ELECTRIC POWER INDUSTRY 


How do you account for all of this phenomenal growth in the elec- 
tric power industry in the last 10 years, and what is the prospect for 
the next 10? 

Mr. Apams. You are referring to the industry as a whole, not just 
licensing ? 

Mr. Tromas. That is right. If the industry didn’t grow you 
wouldn’t have applications for license, would you? 

Mr. Apams. It is part of the results of the increased activity in the 
industry. I think the rapid growth of the industry in the last 10 years 
has been part of the rapid growth of the economy. The development 
of power follows very closely the growth of the economy itself. 

Looking ahead 10, 15, 20 years, we have made estimates of power 
requirements, and we see no indication that the rate of development in 
recent years is going to diminish, although we are in a slight dip at the 
present time. 

Mr. Tuomas. What is the prospect for the next 10 years, from 1958 
through 1967 ? 

Mr. Apams. I have estimates in 5-year blocks, 1955, 1960, and 1965. 


Mr. Tuomas. That is good. The first period is from 1955 to 1960, 
then from 1960 to 1965? 


Mr. Apams. Yes, sir. 

The peak demands of the United States for all utility systems was 
102,700,000 kilowatts in 1955. I do have spotted in here also the 1956 
figure, 107,600,000. We estimate for 1960 that will increase to about 
144 million kilowatts and by 1965, to 186 million. 

Mr. THomas. How much of an increase is that over the existing 
demand as of today ? 

Mr. Apvams. Between the 1955 and 1960 figures I just gave you it 
would be 42 percent. 

Mr. Tuomas. 102 million kilowatts to 144 million ? 

Mr. Apams. Yes sir; and from 102 million to 186 million, the in- 
crease would be about 82 percent increase in 10 years. 

I might say we feel those estimates are conservative. Some of the 
industry estimates have been somewhat higher. The Electrical 
World, for instance, puts out an annual report, manufactures put 
out reports, and their estimates seem to be somewhat more optimistic 
than ours. 

Mr. Tuomas. I looked over the chart. You had a phenomenal spurt 
in 1921. The act was passed in 1920 and the activity in 1921 was an 
accumulation. It comes on down to 1929, 1930, 1931, 1932, and even 
though 1935. 

The usage was not on the increase but it was on the decline. You 
don’t have very much increase even through the war. 
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In 1946 it was about the same as 1945. Then the increase begins to 
show up in 1947, slipped back in 1948, in 1949 you went forward, 
1950 it came down and after that it goes right on to town. 

You spell out your workload on page 10, I believe. 


HYDRO-ELECTRIC PROJECT LICENSE APPLICATIONS 


In your workload of license granting, as of July 1957, there were 
109 pending applications for permits, licenses, and amendments and 
for other purposes. After much language and justification you think 
you will boil this down to where you will have about 13 contests, is 
that correct ? , 

Mr. Apams. We estimated 14 cases. 

Mr. Tuomas. Out of 109; so most of the applications you describe 
as applications for permits, license, amendments and other purposes, 
out of your 109 applications you will get down to about 12 or 13 
contested cases. 


INCREASE IN NEW GENERATING CAPACITY 


Of all these applications, how many new facilities and extension 
facilities do you think we will have in the next 10 years? . Does that 
mean you will have to increase your present facilities and capacity by 
80 percent ? 

r. Apams. Yes, sir. The present generating capacity would have 
to be increased by approximately that amount. 

Mr. Tuomas. The capacity of the country now shows no surplus? 

Mr. Apams. The margin today is running about 10 to 15 percent. 
I will get the exact figure in just a moment. 

In December of 1957 the peak load is 112,660,000 kilowatts and the 
reserve is shown as about 14 percent. 

Mr. Tuomas. To get up to this increase of practically 80 percent 
10 years from now as against the figure of 1955 or 1956 how many 
new facilities will have to be constructed? I do not mean 80 percent 
in capacity will be brand new facilities. Is that what it means? 

Mr. Apams. Yes, sir, an equivalent amount of new capacity will have 
to be installed to meet the increased load. The load today is 112 mil- 
lion and we have 128 million available to meet it. If the load grows 
another 100 million we must add at least another 100 million capacity. 

Mr. Taomas. How do you translate that increase of 80 percent 
capacity against hearing 13 cases here? You are not going out and 
have an increase of 80 percent over your existing number of facilities? 
Your present facilities will be enlarged. Will there be any contest or 
will there be any conflict in interest there ? 

Mr. Apams. I believe you are referring to the total capacity in one 
sense whereas our justification here is based on the hydroelectric 
capacity only. 

Mr. Tuomas. That is right. Iam trying to get a broad picture. 

Mr. Apams. We might have an 80 percent, 100 million kilowatt 
increase, in total demand for new generating capacity, of which only 
about 20 percent might involve licensing cases, depending on the num- 
ber of applications that come in, 

We have actually pending today.109 applications of which about 60 
are for new generating capacity involving around 11 million kilowatts. 
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Mr. Tuomas. Your jurisdiction is not limited to hydroelectric, is it? 

Mr. Apams. In the licensing field, yes. 

Mr. Tuomas. What about rates? 

Mr. Apams. We have authority over rates in interstate wholesale 
transactions but in the physical capacity field we have jurisdiction only 
over the licensing of hydroelectric projects subject to the jurisdiction 
of Congress. 

Mr. Tuomas. Here isa man who will build a steam plant and he will 
do an interstate business. He does not have to come to the Commission 
to get his license, does he ? 

fr. Anas, No, sir. 

Mr. Tuomas. When does the Commission take jurisdiction of it? 
After the plant is built and he gives service and rates comes into it? 

Mr. Apams. The matter of construction of the steam plant would 
be subject to his local Commission regulation. 

Mr. Tuomas. I am talking about the Federal Power Commission. 

Mr. Apams. We would have no jurisdiction over the construction of 
that steam plant. Later, or prior to that, in the operation of the 
company, if interstate energy were involved then the Federal Power 
Commission would have jurisdiction over the company as a whole. 

Mr. Tomas. Over rates? 

Mr. Apams. Over wholesale rates. 

Mr. Tuomas. Not as a whole but on the matter of rates. Figur- 
ing ue the rates you take jurisdiction over the whole plant, do you 
not { 

Mr. Apams. Rates and accounting, yes. 

Mr. Txomas. What part of the total capacity of that 102 million 
kilowatts—what was the unit you gave a moment ago? 

Mr. Apams. The 102 million was the 1955 peak demand. [I later 
gave you the 1957 total generating capacity which was 128,600,000, 
the capacity available asof December 31. 

Mr. Tuomas. Is that in kilowatts? 

Mr. Apams. Yes. 


PERCENTAGE OF POWER GENERATED BY FUEL PLANTS AND BY HYDRO PLANTS 


ae Tuomas. What part of that is steam and what part hydroelec- 
tric 

Mr. Apams. Approximately 79 percent of the total Nation’s capacity 
is in fuel plants and 21 percent hydro. 


ELECTRIC POWER RATES 


Mr. Evins. You have shown the rate of increase of private power 
production. But you do not have the Federal power picture included 
in your charts. 

Mr. Apvams. The Federal capacity today is on the order of 20 mil- 
lion kilowatts, so it is an important and significant part of the total, 
particularly in such areas as the Tennessee Valley and the Northwest. 

Mr. Evins. We all recognize it is important. What you have shown 
here is ~ non-Federal power production, and increased consumer use. 
Is it not? 

Mr. Apams. The chart you refer to on page 14? 

Mr. Evins. Yes. 
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Mr. Apams. That is only the non-Federal. .We have no jurisdic- 
tion over the Federal. 

Mr. Evins. But if you added the Federal production to your chart 
it would be substantially more. The chart would not be sufficient to 
show it. 

Mr. Avams. Possibly so if we showed capacity going in, but this 
chart shows only applications which are pending and capacity now 
licensed. 

COST OF ELECTRICITY IN PAST 20 YEARS 


Mr. Evrns. One other observation. What has been the situation 
in the last 20 years with respect to the rate structure and charges to 
the consumers of electricity? Have they gone up, have they gone 
down, have they remained constant ? 

Mr. Apams. I am afraid I do not have the answer to that. Gen- 
erally the cost. of electricity has gone down steadily until recent years 
when it started up again. 

Mr. Evins. What is the reason it was begun to rise in recent months? 

Mr. Katurna. The average trend in 1956-57 was slightly upward 
by a fraction of a percent for the residential service. Prior to that 
there was a fairly constant decline. I would say right now it is 
fairly stable. 

Mr. Evtns. In 1956-57 there was a little increase in cost to the con- 
sumers but for many years prior to then the cost to the consumers for 
electric power in the United States has been on the decline? 

Mr. Katina. That is correct. 


INFLUENCE OF PUBLIC POWER FACILITIES ON ELECTRIC RATES 


Mr. Evrns. I have heard this statement often made and I shall like 
to have your views. That for the past 20 years everything in this 
country has gone up in the way of cost to the consumers and man 
things doubled—some consumer costs have more than doubled. 
Almost everything has doubled and some things more than doubled 
in_cost to the consumer—automobiles, food, clothing, everything has 
gone up except electricity which is the one item where the cost has 
gone down to the consumer. This can be attributed to two things— 
one, perhaps, the large volume of electricity and the other is public 
power being in the field to serve as a yardstick and keep the rate down. 
What is your observation ? 

Mr. KuyKenpatt. I think our original cost type of regulation both 
by the Federal Power Commission and the State regulatory com- 
missions has contributed to that, too. 

Mr. Yares. In what way? 

Mr. Kuyxenpau. If I may finish, Mr. Yates. 

Mr. Yates. Yes. 

Mr. Kuyxenpauu. Also the action of the Commission in “wringing 
the water”out of all these power companies. 

Mr. Evrns. Let us give credit to the regulatory commissions in 
wringing the water out. What else would be a contributing factor to 
reducing power costs to our citizens. 

Mr. Apams. There is no doubt but what the Government’s influence 
has been very great in the TVA area and in the Northwest. Avail- 
ability of low-cost power because of Government construction in those 
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areas has had a tremendous impact on cost of power to the ultimate 
consumers. : : 

Mr. Botanp. What was the cost before the Government got into 
those areas? Was it much higher in those areas generally speaking? 

Mr. Apams. Yes, it was. : 

Mr. Evrys. In other words, we have pointed out, Mr. Chairman, that 
in the past 20 years almost everything has doubled and some items even 
more, except Satan’ which is the one item which has gone down— 
consumer costs reduced. : 

Three things apparently have contributed to the reduction in rates. 
One is the great volume use; second is the public power agencies 
being in the field, providing a “yardstick” of production costs; and the 
third is that the chairman gives credit to our regulatory commissions 
for squeezing some of the water out of the private utility rates. 


VALUE OF UNIFORM SYSTEM OF ACCOUNTS 


Mr. Yarxs. The chairman also said earlier it was original cost and 
uniform system of accounts. 

In what way did this do it? 

Mr. Kuyxenpatu. That is closely related to wringing the water out 
of the companies. There used to be, I am sure, in many cases con-~ 
cerning intrastate sales of electricity, rates based on a rate base which 
according to present day standards we would say was excessive. The 
costs were not used but value was estimated. Sometimes that value 
was very much higher than the cost. 

Mr. Yates. As a matter of fact, most of the utilities sought to use 
reproduction value as their base in order to get a higher rate? 

Mr. Kuykenpauu. That is right. 

Mr. Yares. It was on the basis of accounting methods based on ac- 
tual investment that rates were reduced. Is that true? 

Mr. Kuyxenpaty. That is right. 

Mr. Evins. One other observation on which I should like Chairman 
Kuykendall’s views: This decline in electricity rate costs has not been 
localized through only 1 or 2 areas but to consumers all over the Na- 
tion—all have benefited from it. Do you agree? 

Mr. KuyKenpat. Yes, sir. 


PUBLIC HEARINGS ON LICENSE APPLICATIONS 


Mr. Tuomas. You state that the Commission can have only four 
hearings a year. If that be true, why do you need 17 more employees? 
You will not have any more than four hearings. You do not have the 
hearing rooms, I presume. If you had hearing rooms you could keep 
3 or 4 hearings going at 1 time; could you not? 

Mr. Kuyxkenpaty. We would not be limited by rooms. We would 
find some space. 

Mr. Tuomas. What is the limitation ? 

Mr. Kuyxenpatu. Manpower to study the applications and the 
projects and analyze them. 

Mr. Tuomas. Twelve of the 17 applications involve in new gen- 
erating capacity, including important developments such as the 
boundary project on the Pend Orielle River in Washington, Enfield 
Rapids in Connecticut, and Bridge Canyon on the Colorado River 
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in Ariane What are some of the other probable contests you will 
ave 

Mr. Avams. I have a list here. 

Mr. Tuomas. How long have these cases been filed? If you can 
have only four hearings a year how long have they been filed? 
Certainly they should be in shape for hearing. 

Mr. Apams. The four in the past has been about a normal from 

ear to year simply because we did not have as many contested cases 
in the first place. Then we were limited by staff as to the number 
we could handle, 

In recent years we have been receiving more and more cases which 
are contested in one way or another. 

I can give you a list of about 15 or 20 here if you would like which 

we have chosen as possible cases. 
_ Mr. Tuomas. You had 105 cases filed in 1957, did you not? 

Mr. Apams. 104. 

Mr. Tomas. In 1958 you had 114. You anticipate 113 in 1959. 
How long have these cases been on the docket ? 

Mr. Apams. On the average we have them 6 months or more before 
action is taken. 

Mr. Tromas. Then it takes 3 months in addition to that to wind 
up the hearing? 

Mr. Apams, It may take 3 months or it may take a year or more. 

Mr. Tuomas. You say you hear about four cases a year. That does 
not mean you come to a decision on the four a year ? 

Mr. Apams. Not necessarily. If 14 are in progress during the 
year I would think we would dispose of more than 4 during the 
year. Possibly half of them would be disposed of during the year. 

Mr. Tuomas. You cannot always control the duration of one of 
these hearings, of course. The parties control that. 

Mr. Apams. That is right. Some of the cases have gone on a year 
or longer and it is quite likely any one of these would run several | 
i months or longer. Occasionally you might have one that could be 
: disposed of in a shorter time. | 


: 
‘| BRIDGE CANYON PROJECT, ARIZONA | 


For instance, here is a case which now is coming to a head which I 
would expect would be a lengthy hearing, the Bridge Canyon project 
in Arizona. We have had it pending for a long time but the State 
of Arizona has reactivated its application recently and the city of 
Los Angeles has contested the case by filing a conflicting application. 

We undoubtedly will have to hold a hearing on that case. 

t Mr. Tuomas. What is involved there? 

i Mr. Apams. It involves conflict of applications from two appli- 
cants and also involves the question of the possible effect on the 
Grand Canyon National Park and Monument. 

/ Mr. Tuomas. When the question of the issuance of granting a 
license comes up then the whole field is opened up; is it not? Any 
objection can come in; is that right ? 

Mr. Apams. Once the case is set for hearing we have to make up a 
complete record on all aspects of that project, including adaptability 
to a comprehensive plan, safety and adequacy, economic feasibility, 
and so forth. 


| 
i | 
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Mr. Tuomas. You do not go into the question of rates at that time? 

Mr. Apams. No, sir; that is not involved in the licensing proceeding. 

Mr. Tuomas. They have to get the paper before they can charge; 
is that right ? 


Mr. Apams. They have to get the license before the rate problem 
arises. 


Mr. Tuomas. This is a very interesting discussion and it is set up 
here in very fine manner. 


REGULATION AND Surveys, Evecrric-Power Inpustry 


Let us look at electric power now. Insert pages 42 and 43 in the 
record. 


(The pages referred to follow: ) 


SEcTION 2. REGULATIONS AND SuRveys, ELEcTRic PowER INDUSTRY 
A. BATE CASES 


In accordance with section 205 of the Federal Power Act the Commission may 
suspend increases in rates proposed by electric utilities and order a hearing con- 
cerning the lawfulness of such rate. If a suspension proceeding is not com- 
pleted in 5 months the increased rate goes into effect, subject to refund of charges 
in excess of those finally determined to be reasonable. 

In addition, under section 206, the Commission on its own motion or upon 
ompeain’: may hold hearings and determine the just and reasonable rate to 

charged. 

During the fiscal year 1957 2 electric rate cases, both of which were initiated by 
the Commission under section 206 of the Power Act, were completed; 2 others 
were pending at the close of the year. No field work was done on electric 
rate cases during the year. 

Of the 2 completed cases, 1 was resolved by the filing of revised rate schedules 
following conferences between the parties and the staff; and the other, after a 
hearing, was resolved by an order prescribing rates. 

The other cases worked on during the year involved the analysis of cost studies 
submitted by Pacific Gas & Electric Co. (P. G. & E.) and Sierra Pacific Co. 
(Sierra), in connection with P. G. & E.’s petition to reopen proceedings in docket 
No. E-6482. In that proceeding the Commission allowed P. G. & E. to increase 
its rates to Sierra. The Supreme Court, however, set aside the Commission’s 
order granting the increase and remanded it for such further proceedings as 
the Commission deemed necessary. 

On the assumption that staff field investigations can be held to the levels 
of the past few years and also that most electric rate cases can be settled without 
hearing, the following tabulation shows the actual workload units and man-year 
requirements for fiscal year 1957, and estimates for fiscal years 1958 and 1959, 


Fiseal year On hand Ist | Cases re- Workload Cases com- | Man-years | On hand end 
of year ceived pleted of year 


1 Includes 2 cases completed July 10, 1957. 


B. RATE FILINGS 


Under section 205 of the Federal Power Act, all electric utilities are required 
to file with the Commission all rate schedules and contracts for or in connection 
with the transmission or sale of electric energy subject to the jurisdiction of the 
Commission. Unless the Commission otherwise orders, no change shall be made 
in such rate schedules and contracts except after 30 days’ notice to the Com- 
mission and to the public. Such proposed changes become effective if the Com- 
mission has taken no adverse action within the 30-day period. In view of the 
statutory time limit within which the Commission must act upon changes, 
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and in the absence of any control over the workload of this function, sufficient 
staff must be available to analyze and report on the proposed changes in suf- 
ficient time to allow consideration by the Commission. 


RATE CASES WORKLOAD DATA 


Mr. Tuomas (reading) : 


On the assumption that staff field investigations can be held to the levels of 
the past few years and also that most electric rate cases can be settled without 
hearing, the following tabulation shows the actual workload units and man- 
year requirements for fiscal year 1957, and estimates for fiscal years 1958 and 
1959. 

In 1957 you received 2 cases; you had 2 on hand. In 1959 you 
had 2 on hand and received 5. That means you get rid of about 2 or 
3 cae a year, and that is usually by agreement of the parties, is it 
not ¢ 

Mr. Katrina. That is correct. 

Mr. Tuomas. I commented this morning that your employment is 
rather static, 127 people for the last 3 years, and the whole subject of 
regulation comes in here. You have 4 or 5 big subheads here. Rate 
cases perhaps is the smallest. Rate filing is also small. Enforcement 
of uniform accounting is about 10, Corporate regulations shows 14 
man-years. Power requirements and supply shows 25. Then you 
have your statistical information, the big activity, showing 43. Your 
publications are 13. 

It looks as though this activity is dwindling all the time, that you 
are having trouble utilizmg your manpower. I get that impression 
every year in reading this over. Is that word “featherbedding” ap- 
plicable here ? 

Mr. KuyxKenpatu. No, we have a lot of work in the electric field 
which we pointed out here where we would put more people if we 
had them or could get them. I am thinking of accounting work—— 


CONTESTED ELECTRIC RATE CASES 


Mr. Tuomas. Of course, everything stems from rates. If your rates 
are too high you get a lot of activity by virtue of it. If your rates are 
low or medium and the people are satisfied with them, the rest of 
your ‘activity is bound to fall off. Is that right? Everything stems 

m rates in this whole section. There is no getting away from it. 

If the rates are too high you will have to do a dozen and one eco- 
nomic studies to find out why they are high. 

Mr. KuyKenpatu. That is true, but if we had all of our accountin 
work already done which should be done we could do a better job o 
fixing rates and do it more promptly than we are doing it now because 
we would more readily know whether the claimed depreciated original 
cost was a proper figure. 

Mr. Evtns. As I get it, Mr. Chairman, from an examination of your 
justifications, the FPC had no fieldwork and no field investigations 
during the year in this area and the Commission has had two com- 
pleted court cases. 

One of those cases was the P. G. & E. case, to increase rates to one 
of its distributors and you allowed that increase, Yet the Supreme 
Court reversed the Commission and remanded it for further study. 
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What was the result of the other case in which the Commission took 
action during the year ? 

Mr. Kuykenpauu. South Carolina Generating Co. We reduced 
the rate in that case considerably and the company now is endeavoring 
to appeal that to the Supreme Court of the United States. 

Mr. Evrns. In other words, with all the vast number of private 
utilities in the country selling electricity to the public the Commission 
had only two rate cases during the year ? 

Mr. KuyKENnDALL. Two contested rate cases. The electric utility 
industry is more stable in that respect. The method of regulation is 
well established and the companies all understand it. The Federal 
Power Commission understands it. 

Mr. Tuomas. Getting back to the original question: If the country 
is satisfied, if the utilities are satisfied, the Power Commission is satis- 
fied on rates. Then everything is ancillary to that, so all the other 
activities under regulation of the electric power industry depend on 
rates and everything else is secondary. 

Mr. Evins. You give credit to the Federal Trade Commission fol- 
lowing its investigation showing the need for uniform accounting and 
bookkeeping, pointing out improper utility costs and improper finan- 
cial manipulations which that Commission brought out in its report. 

Do you have matters to which the Federal Power Commission points 
with pride? It would be appropriate to insert them in your justifica- 
tions where they exist. 

r. KuyKENDALL. Many of those things are well known to this com- 
mittee and to the Congress and the country at large, such as what 
was just pointed out about the elimination of the —— 


BASIS FOR NEED OF PRESENT STAFF 


Mr. Tuomas. I get the definite impression every year in reading this 
justification, it seems to me you can get along with about 50 percent 
of the number of employees you have. 

Mr. Tuomas. Mr. Adams, would you care to comment ? 

Mr. Apams. Yes, sir, Mr. Chairman. 

In the previous discussion of the subject, surveys of the electric 
power industry, I believe it was not made clear that there is other 
work in this category that is not closely related to the rate work shown 
at the head of that group. 

I would like-to point out that there is a good deal of work in- 
volved in the items, power requirements and supply, gathering and 
analysis of basic data, interconnection and coordination, and so forth, 
that supports all of the other operations in the power field, particu- 
larly the licensing work, the Federal project work, the corporate regu- 
lation, et cetera. That is briefly pointed out on page 56 of the 
justification. 

Mr. Tuomas. I read every word of it. I agree with you. 

The point I was making was simply this: That it all stems frora 
one thing, and that is rates. 

Mr. Apams. That is what I am trying to enlarge upon. 

Mr. Tuomas. Goahead. Tear it down if you can. 

Mr. Apams. I don’t believe the power requirements and supply 
work, as defined in section 311 of the Power Act, is necessarily related 
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to rates, although it supports the rate work, and of course is very 
useful in there. 
INVESTIGATIONS RELATING TO POWER 


May I read the first few sentences of section 311 of the Federal 
Power Act. It says, and Lam quoting this: 

In order to secure information necessary or appropriate as a basis for recom- 
mending legislation, the Commission is authorized and directed to conduct in- 
vestigations regarding the generation, transmission, distribution, and sale of 


electric energy, however produced, throughout the United States and its 
possessions. 


Then at the end of that section, quoting again : 


The Commission shall report to Congress the results of investigations under 
authority of this section, 

The Commission does report a great deal of that type of informa- 
tion, both under “Power requirements and supply” and under “Gath- 
ering and analysis of basic data,” in just such things as we have 
been talking about here today, for instance, estimates of present 
and future power requirements are made regularly by the Commis- 
sion in order to inform the Congress and the other agencies of Govern- 
ment, and any citizens who wish to know what the power picture 
is in the country. 

For instance, this week the Commission was asked to send a repre- 
sentative to testify before the joint hearing of the Senate Public 
Works and Interior and Insular Affairs Committees on that ver 
subject of power requirements and supply of the United States, bot 
pa and future, and to present a complete story on the regional 

reakdown of the power supply and requirements, present and future, 
the buildup of the hydroelectric capacity in the country, and what 
is planned, near-term and long-term in both the public and the pri- 
vate power field. If we were not carrying on the things that are 
shown here under power requirements and supply, and gathering 
and analysis of basic data we would simply be unable to do that 
kind of a job. 

We have this type of information readily at our fingertips due to 
the fact that our regional offices are constantly keeping in touch with 
the industry picture in their regions. 


PROMOTION OF INTERCONNECTION AND COORDINATION OF ELECTRIO 
SYSTEMS 


In the field of interconnection and coordination, which is covered 
by section 202 (a) of the Power Act, I would like to briefly point out 


- what that provides. 


Section 202 (a) saysthis: 


For the purpose of assuring an abundant supply of electric energy through- 
out the United States, with the greatest possible economy and with regard to 
the proper utilization and conservation of natural resources, the Commission 
is empowered and directed to divide the country into regional districts for the 
voluntary interconnection and coordination of facilities for the generation, 
transmission, and sale of electric energy. * * * 


And further on, it states: 


It shall be the duty of the Commission to promote and encourage such 
interconnection and coordination within each such district and between such 
districts. 
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The work we are doing on that now I think is—— 

Mr. Tuomas. Could I possibly slow down private enterprise in 
doing that if there is a profit available and if there is no profit you 
couldn’t do anything about it anyway. 

I say you, meaning the Commission. 

Mr. Apams. I don’t think the purpose of the interconnection studies 
is necessarily related to the effect it would have on either private or 
public interprise—— 

Mr. Tuomas. What is the purpose of it ? 

Mr. Apams. The purpose stated in 202, as I read it, is to promote 
interconnection aa coordination in the interest of the overall 
economy, efficiency, and dependability of power supply, as well as 
the conservation of natural resources. 

Mr. Tuomas. That means if this country has a little more power 
than it needs in that area, you go across the line and sell it over 
here. Do you think the company that has that excess is going to sit 
still and not think about it ? 

Mr. Apams. Many of them are sitting still, not doing anything 
about it. I don’t mean to say a good deal has not been accomplished. 
When I say many, I am speaking both in the public and the private 
power field. There are many instances in this country where a 
municipality adjoins the territory of a privately operated system. 
By interconnecting there would substantial savings to both of 
them. We have just completed a study of that nature for the city of 
Orlando, Fla. As a result, steps are being taken now to intercon- 
nect the city of Orlando facilities with those of the Florida Power 
Corp. Substantial savings will result, particularly to the city, since 
it is the smaller of the two. We have underway now an intercon- 
nection study—— 

Mr. THomas. You mean cheaper rates will flow from that study 
you are making? 

Mr. Apams. Any savings they can make in their cost should be 
reflected in due time in the cost of service to the customer. 

One of the major studies we have underway now in this field is a 
possible interconnection between the Detroit Edison Co., and the 
other interconnected systems with southern Michigan and the Amer- 
ican Gas & Electric Co. facilities to the south. 

Mr. Tuomas. Does your justification cover steam plants, or only 
hydroelectric plants ? 

Mr. Apams. That covers all facilities without regard to ownership, 
size or type. This study that I mentioned between Detroit and 
A. G. & E. is being made at the request of the Secretary of Defense 
because of the defense value that department considers such an inter- 
connection would have. A great deal of this type of work is done 
with the defense value in ein: 

The Office of Defense Mobilization has requested the Commission 
to work regularly with that organization on interconnection studies 
and with the Department of the Interior, which has the defense 
mobilization responsibility for the power industry. 

Mr. Tuomas. Does the Commission have authority to tell a private 
company that it can’t study plants or integrate, looking toward the 
jurisdiction ? 

Mr. Apvams. Under 202 (a) of the Power Act our responsibility is 
to promote voluntary interconnection. 
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Mr. Tuomas. It has authority to go ahead and study them, make 
its own plans and then come to the Commission and submit its own 
plans, doesn’t it ? 

Mr. Apams. The utilities? 

Mr. Tuomas. Yes. 

Mr. Apams. Yes, sir; if it involves consolidation of 2 systems or 2 
corporations, 2 corporate entities, they would have to come to the 
Commission for approval of that merger. 

Mr. Tromas. I don’t get the point. What are you trying to state? 
That these private companies never think about that, and all this 
advanced planning comes from the Commission. 

Mr. Apams. No,sir. I think the private companies and the munici- 
palities, and public organizations too, have done a fine job of studying 
and going about proceeding with these interconnection possibilities, 
but there remain quite a number in the country that we have been able 
to stimulate, to do the type of study that I am talking about. 

The city of Orlando is an example of the small municipality that 
may or may not have made such an interconnection study, but we 
feel the fact that we as an outside party were able, under this 202 (a) 
authority, to show them wherein substantial savings could be made, 
we acted in a sense as a catalytic agent to get it done. The city of 
Thomasville, Ga., is another one where the mayor of Thomasville 
expressed considerable thanks to the Commission for its efforts in 
showing them and assisting them in what could be done. 

I think there are many other cases, with only a little bit of man- 
power as we are showing here—it is about 6 or 7 man-years—we can 
accomplish a very constructive and useful job in the public interest. 

Mr. Tuomas. Good. 

Insert all of page 59, “Interconnection and coordination of electric 
systems.” , 

What good does this group of 8 to 10 people do? The Commission 
is satisfied with the status quo, and the power companies are. I don’t 
know whether John Q. Public is, but there is no contest. 

(The page referred to is as follows:) 


F. INTERCONNECTION AND COORDINATION OF ELECTRIC SYSTEMS 


Pursuant to section 202 (a) of the Federal Power Act, work directed toward 
the voluntary interconnection and coordination of electric system facilities is 
proposed to be continued in fiscal year 1959 at the same level as in 1958. 

The work program for 1959 provides for continued study of, and reports on, 
interconnection and coordination of electric utilities, both in focal situations and 
on a regional scale. The need for interconnection and coordination studies on a 
regional basis follows from the lag in providing high-capacity, high-voltage trans- 
mission facilities commensurate with growing regional power loads and the cor- 
respondingly greater capacity of powerplants now being constructed to meet re- 
gional load requirements. The need for continued study of possible interconnec- 
tion and coordination of power systems in local situations results from the 
fact that in recent years power loads on many small isolated systems have in- 
ereased to the point where interconnections with large neighboring systems 
would now provide substantial savings in operating and system-development 
costs. 
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The following tabulation summaries the man-years and number of inter- 


connection studies for fiscal year 1957 and corresponding estimates for the fiscal 
years 1958 and 1959: 





Studies on | Studies initi-| Total work- | Studies com- Studies on 
Fiscal year hand first ated load pleted Man-years hand end 
of year of year 
(a 3 8 2 7.6 6 
WORssesest<s- 525 6 7 13 7 7.5 6 
Wiiteeratiierhenn 6 8 14 8 7.5 6 





GATHERING AND ANALYSIS OF BASIC DATA 


Mr. Tuomas. The big activity is gathering and analysis of basic 
data shown on page 60. 


Insert pages 60 and 61 in the record. 
(The pages referred to follow :) 


G. GATHERING AND ANALYSIS OF BASIC DATA 


Basic to the Commission’s work are the reports received at regular intervals 
from electric utilities, both privately and publicly owned, and from certain indus- 
tries which generate electric energy for their own use and public consumption. 
This information is gathered in accordance with the requirements of sections 
4 (a), 304 (a), and 311 of the Federal Power Act. The larger and more impor- 
tant of these reports are the annual reports of class A and class B electric utili- 
ties and licensees on the Commission’s form No. 1, which is primarily a financial 
report, and the annual power system statements for class I and class II electric 
utilities on form No. 12, an engineering and operating report. In addition to 
these annual reports, brief monthly reports are solicited from the larger electric 
utilities with respect to sales, revenues, expense and income as well as with re- 
spect to electric loads, capacity of generating stations, fuel stocks, and genera- 
tion. Shorter reports are also solicited annually or at 5-year intervals from the 
smaller electric utilities. The data included in the regular reports are analyzed, 
tabulated and compiled for use of the Commission and its staff, principally in 
connection with current regulatory problems, licensing of hydroelectric projects, 
and civil defense matters; for the information of other Government agencies 
dealing with power and allied matters; and as basic data for general use by the 
electric utilities and the various industrial and other users of electric power. 
Part of the information is printed in the various statistical publications issued 
by the Commission, and some of the technical data are also made available on a 
set of maps showing generating stations and principal transmission facilities of 
the various electric utilities. This set of maps is kept up-to-date as it is indis- 
pensable to many activities of the Commission and other Federal agencies. 

The volume of work consists of the processing of reports from approximately 
4,000 respondents, aggregating an estimated 110,000 pages. Failure to staff ade- 
quately this activity would result in a lack of readily available data when needed 
for specific regulatory purposes, and would necessitate following a less efficient 
and more time-consuming practice of compiling data on a case-by-case basis 
when needed. The amounts requested for 1959 are the minimum considered 
to be necessary to maintain this activity at a proper level. 

The following tabulation summarizes the man-years expended during fiscal 
year 1957 in the gathering and analysis of basic data and the estimated man- 
years for continuing this work in 1958 and 1959: 


Fiscal year: Man-years 
SE akin aorta eee sh on tobias aed andl gE i aa ee el ee 44.7 
ER A ee ee sic ssa chasis mings spade eicttiy tea cated a 43.8 
a iscsi sepa aati nln it i cic hee 43.8 


Mr. Tuomas. Here is the source of your statistical publications. I 
assume you have to have them because that gives you the rate bills 
that cities of fair size are paying, and on page 62 you show a break- 
down on that. You have 13 people working on this. Then you have 
a printing and binding item. Where is that shown, showing the re- 
sult of the work of these 13 people? 





| 
| 
| 
| 
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PRINTING AND REPRODUCTION 


Mr. Linpsar. Page 125. Sa 
Mr. Tuomas. You increase your printing and reproduction item. 
(P. 125 referred to follows :) 


Printing and reproduction 


Item 1957 actual | 1958 estimate | 1959 estimate 








I i i i i at dns See ce wih oe el $6, 496 $6, 900 $6, 900 
I 55. snnnahthtetetencccteidentohuabcadgrrcsedstewcn 36, 149 35, 400 48, 700 
Giiben <vsatadbtoed SE ge Odin ess ace ehcdbadinsyadeedotedsne 1, 928 1, 000 1, 000 
ee eg 1, 954 2, 000 2, 000 
ee pee, Se ee ES, et fh edeesekiuss 9, 140 10, 200 16, 400 
NN, in aol. ss citldcibhehsshsteucesaeaine ide cetau a 8, 263 8, 500 10, 000 
ES eS sei ih. cael. SRA SS 63, 930 64, 000 85, 000 





The $85,000 requested for printing and reproduction in fiscal year 1959 repre- 
sents an increase of $21,000 over funds available in fiscal year 1958. 

Mr. THomas. You have public-use forms, publications, maps, bind- 
ing, legal briefs, and miscellaneous. You jump from $64,000 in 1958 
to $85,000 in 1959, and the publications hemnelea jump from 
$35,400 in 1958 to $48,700 in 1959, and that is what we are concerned 
with here. 

Mr. Garcretx. Part of that increase is due to the fact that we have 
not yet printed some of the Commission’s reports for prior years. 
We are printing them on a current basis now. We are trying to get 
up todate. The only way we can get up to date—— 

Mr. Tuomas. What good is that information? Is it good for 
students and for the libraries? 

Mr. Gatcue.i. Those companies who want to get anything from 
the Commission need these and use them all the time. The staff uses 
these all the time. We have to have them on every rate case in order 
to go through with it, in order to find out what principles the Com- 
mission has followed and whether those principles are being followed 
in the present case. 

The papers we have here are as important—— 

Mr. Tuomas. I was talking about publications dealing with rates. 
You jump from $34,000 to $18,000 in the publications. The entire 
unit costs about $837,000, and that is not the end of it. When you 
insert your other objects and travel it will be in excess of $1 million. 
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REGULATION AND Surveys, Narurat-Gas Inpustry 


CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


Let us look at the natural-gas industry on page 64. 
(P. 64 referred to follows :) 


A. CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


The Commission is charged with the responsibility under section 7 of the 
Natural Gas Act of reviewing applications filed by natural-gas pipeline companies 
and independent producers for certificates of public convenience and necessity for 
the construction, acquisition, and operation of facilities used in the transportation 
or sale of natural gas in interstate commerce. The Commission has no control 
over the number or time of filing these certificate applications. For example, in 
1953 there were 220 applications received and in 1954 there were 249. This rose 
to 1,282 in 1956, 1,374 in 1956, and 1,809 in 1957 (exclusive of I. P. “grandfather” 
applications). Under section 7 of the act, the Commission is required to pass 
on applications for the abandonment of interstate natural-gas facilities and 
services. The Commission also has the legal authority, under certain condi- 
tions, to require natural-gas companies subject to its jurisdiction to furnish 
natural-gas service to municipalities or distributing utilities. Under section 3 
of the act, the Commission must determine whether proposals to export or import 
natural gas to and from foreign countries are consistent with the public interest. 
Under section 1 (c) of the act, the Commission may upon proper showing exempt 
from its jurisdiction natural-gas companies operating exclusively in a single 
State under the jurisdiction of the State regulatory body. 


INDEPENDENT PRODUCERS CERTIFICATES 


Mr. Tuomas (reading) : 


Of the 1,778 independent producer certificates pending at July 1, 1957, 674 
were of the “grandfather” type * * *. 

Chart 1, page 67, shows a steady increase ‘of independent producer new service 
filings since 1955, when 882 were received. By 1957 the number of these filings 
had increased to 1,298. 


Insert the chart on page 67 in the record. 
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PIPELINE CERTIFICATES 


Mr. Tuomas. Let us insert page 68. 
(P. 68 referred to follows :) 


(2) Pipeline certificates 


As demonstrated by chart No. I, page 67, the number of pipeline certificate 
applications filed have progressively increased from 220 for the fiscal year 1953 
to 511 for fiscal year 1957. New projects are under consideration and additions 
to existing projects are constantly being presented to the Commission for its 
consideration. Recent changes in the Commission’s rules covering the filing of 
pipeline certificate applications should tend to reduce slightly the number other- 
wise filed. It is estimated that there will be 500 new pipeline certificate applica- 
tions of all types filed with the Commission during each of the fiseal years 1958 
and 1959. With the present staff available for certificate work it is estimated 
that the carryover of pipeline applications will increase from 506 at the beginning 
of fiscal year 1958 to 601 at the end of fiscal year 1958. Here too, it is the Com- 
mission’s objective to progressively reduce the backlog of pipeline cases to a level 
equal to one-fourth of those filed in any one year. By increasing the man-years 
for this activity to 94.9 with an estimated disposition comparable to that ex- 
perienced in fiscal year 1957, it is believed that the backlog would reach the 
desired level during the fiscal year 1961. Certificate applications disposed of 
are shown by chart No. II, page 69. 

Mr. Tuomas. You show quite an increase in efficiency here on page 
68. How many of these big pipeline cases do you have pending now 
and how many are contested ? 

Mr. Karina. We do not have the breakdown on that, Mr. Chair- 
man, but we do have figures which show for the total in 1958 actual 
for the first 7 months we received 265 applications from pipelines. 


APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


Mr. Tuomas. What does applications mean ? 

Mr. Kauurna. Applications for certificates of public convenience 
and necessity to construct and operate facilities under the Natural Gas 
Act. 

Mr. Tuomas. You mean that is 265 separate and distinct extensions 
of old ones or laying of new lines, or what does it mean ? 

Mr. Katutna. Extensions, laying of new lines, additions to existing 
facilities, new service proposed from existing facilities. 

Mr. Tuomas. Are Federal funds involved in this? 

Mr. Katina. No, sir. 

Mr. Tuomas. Private funds? 

Mr. Katina. Private funds. 


DOLLAR VALUE OF APPLICATIONS FOR CERTIFICATES 


Mr. Tuomas. What is the amount of cash outlay by private com- 


panies? Do you have an approximate figure of cash outlay to build 
these extensions? 


Mr. Kauurna. I do not have it for all 265. 
Mr. Yates. Is that in the justifications? 


Mr. Katutna. These 265 are the actual figures for 1958 for the first 
7 months. 


Mr. Tuomas. What does that indicate? 
Mr. Katiurna. It indicates the trend for construction. 


22311—58—-pt. 2-55 
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Mr. Tuomas. There is no Federal money involved in this. This 
is o— money; is it not? 
r. Karina. Yes. 

Mr. Tomas. Are these extensions and new applications confined 
to any location in particular or are they more or less nationwide? 

Mr. Katia. More or less nationwide. 

Mr. Tuomas. Does it indicate there is a growing demand for gas 
service? 

Mr, Katrina. That is exactly right. 

Mr. Tuomas. It is bound to be right; is it not? 

Mr. Kaurrna. That is right. 

Mr. Tuomas. People will not put their money into gas pipelines 
unless there is a demand for it; will ae 

Mr. Katirna. You asked for a dollar figure as to what roughly 
the number of applications show. We show in 1957, fiscal 1957, the 
estimated cost of the facilities filed for was approximately $800 mil- 
lion. That is additional pipeline facilities. 

Mr. Txomas, New facilities filed for in fiscal 1957, around $800 
million ? 

Mr. Katina. That is right. 

Mr. Tuomas. Do you have a figure there for 1958? 

Mr. Katurna. No, sir. But in 1957 the Commission disposed of 
about $700 million worth of facilities, so this figure of 264 would 
represent something on the order of about $525 million. 


CONTESTED PIPELINE CASES 


Mr. Tuomas. How many contested pipeline cases will you have in 
fiscal 1958 and fiscal 1959? 

Mr. Kauitna, There is a degree of contest. 

Mr. Tuomas. That is what takes the time and the manpower and 
the work of the Commission, the contests. 

Mr. Karuna. The degree of contest varies. For instance, some- 
times we have a contest where there are merely some communities alon 
the line who are not proposed to be served where they come in an 
demand service. 

Mr. Tuomas. You mean they want to be included, too? 

Mr. Katina. They want to be included. In almost any pipeline 
case involving service to a new area, or where additional service pri- 
marily to industrial consumers is proposed, you have a perpetual in- 
tervention by the coal] interests and railroads. 

Mr. Tuomas. What reason do they give for wanting to bypass a 
cash customer who wants this service? 

Mr. Katirna. Sometimes the cost of the meter and the line to run 
from Oo pipeline to a small town might take them 5 or 10 years to 
write off. 

Mr. Tuomas. The answer should be that they do not have enough 

as. 

3 Mr. Yares. Is it not interesting that this huge expansion should 
be taking place without passage of the National Gas Act? The rep- 
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resentation continually made to the Congress was that there would be 
no expansion which would take place without passage of that act. Is 
that not true? 

Mr. Katirna. You mean amendments to the natural Gas Act? 

Mr. Yares. Yes, the amendments, the Harris-O’Hara bill. Pre- 
sumably the current bill is designed for the purpose of influencing 
and giving an incentive to the companies to expand, to let their rates. 


go. Yet you find huge expansion taking place without passage of 
the act. Is that not true? 


Mr. KuyKenpauu. These figures speak for themselves. 
Mr. Yates. The answer is “ Yes”; 1s it not? 
Mr. Tuomas. The answer is that there is a tremendous demand for 


the gas. The question of how long the industry can supply that de- 
mand is something else again. ; 


WORKLOAD DATA 


Insert page 71 in the record. 








(Page 71 referred to follows :) 
Certificates of convenience and necessity 
} | 
On hand Number 
Fiscal year Ist of | Number |Workload| Number} Man- | on hand 
year received produced! years end of 
year 
1957 
Independent producer, grandfather. -...... 2, 131 122 2, 253 2, BD hesctrgles.- 674 
Independent producer, new service - .-...- 849 1, 298 2, 147 SWE Raceevadeen 1, 104 
Total independent producer-.-.....- 2, 980 1, 420 4, 400 2, 622 36.0 1,778 
eee ee ee 398 511 403 65. 2 
Total applications... .._. siphbasalatl 3, 378 1,931} 5,309] 3,025 101.2 2, 284 
1958 
Independent producer, grandfather. -....- NE ihe 674 O76 A ckin-ahcon 0 
Independent producer, new service... -...- 1, 104 1, 200 2, 304 WE ieatueneeen 1, 254 
Total independent producer... -.-.. 1,778 1, 200 2, 978 1,724 35. 6 1, 254 
TNS 0 e~ tive nnd tiie aera 506 | 500 ; 65.2 601 
Total applications... .........--..-- 2,284} 1,700| 3,984} 2129} 100.8 1, 855 
1959 
oats producer, new service _......| 1, 254 1, 200 2, 454 1, 480 35.9 974 
PIAS . <viesdaweneninse ahneee ese nnnnenee 601 500 1,101 645 94.9 456 
Total applications --.............-... 1, 855 1, 700 3, 555 2, 125 130. 8 1, 430 


NATURAL GAS RATE CASES 


Mr. Tuomas. I note this language: 


A review of past actions reveals that in practically all the rate increase 
applications which have been before the Commission rates have been fixed which 
are substantially lower than those requested. 
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SUMMARY OF PIPELINE AND INDEPENDENT PRODUCER RATE CASES 


Insert page 87. 
(P. 87 referred to follows :) 


(C) SUMMARY OF PIPELINE AND INDEPENDENT PRODUCER RATE CASES 


The number of gas rate cases for both pipeline companies and independent 


producers and the man-years, required for 1957 and estimates for 1958 and 
1959 are as follows: 


Fiscal year On _— Ist | Cases re- Man-years | On handend 


of year 


462 
530 
533 


(2) Gas rate filings 


The Commission has no control over the workload of this function since it 
cannot limit the number or type of rate changes which companies may file, nor 
does it have control over the time when such filings may be made. Sufficient 
staff must be available to analyze and report on each rate filing in sufficient time 
to permit the Commission to consider and rule thereon. If the Commission 
takes no adverse action on proposed rate changes within the 30-day statutory 
period, such changes become effective. 

(a) Rate filings—pipelines—The estimated workload in this activity for the 
fiscal years 1958 and 1959 (chart VIII, p. 88) is based on the assumption that 
the increase in number of filings that will be received in each of these years 
will be equal to the average increase during the period 1954—57. 


FrperaL Progecrs INVESTIGATION AND REGULATION 


Mr. Tuomas. Insert pages 103 and 104. 
(Pp. 103 and 104 referred to follow :) 


Section 4. FepERAL PROJECTS INVESTIGATION AND REGULATION 


The work discussed under this section relates primarily to the Commission’s 
responsibilities in connection with the power aspects of river development proj- 
ects proposed by the Corps of Engineers and the Bureau of Reclamation. The 
Commission is required by the provisions of the Flood Control and River and 
Harbor Acts to review reports on such projects prepared by the Corps of 
Engineers, with the view to safeguarding the hydroelectric power potential of 
such projects and preparing recommendations thereon to the Secretary of the 
Army. These studies include consideration of the best use of the power on a 
regional basis, in full coordination with all existing and prospective power 
sources, public and private. Similar review and recommendations are also made 
for projects proposed by the Bureau of Reclamation as a cooperative activity 
provided for under section 4 (c) of the Federal Power Act. 

In addition to the power development aspects described above the Commission 
is also required under the River and Harbor and Flood Control Acts to review 
the proposals by the Department of the Interior for the sale of hydroelectric 
power from projects constructed by the Corps of Engineers. As a related activ- 
ity the staff does work on allocations of costs of these multiple-purpose projects 
to determine the proper rate base for the power features of the project. 

Section 10 of the Federal Power Act requires that a non-Federal waterpower 
project proposed for licensing must be adapted to a comprehensive plan for 
multiple-water uses. The same principles are applied in the Commission’s con- 
sideration of Federal river development problems. All such studies and investi- 
gations, therefore, are mutually valuable in the discharge of the Commission’s 
electric power responsibilities. In addition, these studies provide the Commis- 
sion with the information necessary for responses to requests of the Executive 





= se Ss 


- 





867 


Office of the President, of Congress, and of other Federal ageneies for advice 
as to Federal power matters and waterpower resources development. 


SUMMARY, FEDERAL PROJECTS 


Mr. Tuomas. I have often thought that perhaps the Commission was 
doing a little too much studying here. I am looking for the table on 
e110. Insert page 110 in the record. 
P. 110 referred to follows :) 


(4) Summary, Federal projects 


The following tabulation shows the workload units and man-years for fiscal 


year 1957 and estimates for the fiscal years 1958 and 1959 for the Federal projects 
activity, exclusive of rate work: 


Fiscal year On hand ist} Units re- Workload = sant Man-years | On hand end 
Pp 





of year ceived of year 
| J i) ) —  ——“— 
PS 80 23 103 32 42.8 71 
eet cece) 71 34 105 35 42.0 70 
1959_. Li 70 25 30 40.0 65 





The total man-year requirements and personal services costs for Federal 


Projects Investigation and Regulation for the past, the current year, and the 
budget year are as follows: 


Fiscal year Man-years Salaries 
I say uo = yeniteg cnpene> —aikceapeiitamenetenesteiaith ei ad hte ca is leat ia 44.7 $311, 431 
WO. chdwc ob dn soca dedudtacd de addsindeh Aap sngeed adits indie dsueaieGehdaied 44.0 305, 800 
FOOD. op ccins<inqurienieinn sciping eipnaientitinninsipiiaiaiinadtetd neta 40. 0 278, 800 


INTERNATIONAL JOINT CoMMISSION AND ADMINISTRATION 


Mr. Tuomas. What about your International Joint Commission? 
Insert pages 111, 112 and 113. 
(The pages referred to follow :) 


Secrion 5. INTERNATIONAL JOINT COMMISSION 


On October 26, 1939, the President appointed the Chief Engineer of the Federal 
Power Commission a member of the International Joint Commission to serve 
without compensation other than that which he receives as an officer of the 
Federal Power Commission. 

The International Joint Commission, created by the Treaty of January 11, 
1909, between the United States and Great Britain, is comprised of three Ameri- 
can members and three Canadian members. It adjudicates controversies be- 
tween the United States and Canada and between nationals of the two countries 
along and in the vicinity of the international boundary. In eases of this type 
the Commission acts in a judicial capacity. 

Also, when questions are referred to it by the Governments of the United 
States and Canada, the Commission conducts investigations and prepares reports, 
with recommendations, to the two Governments for disposition of the matters 
involved. In cases of the latter type, the Commission acts solely in an advisory 
capacity and has no arbitral powers. In the apportionment of the waters of the 
Milk and St. Mary Rivers between the United States and Canada, the Commission 
serves in an administrative capacity. 

The Commission has authority under the treaty to adjudicate controversies 
arising along the common frontier irrespective of the character or subject of the 
disputes ; however, a large majority of the cases that come before the Commission 
pertain to waters which either form or cross the boundary. 















868 


The Chief Engineer of the Federal Power Commission devotes full time to 
the work of the International Joint Commission, as reflected in the following 





tabulation : 
Fiscal year Man-years Salaries 

DE ER SLEL SS ous chednatbabsibcobesdddcbccandpscbbesudiangeieasen teuaapen 1.0 $12, 905 

ae ae idb<dénkdectenndhbnntonsndeticneendeedsts-d tell L0 13, 100 

SE didi Briietenmibnonsnatnibidnentnnoasecununasimnbedinpudacmetiod 1.0 13, 100 










Section 6. ADMINISTRATION 


This activity includes the members of the Commission and their immediate 
staffs ; the Office of the Executive Director, the staff of the Office of Administra- 
tion engaged in budget and fiscal management, personnel administration, organ- 
ization and methods studies, and in procurement, property, travel, messenger 
and related administrative services; and certain personal services of other 
organizations which are properly chargeable to administration based upon the 
man-years devoted to these activities. 

The following tabulation shows the man-years and total salary costs for this 
activity during the past year, current year, and budget year and their relationship 
to Commission totals: 














Salaries 











Adminis- Percent 
tration 
ts ss ebb teen csecceess $432, 437 | 9.4 
tt accecndetnegdeasassoengee 442, FOO 9.5 
8.4 


With the considerable increase in the workload of the Commission and the 
resulting staff increases authorized by the Congress, there has been a natural, 
corresponding increase in the workload for administrative personnel. In some 
phases of administrative work (such as in personnel, payroll, procurement, 
property and travel) the increase in administrative workload largely is in direct 
ratio to the increase in staff. In other areas, however, the increase in total 
Commission workload is the more significant factor, for example: 

(a) Mail, file, and messenger services are directly affected by the number of 
filings under the Federal Power Act and the Natural Gas Act; the number of 
orders, notices, opinions and decisions issued; the number of parties to service, 
and the volume of mail received and dispatched (chart I, p. 114). 

(b) Several administrative activities are directly affected by the volume of 
duplicating work required (chart II, p. 115). 

Although some phases of administrative work are not entirely current, it is 
considered significant that despite the workload increase the man-year require- 
ments for administration have been held at substantially the same level. This 
is further emphasized by the fact that no increase is requested for administra- 
tion in fiscal year 1959. In relation to Commission totals, the man-years and 
costs for administration reflect a decrease which is attributable to the simplifi- 
cation of procedures and to the acquisition of modern equipment under the 
current equipment replacement program. 


Orner Ossects or Exrense 
Mr. THomas. We will look at the other objects now. 
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TRAVEL 


Travel goes up from $300,000 to $400,000. Insert page 116. 
(P. 116 referred to follows :) 


FEDERAL PowER COMMISSION, JUSTIFICATION BY OBJECTS 
Travel 


For the current fiscal year an amount of $300,000 has been authorized for 
travel in performing the work of the Commission. The work program for the 
fiscal year 1959 will require travel funds in the total amount of $400,000. OCom- 


parison of the funds available for the current fiscal year and estimated require- 
ments for fiscal year 1958 by activity are as follows: 


Activity 1958 1959 





Non-Federal hydroelectric project activities 


hha Cee. sich bind bbpdcinh}— dbl $65, 400 $98, 300 
Regulation ana surveys, electric power industry__.-._..........-----------.- 10, 200 10, 200 
Regulation and surveys, natural es Seal ds ike lg, 208, 800 275, 900 
Federal projects investigation and regulation.................--..---.-----.-- 6, 600 6, 600 
SUNN oo i orn a see necks ahs a uaknaenmhaanaetentgnad 9, 000 9, 000 

OUI en nice ntee oc up oes g<dhoncsgmhiainia cele eee 300, 000 400, 000 


Mr. Tuomas, What gant of that $300,000 was spent this year? 
You have five regional offices, do you not? 
Mr. KuyKenpatu. Yes. 


REGIONAL OFFICES 


_ Mr. Tuomas. What is the employment in the five offices and will you 
insert that in the record at this point ? 


(The information requested follows: ) 


Regional office positions 


Fiscal 
year 1959 
a nn Ne ee 24 
ee eee eee ang ein ee a eee 20 
Fort Worth...........Wiiwieiiieih LITO UG bo el Oe 2h ec aie 21 
WOW, YOO aitantnitsincenesuttich en ticket hn tb bEdbwtnd bins Dice aati 1 Le 21 
Ser  ccnceenercesevnienicinns tein sasiestchieoseicatieleags etait sl IM hai S' Ti lal 36 


Mr. Linpsay. There is an organizational chart at the end of the 
justifications, Mr. Chairman. 

Mr. Tuomas. The Atlanta regional office has 24 people. Is this for 
fiscal 1959 or 1958? 

Mr. Domers. 1959. 

Mr. THomas. Manpower recafryments do not change any for 1958 
over 1959 in the regional offices 

Mr. Domers. There is a slight increase in 1959 over 1958. 

Mr. Toomas. Fort Worth regional office 21, the New York regiona: 
office 21, San Francisco regional office 36. 

What is the total manpower in 1958 and 1959 in the regional offices ? 
Does anybody have that figure ? 

The San Francisco office shows a bigger increase than any of them, 
and that goes back to Mr. Adams’ activities back there in 4 or 5 
projects. 

Mr. Apams. Total man-years in the regional offices in fiscal 1958 is 
114, and we have it set up for 1959 as 116. 

The regional office manpower will remain close to the same. 
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Mr. Tuomas. What part of your travel money is out of your re- 
gional offices ? 

Mr. Apams. Funds used by the regional offices are allotted to the 
Bureau of Power 

Mr. Tuomas. Does anybody have the overall figure? What part 
of the travel money goes to the regional offices ? 

Mr. Apams. It was on the order of $25,000 in fiscal year 1958, I 
do not have the figure exactly. 

Mr. Tuomas. Does anybody have it ? 

Mr. Lanpsay. It will take me just a moment to get it, Mr. Chairman. 

Mr. Tuomas. I always had the impression that most of the travel 
was out of the regional offices. 

Mr. Kuyxenpauu. That is not true. 

Mr. Lanpsay. Approximately $37,000 for 1959. 

Mr. Tuomas. Out of the five regional offices, and the rest of it is 
headquarters. Why so much out of headquarters? 

Mr. Linpsay. In addition there is some $8,000 that actually goes 
for rental of GSA vehicles for regional office travel. 

Mr. Tuomas. Why so much travel out of the headquarters? 

Mr. Linpsay. Primarily it is because we accomplish out of the Wash- 
ington office all of our field travel on rate matters. These people are 
in virtually constant travel status. Basically, they are Mr. Kallina’s 
men on gas-rate matters. 

Mr. Tuomas. What about current? Is that travel done out of the 
District or headquarters? 

Mr. Domers. All out of the District, Mr. Thomas. 

Mr. Tuomas. For gas and electric power? 

Mr. Domers. On rate work. If any fieldwork needs to be done on 
rate cases in the electric side it would be done out of Washington. 

Mr. Tuomas. And the same for gas? 

Mr. Domers. Yes, sir. 

Mr. Tuomas. Then that is the answer. 

Mr. Domers. And all the accounting with the exception of that per- 
formed in San Francisco is done out of Washington. 

Mr. Tuomas. The accounting out of the San Francisco office is 90 
percent electric power; is it not ? 

Mr. Domers. It is all electric power. It would be 100 percent. 

Mr. Tuomas. I note this language: 


There are 79 staff members engaged in fieldwork who are in continuous travel. 


Put the top of page 121 in the record. 
(The material referred to is as follows :) 


There are 79 staff members engaged in fieldwork who are in continuous travel 
status. The program for fiscal year 1959 will require 20 additional field em- 
ployees.. The estimated annual travel cost for each of these 99 employees (99 
man-years), which include field supervisory staff, is approximately $2,400 or a 
total annual cost of about $237,000. This estimate is based on the actual cost 
of travel experienced by the field employees during the first 9 months of the 
ealendar year 1957. Additional funds in the amount of $17,400 are required 
for the travel of supervisors and specialists stationed in the Washington office. 
This amount is based on an estimated 80 trips at an average cost of about $220. 


Mr. Tuomas. It cost you about $500 a year apiece for your people 
in travel; is that right? 
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Mr. Domers. You will notice that paragraph indicates that approxi- 
mately $2,400 is the annual cost per employee in the field. 

Mr. Katina. That is on natural-gas work, Mr. Chairman. 

Mr. Ratwwarter. The figures on 121 show $67,100 in travel on li- 
censed projects. 

Mr. Tuomas. $67,100? 

Mr. Rarnwarter. Yes, sir. 


TRANSPORTATION OF THINGS 


Mr. Tuomas, “Transportation of things” is a relatively small item, 


but it goes up $200 anyway. Put the table at the bottom of page 122 
in the record. 


(The table referred to is as follows:) 


Transportation of things 


Item 1957 actual | 1958 estimate | 1959 estimate 

Pretest and engeetts.. oo is cces si ae cee eesee $1, 445 $1, 500 $1, 600 
I Ticino si enceerlinsn ania I Ba cela 640 500 600 
Hiouteneld Ge bi ob Aa ELL 1, 233 1, 500 1, 500 
WW an ohn oaks gn nas eincbeeclee eee 3, 318 3, 500 3, 700 


The $3,700 requested for fiscal year 1959 represents an increase of $200 over 
funds available for fiscal year 1958. 


COMMUNICATIONS 


Mr. Tuomas. Put the bottom of page 123 in the record. That deals 
with communications. 
(The table referred to is as follows :) 


Communications services 


Item 1957 actual | 1958 estimate | 1959 estimate 

TRRRISNI E  W Dhsnn idiencncscenduushtnceesuiinasncinedel $44, 245 $42, 800 $45, 000 
POOUNGC ness ss cock. Bank gw cus asec sade eee 20, 633 21, 200 22, 000 
SD OUe 228 oo chi dbbdnclkendtddtectasnsseeeShaenanneed 64, 878 ¢ 64,000 67,000 


The $67,000 requested for fiscal year 1959 for communication services repre- 
sents an increase of $3,000 over funds available for fiscal year 1958. 

A sum of $45,000 required in 1959 to meet costs of furnishing telephone and 
TWX services at the Commission’s Washington office and at each of its 5 
regional offices constitutes an increase of $2,200 over requirements for 1958, 
and is consistent with the staff increase of approximately 14 percent requested. 
The increase would cover additional fixed charges of approximately $2,000 for 
the additional 30 employees who would require telephone service, and provide for 

an increase in toll charges of approximately $200. 


Mr. Tuomas. That jumps up $3,000. Telephone and TWX. is 
your big item in long distance and postage and Western Union is 
the smallest, $2,200. Is that correct ? 
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Mr. Domers. Yes. 
RENTS AND UTILITIES 


Mr. Tuomas. Rents and utilities, $29,000 against $28,500. Put 
the table at the bottom of page 124 in the record. 
(The table referred to is as follows :) 


Rents and utility services 


Item 1957 actual | 1958 estimate | 1959 estimate 

TRS ete tn snsies 3h-hecis doa ch han xe Leben seeds. S545 4.- $21, 600 $24, 500 $25, 000 

en ab cecagendiminnieotas 1, 375 1, 500 1, 500 

SI hs Oh i lickabencsecesncccne - 1, 023 1,000 1,000 
Office machines (typewriters, calculators, and adding ma- 

QE sick itGacs cehcoc cde cde sac daccecudpepebusebhechecah 3, 300 1, 500 1, 500 


ighovwiinen sandaha vena atctmeubtisluns adveiubios 27, 298 28, 500 29, 000 


The $29,000 requested for fiscal year 1959 represents an increase of $500 over 
funds available for fiscal year 1958 and is due to higher rates for rental of 
existing IBM equipment, i. e., from $24,500 to 25,000. 

Mr. Tuomas. Apparently General Services Administration picks 
up your rent bill for housing, is that correct ? 

Mr. Domers. That is correct. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. We have looked at printing and reproduction already. 
You set out a lot of printing here. It has gone up from $64,000 to 
$85,000. Your forms are about the same, $6,900. Pour publications 
jump up. Your maps are constant. Legal briefs—you have to have 
briefs if you go into court, is that right, Judge? 

Mr. Gatcuett. There is no choice on that. 

Mr. Tuomas. $85,000 requested for printing and reproduction in 
the fiscal year represents an increase of $21,000. 

Mr. Lanpsay. This does not include funds for printing those two 
volumes of the Commission’s opinions, which are not bound as yet. 

Mr. Tuomas. Does that come next year? 

Mr. Linpsay, Other requirements are so heavy that it was decided 
not to go that far in fiscal year 1959. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Other contractual services. I find we are. doing a 
little advertising here, about $2,500. Is that legal notices? 
Mr. KuyKenpatu. Yes. 
Mr. GatcHe.t. We are required to publish notice of all license 
applications. The statute requires it. 
{r. Toomas. That intrigued me. I had to run it down. 
Mr. Kuykenpauu. We are not advertising for more business. 


RENTAL OF MOTOR VEHICLES 


Mr. Tuomas. I understand. “Rental of motor vehicles, $8,000.” 
How many motor vehicles are you going to buy this year? 
Mr. Domers. Not any. 
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Mr. Tuomas. How many do you have? 

Mr. Domerrs. We do not own any vehicles. 

Mr. Tuomas. How do arrive at the figure of $8,000? It stays 
constant here, a round 

Mr. Domers. That is the contract rate with GSA for the rental. 

Mr. Tomas. You could not increase that to $8,002 or get it down 
to $7,985.63? It looks suspicious to have the same figure for 2 years. 

Mr. Domers. It works out at a fairly constant figure, Mr. Chair- 
man. 

Mr. Tuomas. Your other objects are running high this year. You 
are basing about a 10 percent increase on your additional employ- 
ment, are ‘ea not? How many people did you ask for in that sup- 
plemental 

Mr. Domers. In the supplemental, it was 50 positions. 

Mr. Tuomas. 100 for 1959. 

Mr. Domers. 100 man-years. 

Mr. Tuomas. Next year it gives an increase over this year of 150 

eople. 
. r. Domers. It will be 100 man-years. 

Mr. Tuomas. Are you sure? 

Mr. Domers. Yes. 

Mr. Txomas. You mean the supplemental 50 is included in your 
general 100 for 1959? 

Mr. Domers. The 1959 budget is based, for comparative purposes, 
on fiscal year 1958 actual. 

Mr. Tuomas. I thought you were going to tell me that. I wanted 
to be sure. 

SECURITY INVESTIGATIONS 


What about your security investigations? Are you getting that 
bargain price or did they jump up to $280? 

Mr. Lrnpsayr. It jumps “ 

Mr. Tuomas. $265 is a bargain price. They did not jump you 
higher than $280? 

r. Linpsay. $345 is the latest figure we received. 
i Mr. Tuomas. They cannot do that. Where did you get the $345 
ure? 
eM. CasHeti. Civil Service gave it to us. 

Mr. Tuomas. When? 

Mr. CasHetxi. About 2 months ago, I think it was. 

Mr. Tuomas. Are you sure about that ? 

Mr. Casnety. I do not have it with me. I am quoting from 
memory. 

Mr. Tuomas. Ehope your, memory is bad. 

We have in our Civil Service Commission justifications, $260.. We 
may have received another increase in price to $285 or $290 but not the 
figure you had. You had better check it. 

Mr. Casuewn. I will check it. 


cig Tuomas. If your figure is based on $345 you are considerably 
1 . 
Mr. CasHELL. We will double check it, Mr. Chairman. 
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PERSONAL SER’CES 


Mr. Tuomas. For 1957 you had 713.3 man-years, for 1958 it was 
719.4, you jump up to 819.4 for 1959; 719.4 does not include the supple- 
mental estimate. How many actual jobs did you have for 1958? Do 
not include your supplemental. Was it about 760? 

Mr. Lanpsay. 719 man-years, some 750 positions. 

Mr. Tuomas. Actual positions? 

Mr. Domers. Yes. 

Mr. Tuomas. How many were appropriated for in fiscal 1958, not 
including the supplemental ? 

Mr. Linpsay. It was about 750 and we have 713 on the rolls as of 





ay. 

Mr. Tromas. You have about 35 to 37 vacancies now. 

Mr. Linpsay. Yes. 

Mr. Tuomas. What do you need with the 50 you asked for in the 
supplemental ? 

r. Domers. We do not have the money for the vacant positions. 

Mr. Tomas. What have you been absorbing ? 

Mr. Domers. We had to absorb the increase for engineers. 

Mr. Tuomas. Yes. 

Mr. Domers. And that just about—— 

Mr. Tuomas. You did not absorb all that. That is also part of 
your supplemental. 

Mr. Timea. But at the moment we have had to stop all recruiting. 

Mr. Tuomas: That is part of your supplemental. You do not need 
the supplemental then. You have already absorbed it. 

Mr. Domers. We are unable to fill those particular positions. 

Mr. Tuomas. Whoever accused the Commission of not doing a 
good job? You are doing a good job without them, are you not? 

Mr. Domers. We can do a better job. 

Mr. KuyKkenpatu. We need to doa much better job. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. I saw this statement last night and I could not be- 
lieve it. 

Estimate contemplates assignment of open areas which would require ap- 
proximately 135 feet of partitioning at the current GSA charge of about $11 
per square foot. 

That cannot be right, can it? 

Mr. Lanpsay. Yes, sir; $11 per lineal foot. 

Mr. Doers. It is not a square foot then ? 

Mr. Tuomas. You mean for putting up a partition ? 

Mr. Lrnpsay. Yes, sir, and GSA ee about the same charge for 
taking a partition down. 

Mr. Tuomas. Let us get our figures right. We build a lot of build- 
ings in here. You are going to charge $11 for putting up a partition 
in an already constructed building. It is made out of plywood? 

Mr. Domers. Yes. 

Mr. Tuomas. Is that based upon cost? 

Mr. Domers. I do not know the basis upon which GSA makes its 
charges. 
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Mr. Tuomas. They do not have any plumbing costs or anything, 
just plywood partitioning. 

Mr. Domers. Plus 2-by-4 studding. 

= Tuomas. Does it have as many as two doors? Not more than 
that‘ 

Mr, Domers. There is an extra charge for the door. They have a 
standard charge for each door. 

Mr. Tuomas, You give each employee 135 square feet now, do you 
not ‘ 

Mr. Linpsay. No, sir. 

Mr. THomas. How many square feet of space? 

Mr. Linpsay. We do not know yet, because it will depend on what 
GSA can give us. Our current computation is a fraction less than 
100 square feet per person. We are having very little partitioning 
done. This is just a very nominal amount. 

Mr. Tuomas. When you put that cost of $11 a foot in there that 
sort of frightens us. What does it mean? So far it does not mean 
anything. What does it mean? What do you call a nominal} amount ? 
It comes under “Other contractual services” and is for putting in 
partitions, to taking care of 50, 60, or 100 extra employees. How much 
money do you have set up for it ? 

Mr. Linpsay. We are contemplating a total of 135 feet of partition- 
ing for the entire additional staff we expect to get. That is not per 
employee. That is simply to close off an area where we can put our 

eople. 
, Mr. Tuomas. How much are you going to spend for it ? 

Mr. Domers. Total for construction and alterations is $4,500. Of 
that amount some $1,500 will be used for partitioning. 

Mr. Tromas. We still do not know anything about it. 


SUPPLIES AND MATERTALS 


“Supplies and materials” jump to $67,000. Put the table on page 
131 inthe record. Put all that page in. 


Supplies and materials 











| 
Item 1957 aetual | 1958 estimate | 1959 estimate 
SSIES SUNID.. o  S EB Bic nin w aye ab aneninsibomeeige $23, 482 $11, 600 $25, 800 
BOURGES MENION 3.2% 0G C fo nn «mo cb emanate atndnnles 33, 498 32, 000 33, 500 
OTT isss, 4th 46 4 nnn hdres se eee dpe Ase LAiNiti nigielesagiiniegnin 3, 995 4, 000 4, 000 
Field supply requirements__.___- even aiicneiiiaia tbat 2, 954 2, 400 3, 700 
SA ctthcoceteneatienteteiamailimeaiths delice suns ail 63, 929 50, 000 67, 000 


| 





The $67,000 requested for fiscal year 1959 under this object represents an 
increase of $17,000 over funds available for fiscal year 1958. However, it repre- 
sents an increase of only $3,000 over actual requirements for 1957. 

1. A total of $25,800 will be required in fiscal year 1959 to meet costs of pur- 
chasing expendable supplies and materials for the Washington office. (This 
amount is $14,200 more than funds available for the current year but represents 
an increase of only $2,318 over expenditures for fiscal year 1957. The Com- 
mission’s 1958 appropriation provided no effective increase over 1957. However, 
in some objects the mandatory charges had risen and could be met only by reduc- 
ing expenditures for supplies and materials. Accordingly, to meet 1958 require- 
ments, reserve stocks of virtually all supply articles must be utilized.) By the 
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end of fiscal year 1958 quantities on hand will be reduced to dangerously low 
levels; accordingly, the amount requested for 1959 is to meet the normal re- 
quirements of that year as well as to partially restore inventories to 1957 levels. 


EXPENDABLE SUPPLIES 


Mr. Tuomas. “Expendable supplies” jumped from $11,600 to $25,- 
800. You say here it will be increased in the fiscal year to meet the 
cost of purchasing expendable supplies and materials for the Washing- 
ton office. 

This amount is $14,200 more than funds available for the current year but 
represents an increase of only $2,318 over expenditures for fiscal yeer 1957. How- 
ever; in some objects the mandatory charges had risen and could be met only 
by reducing expenditures for supplies and materials. Accordingly, to meet 1958 
requirements, reserve stocks of virtually all supply articles must be utilized. 

Is that to build up your inventory ? 

Mr. Linpsay. To get back to a normal working level. By end of this 
year we will be down to bare shelves. 

Mr. Tomas. What is your value of inventory at first of January? 

Mr. Linpsay. I will have to check. 

Mr.TxHomas. What is your best guess? 

Mr. Lanpsay. I would say around $18,000 to $20,000. 

Mr. Tuomas. You want to add another $14,000 to it to carry $32,000 
to $34,000 inventory. 

- Mr, Lunpsar. No, sir. On the basis of present operations the cur- 
rent inventory will be completely exhausted by the end of this fiscal 
year. 




















EQUIPMENT 







Mr. Tuomas. Here is another big item, “Equipment.” You jump 
from $48,000 to $76,300. Put pages 133 and 134 in the record. 
(The pages referred to are as follows:) 







Equipment 














1957 actual | 1958 estimate | 1959 estimate 












IE I hil. « Succes SE Wh anc oe ence e ncn w seca] eo coe nn Uae sco acecense , 500 
Copying machine... ........... Dib dddd beta dhlr ad danndthinds sb piclbinah habdinn dbdblnhiasecieipesll 1, 200 
FS RE TE EAN NE 278 2, 100 sian 
SE GUI BRL ond Sls Eiko cap aceceneses bicnicipion 371 3, 400 3, 000 
ns equipment-._............... Ditctiaumaedttiheinveand 5, 797 3, 100 13, 400 
Ad etl karin adh beaeedd eudaal 3,000 
Library publications.._..........- b Side Suc Akan bbb aoe inbeisedie! 2, 955 3, 500 3, 500 
Fe centstsenrerndeewand Stcskst ence geccamenyoocece 1, 450 

Tdi tind nkd ds intact ides tms nin cieps lle pnaihcancaicil das nines ta 000 





A total of $76,300 is requested for equipment for fiscal year 1959. This in- 
crease of $28,300 over 1958 is due primarily to (1) additional equipment re- 
quired for the staff increases contemplated for 1959; and (2) the need for 
instituting a replacement program on duplicating plant equipment. These needs 
are discussed below in the same order in which listed above. 










OFFICE MACHINES 







(A sum of $32,500 will be required in 1959 to (a) continue the program of 
replacing old and wornout typewriters, calculators, and adding machines at a 
cost of approximately $24,500, which represents no increase over fiscal year 









f 
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1958, and (b) purchase additional typewriters, calculators, and adding machines 
to meet the additional staff requested for fiscal year 1959, at a cost of approxi- 
mately $8,000. Under the established long-range replacement program 33 type- 
writers, 10 calculators, and 21 adding machines will be purchased as replace- 
ments in 1959. To meet the needs ‘of ‘the additional staff for 1959 it will be 
necessary to purchase an additional 12 typewriters, 4 calculators and 4 adding 


machines.) Unit costs currently average $195 for typewriters, $401 for adding 
machines and $991 for calculators. 


OFFICE FURNITURE 


A total of $13,700 will be required in 1959 for the purchase of office furniture. 
This amount would provide for (1) the normal refinishing of old and wornout 
items at a cost of $2,900 which constitutes no increase over 1958; and (2) the 
purchase of furniture (generally refinished) for the additional staff in 1959 at 
a cost of $10,800. Specifically, the amount requested will provide for purchase 


%, ei seen and, 21 typist desks ($7,500), 66 swivel and 21 typist chairs 


BOOKKEEPING MACHINE 


The sum of $4,500 is required for the replacement of a bookkeeping machine 
purchased in 1939. Through daily use for a period of 18 years the machine is 


worn to the point where the cost of extensive overhaul and replacement of 
parts would not be economical. 


Mr. Tuomas (reading) : 


A sum of $32,500 will be required in 1959 to (a) continue the program of 
replacing old and wornout typewriters, calculators, and adding machines ata 
cost of approximately $24,500, which represents no increase over fiscal year 
1958; and (b) purchase additional typewriters, calculators, and adding ma- 
chines to meet the additional staff requested for fiscal year 1959, at a cost of 
approximately $8,000. Under the established long-range replacement program 
33 typewriters, 10 calculators, and 21 adding machines will be purchased as 
replacements in 1959. To meet the needs of the additional staff for 1959 it will 


be necessary to purchase an additional 12 typewriters, 4 calculators, and 4 
adding machines. 


SECURITY INVESTIGATIONS 


Mr. Domers. Mr. Chairman, with regard to the investigations we 
have just learned that our last billing from the Civil Service Com- 
mission was at the rate of $365. 

Mr. Tuomas, $365. You set it up in your justifications as $260, they 
set it up as $260 but I believe they did send in a supplemental as of 
December as $285. Is that the highest figure they have sent? Now 
it has gone up to-—— 

Mr. Domers. $365. That was our last billing. 

Mr. Tuomas. When did you get that figure? 

Mr. CasHetx., That was a billing in the past month for the last 
investigations we were billed for. 

Mr. THomas. For January work? 

Mr. Casueti. Yes, sir. 

Mr. Tuomas. It is getting expensive. 

Mr. Jonas. The billing on the last investigation was higher than 
the average. That would not mean anything to me because it. may 
have involved a tremendous amount of travel and extraordinary effort. 

Mr. Domers. Our estimate is based on $260. The money we are re- 
questing for investigation is at the rate of an average of $260. 

Mr. Jonas. You have to average it out. Some of these investiga- 
tions cost more than others, 

Mr. Tuonaas. It shows their average cost. When you take 2,500 to 
5,000 investigations that administrative cost is going up. 
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FUNDS COLLECTED BY THE COMMISSION 


Put page 145 in the record. 

(The page referred to is as follows:) 

Total collections by the Federal Power Commission in the fiscal year ended 
June 30, 1957, from all sources, aggregated $2,148,858.09, including the amount 


credited to the reclamation fund. Collections for the fiscal years 1958 and 1959 
are estimated at $1,709,274 and $1,901,777, respectively. 


SOURCES OF RECEIPTS 


Mr. THomas. Total collections by the Federal Power Commission in 
the fiscal year 1957 from all sources aggregated $2,148,850. You fell 
off a little bit here, went down to $1,709,274 in 1958. It shows a lack 
of uniform policy of the Federal Government on the work done on 
bela of granting of certain licenses. Put the table on page 146 in the 
record. 

(The page referred to is as follows :) 


ScHEDULE OF REcEIPTS—FEDERAL PowER COMMISSION 


General accounts 








Receipt Actual, 1957 | Estimate, Estimate, 
symbol | 1958 1959 
0797 | Licenses under Federal Power Act (general).......| $1, 470, 204 1 $1, 005, 515 $1, 125, 890 
0949 | Violations of trade laws, not otherwise classified _- 29 100 100 
2362 | Sale of maps and charts...-._....-....-.--...-+.-- 3, 729 3, 650 3, 650 
23266 | Duplication of records and other documents__-_-_-__ 12, 068 12, 000 | 12, 000 
2369 | Sale of publications not otherwise classified _..__.-- 39, 761 | 39, 500 40, 000 
2509 | Fees and other charges for miscellaneous services, 
| _ Not Otherwise classified... -.............-.---.-. 1,061 | 1,000 1,000 
3199 | Proceeds from sales of Government property, not 
otherwise classified. ............-.....--......-.. Et Sui edacthnnt Miicuaaanenewiac 
3571 | Recoveries, jury service_._..................--..-. 45 100 100 
3580 | Licensee benefit charges..___.....-.--..-.-.------. 185, 637 141, 000 | 290, 000 
Total, general receipts... .............-..--- 1, 713, 495 1, 282, 865 1, 472, 740 


1 Includes $45,000 for 1958 (charges from State and municibdal licensees), assuming the problem of reduction 
in administrative charges is settled in time to collect the charges before the close of fiscal year 1958, and the 
rate of reduction remains at 65 percent. 





Mr. Tuomas. Some agencies do not collect anything, some others 
do. That is by virtue of statute. 

Mr. Garcuety. Congress authorized exemption of municipal li- 
censees to some extent, That accounts for part of the reduction. 

Mr. THomas. Mr. Yates? 

Mr. Yares. I would like to defer my questions until the others are 
through because I think my questioning might be protracted. 


ENFIELD RAPIDS PROJECT, CONNECTICUT 


Mr. Botanp. With respect to the Enfield Rapids project, you an- 
ticipate that will be difficult. Where does most of the opposition 
stem from ? 

Mr. Apams. That project is on the Connecticut River. The opposi- 
tion there comes from landowners and communities who object to 
flooding of land and certain community facilities, sewers, et cetera. 
There is also the problem of requirements for fish and pollution 
abatement. 





| 
! 
| 
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Mr. Boxanp. That is the big opposition, the fear of flooding of lands. 

Mr. Apams. Yes. 

Mr. Botanp. When was this petition filed by the Connecticut Light 
& Power Co. ? 

Mr. Avams. I do not have the exact date. It was within the last 
3 years. 

Mr. Botanp. When was the preliminary permit issued? They do 
have the preliminary permit now and you are going ahead with the 
licensing proceeding ? 

Mr. Apams. The application before us now is for a license. 

Mr. Boutanp. Under the authorization, after the dam has been 
completed what does the Federal Power Commission do with respect to 
the dam itself? Does it supervise operation and maintenance of the 
facility? Specifically what does it do in that respect ? 

Mr. Apams. The Commission makes regular inspections through 
its regional offices to determine whether the project is being operated 
in accordance with the license and is being operated safely and effi- 
ciently, making the best use of the resource. There may be in this 
license and others certain special conditions that we must check on 
from year to year such as the effect on fish or operation of the reservoir 
with respect to flooding of lands. 

Mr. Botanp. Who is responsible for the operation of the gates 
of the dam itself? 

Mr. Apams. The licensee is fully responsible for the operation of 
the project within the general conditions and specifications as set. up 
by the Se aencan 

Mr. Botanp. Does the Federal Power Commission or Corps of 
Engineers exercise any control? Can it say to the Connecticut Light 
& Power Co., “Open the gates and let the water out” ? 

Mr. Apams. Not unless there is special provision for flood control 
in the license. 

Mr. Botanp. That is a river that creates tremendous problems. It 
creates more problems to the New England area than any other river 
up there. Although the flood-control program that has been planned 
for it, which they are attempting to carry out, is a good one. 

But after the dam is completed and in operation is there any Federal 
agency with any power or which has any say with reference to whether 
or not the gates shall be opened ? 

Mr. Apams. Yes, if the project is designed with a view to providing 
flood control. __ 

Mr. Bouanp. Is there any doubt about that? It will be designed 
for this purpose, will it not? I would think that would be one of its 
purposes. 

Mr. Apams. If the reservoir is large enough to accomplish any flood 
control. I do not believe it is large. The control is more in the large 
reservoirs upstream. 

Mr. Botanp. This dam will back water up 15 to 20 miles up the 
river and will increase the height of the river by some 4 feet. That 
has been the testimony of some engineers. If that is so, there is a con- 
siderable amount of water to be backed up. 

Mr. Apams. There would be backwater but this is not a flood-con- 
trol project. 
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Mr. Bouanp. I recognize that. But the failure to operate the gates 
properly at flood time or spring freshets, let us say, would present a 
considerable problem in that area. My question is: Who is responsi- 
ble for the operation of the gates and is there any Federal agency, 
whether it is the Federal Power Commission or the Corps of Engi- 
neers, who can say to the Connecticut Power & Light Co., “Open the 
gates and let the water out.” 

Mr. Apams. We would have that responsibility jointly with the 
Corps of Engineers, provided in the proceeding we have concluded 
that this project could provide flood-control benefits and the Corps 
of Engineers so recoinmended. The Corps of Engineers in its review 
of the application, which it will do of course, will recommend what it 
thinks should and can be done to provide flood control in this reservoir. 

Mr. Botanp. There is no question about the fact that this particu- 
lar project presents a flood danger if it is not operated properly ? 
There is no doubt about that because if the river rises by construction 
of this facility at Enfield Rapids and we get more water in the river 
or there is considerable rain and it empties into the main stem of the 
Connecticut River there is no doubt that the river will rise more, is 
that right? 

Mr. Apams. It will rise to a higher level. 

Mr. Boranp. So it does to some extent present a flood danger. 
The power companies, as a rule, like to keep the reservoir as high as 
possible. It gives them a higher head ; does it not ? 

Mr. Apams. Yes; to the extent possible, they wish to keep the 
head up but they also wish to use the water to generate kilowatt- 
hours. I would think the answer to your question lies in the outcome 
of the investigation we make and the opinion the Army engineers 
express on the ability to operate the reservoir as you have described. 
Having once determined that, the Commission wil] write into the 
license certain provisions for flood control if flood control is possible 
and feasible. 

Mr. Botanp. Has the Commission ever written into a license that 
the question of whether or not the gates will be opened will be deter- 
mined by the Corps of Engineers or the Federal Power Commission ? 

Mr. Apams. Yes. 

Mr. Botanp. Does it exercise that kind of jurisdiction at flood time? 

Mr. Apams. Such stipulations are put in the license upon advice of 
the Corps of Engineers. The Corps of Engineers then through the 
district engineer will determine what operation is necessary to meet 
that and they will work with the licensee in accomplishing that. 


REDUCTION IN ELECTRIC POWER RATES PRIOR TO THE ADVENT OF 
PUBLIC POWER 


Mr. Jonas. The gentleman from Tennessee, Mr, Evins, asked some 
questions about reductions in power rates over recent years. From the 
statement he made and from the questions he asked I got the impres- 
sion that he felt that the advent of public power and the creation of 
os for example, had materially contributed to the reduction in 
rates, 

Mr. Evtns. I hope I did not startle my friend. 

Mr. Jonas. Off the record. 
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(Discussion off the record.) 

Mr. Jonas. The question I want to ask is: Do you have charts or 
records in the Commission which will disclose the rate reductions 
put into effect in the Southeastern part of the United States for the 
period 10 years prior to the creation of TVA and similar informa- 
iton with respect to the rate of reduction during the 10- to 15-year 
period subsequent to the creation of TVA? My idea is the res 
will show a greater rate of reduction in the 10 years prior to TVA 
ro is the case in the period since. Can you forniah the facts on 
that 

Mr. Kuyxenpatt. I think we could. I would like to ask Mr. Rain- 
water to speak on that. 

Mr. Jonas. Is that too much of a job? 

Mr. Ratnwarer. I believe our data on rates go back only to about 
1935 as I recall it. I believe that is when we first started our prepara- 
tion of rate data in the way of typical electric bills. 

Mr. Jonas. You mean you do not have any information or any 
data that shows the rate of rate reduction for power prior to 1935? 

Mr. Rarnwater. Not on an individual area basis, I do not believe we 
have anything prior to 1935 that we could match up for individual 
areas. 

Mr. Jonas. What would you or Mr. Adams say concerning my 
comment that I believe that the private utility companies showed a 
greater rate of reduction in power rates for electric service supplied 
prior to TV A’s creation than has been the case since? 

Mr. Apams. I do not believe I could answer that question because 
I am not familiar enough in detail with the rates either before or 


after. 

I think there has been a general decline in the rates in the whole 
she To what extent it was influenced by the TVA rate I do not 
know. 

Mr. Jonas. I am asking you about the decline in rates prior to 
TVA. Was there not a gradual and consistent and substantial re- 
duction in power rates throughout that period ? 

Mr. Apams. I do not know, sir. I would have to look that up. 

Mr. Evrys. I will say to my friend—that the Federal Trade Com- 
mission made an exhaustive investigation of the private utility in- 
dustry some years ago which disclosed Insull’s manipulations and 
operations after which he left this country in a yacht, never to re- 
turn; and following that investigation the Federal Power Commis- 
sion was created and other legislation was passed to protect the public 
interest. 

As was briefly referred to in the justification here the manipula- 
tions and bookkeeping and accounting practices were found to be 
most unwholesome and rates were exceedingly high. I could not 
imagine the gentleman could conceive the rates were reduced in that 
period prior to this investigation. To the contrary, they were going 
up. Rates went down after this investigation and some laws were 
put on the books— 

Mr. Jonas. I do not want to get into a debate here with my colleague 
from Tennessee as this is not the place for it. I will be glad to engage 
in such a debate in the proper forum. 
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I was asking the Federal Power Commission officials if they do not 
have information which will show the rate of rate reductions for the 
period prior to the existence of TVA and the rate since so that I can 
make my own comparison without going back to the days of Mr. 
Insull. I do not know what he has to do with the question I asked. 

Mr. Evtns. I thought it was helpful information. You talked about 
the rate situation prior to TVA. I was giving you some information 
on the situation. The gentleman should get the report of the investi- 
gation and read it. I recommend it to my friend. 

Mr. Jonas. I have some ideas and was asking members of the Com- 
mission if they had the information or could supply it. 

Mr. Evins. I was trying to be helpful to my friend, 

Mr. Jonas. I understand. 

Mr. Kuyxenpati. Apparently the answer is that we do not have it 
prior to 1935. Whether it could be obtained elsewhere I do not know. 
I would think perhaps there would be some statistical sources. 

Mr. Ratnwarer. I think we could get overall averages showing 
revenues per kilowatt-hour in that area. 

Mr. Jonas. Let me bring it down to specifics. Do you have infor- 
mation that would indicate the progressive rate of reduction in rates 
say by the Duke Power Co. for a period prior to the creation of TVA? 
Can you get those figures? 

Mr. Ratnwater. I think we can get those figures but I do not think 
we have them in our files. 

Mr. Kuyxenpars. We will get whatever you want if we can. 

Mr. Jonas. I would like to have a comparison. 

Mr. Evins. Will you amend your request to have them show rate 
reductions of the Duke Power Co. subsequent to TVA. They brought 
their rates down to consumers. 

Mr. Jonas. They did prior to TVA. 

In considering a rate do you take into consideration State and local 
taxes paid by utilities? 

Mr. Kuykenbauu. Yes, we have to. 

Mr. Jonas. Do you take into consideration the cost of coal for steam 

lants? 
7 Mr. Kuyxenpaun. That would be an operating expense, cost of fuel 
to generate electricity. 

Mr. Jonas. Would that include the 3 percent transportation tax? 

Mr. Kuyxenpatt. If they paid it, yes. 

Mr. Jonas. They pay it, do they not, private utilities? 

Mr. Kuyxenpnatu. Yes. 

Mr. Jonas. TVA does not, does it, on the coal it uses? 

Mr. Kvyxenpat.. Wedo not regulate TVA. I do not know. 

Mr. Jonas. In fixing a rate for private utilities operating in the 
Southeast, do you take into consideration the TVA rates? 

Mr. Kuyxenpatn. No. We fix a rate by allowing a rate of return 
on the rate base. 

Mr. Jonas. The rate charged by TVA does not enter into your cal- 
culations or your considerations at all, does it ? 

Mr. KuyKenpati. No. 

Mr. Jonas. It would not be fair to consider their rates because 
they do not pay anything for the use of money, they do not pay any 
tax on transportation of the coal they use and they pay only a 
nominal amount in State and local taxes, is that not true ? 
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Mr. Kuykenpatu. I would not want to be pinned down on TVA 
because we do not fix their rates. 

Mr. Jonas. Your answer is you do not consider the rate charged 
by TVA in considering rate increases or reductions or adjustments 
in the Southeast ? 

Mr. Kuyxkenpati. That is right. We just had a case mentioned 
awhile ago that is now in the courts involving the Carolina Generating 
Co. We gave no consideration to TVA rates in fixing that rate. 

ae Jonas. You could not because they are not comparable, are 
they ! 

Mr. KuyKenpbatu. That is not the way we make rates. 


EFFECT OF PUBLIC POWER ON RATES OF, PRIVATE POWER COMPANIES 


Mr. Evrns. Is it certainly true, Mr. Chairman, that within the past 
20 years utility rates all over the country have gone down, while other 
things have gone up and many items have doubled. Do you agree? 

Mr. KuyKenbat. Yes. 

Mr. Evins. Therefore the competition afforded by the public power 
agencies in the Midwest, Southwest, Northwest, and Southeast, you 
would say have had a contributing effect toward bringing down the 
rate all over the Nation to consumers of this country. 

Mr. Kuykenpatu. That is a conclusion I would rather leave up to 
our staff. I think Mr. Adams commented on that; did you not? 

Mr. Apams. I did not get your question. 

Mr. Evins. We are saying that utility rates have gone down to the 
commumners of this Nation in the past 20 years on the average; do you 
agree ? 

Mr. Apams. Yes, sir. 

Mr. Evrns. Many other items have gone up and some items have 
doubled in cost in the past 20 years? 

Mr. Avams. That is right, I think. 

Mr. Evins. Would it not be fair to say that with the public power 
projects in the Southeast, Southwest, Midwest, Missouri River Basin, 
and the Northwest that those projects have been contributing factors 
toward helping bring the rates down to the consumers of the Nation? 
We might add other factors, large volume use I think would be one. 
Chairman Kuykendall added another, the utility regulating commis- 
sions squeezing the water out of their rates. I am asking you, would 
that not be a possible conclusion as a contributing factor to the re- 
duction of rates to the consumers of this Nation ? 

Mr. Apams. I think it may have had an effect, appreciable effect, 
within the general area of the project, but I doubt if it would have 
an effect on another area not involved where those projects are con- 
structed. 

Mr. Evrns. Then in all honesty the answer to my question is “Yes,” 
then ? 

Mr. Apams. Not completely. I would say, for example, that con- 
struction of projects in the Columbia Basin would have no effect on 
rates in New Hampshire. 

Mr. Boxanp. I am sure of that. 

Mr. Apams. Or in any other remote area. 

Mr. Jonas. The answer to the question is that of course where the 
public power unit operates the rates have been reduced because the 
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rest of the taxpayers are subsidizing the users of the electricity in 
those areas. Is that not true? We do not subsidize the users—— 

Mr. Evtns. Now the gentleman is really making a speech. 

Mr, Jonas. We do not subsidize users of electricity purchased from 
private utilities. There is not any doubt about the fact that we sub- 
sidize users of TV A power. 

Mr. Evins. Duke Power has brought its rates down to North Caro- 
lina consumers. Your consumers are paying cheaper rates today be- 
cause of the yardstick of competition. 

Mr. Jonas. What is the answer to my question, Mr. Adams? 

Mr. Apams. I am not. quite sure I followed your question. 

Mr. Jonas. My question was this. It is true that the users of elec- 
tricity in a public power area do pay a low rate for electricity be- 
cause the rest of the taxpayers to a degree are subsidizing the users 
of that electricity. Is that not true? 

Mr. Avams. 1 think it is a matter of local option, Mr. Jonas; as 
to whether it is a subsidy or not is a matter of opinion. 

Mr. Jonas. Is it a subsidy if we have put $1.5 billion into TVA 
power system and do not charge interest on that money? Would 
you not say that is a subsidy to the extent it exists ? 

Mr. Apams. You are asking me questions in regard to the policy 
of Congress. I could not answer that in the way you put it. 

Mr. Jonas. Very well. 

Mr. Kuyxenpatu. We will get all the information we can on the 
Duke Power Co. of the type you requested and submit it. 

(The information referred to follows :) 


Typical bills for 100 kilowatt-hour and 250 kilowatt-hour monthly residential use in 
cities of 50,000 population and more in the TVA area; 1924-1934-1958 


100 kilowatt-hour | 250 kilowatt-hour 


State and city ees | 
[Pee FO 1 hem, 2 Oct. 1| Oct. 1) Jan. 1 
} 1924 1934 1958 | 1924 1934 1958 


Utility serving in 1934 


| 
| 
| 
| 


Alabama: 
Birmingham $4. 92 
Montgomery 5. 

Arkansas: Little Rock..| 10. 

eorgia: 


Birmingham Electric Co.! 
Alabama Power Co. 
Arkansas Power & Light Co. 


ergo 
SBR 
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Georgia Power Co. 
Savannah Electric & Power Co. 


be Union Light, Heat & Power 


0. 
Louisville Gas & Electrie Co, 
Mississippi Power & Light Co, 


Duke Power Co. 
Durham Public Service Co.* 


South Carolina Power Co. 
Broad River Power Co. 


an 
ome 
“10 


2m 
nue 


Kentucky: 
Covington 


o 
~ 
~ 


4. 38 | 
@) 


“gs 


oe pe 2 me 


o 


8. 08 
10. 50 | 
South Carolina: 
Charleston 9. 50 | 
Columbia 7. 65 | 
Tennessee: 
Chattanooga 5.13 | 
Knoxville._.......-| 6.60 
Memphis 5.10 | 


RR $8 


Tennessee Electric Power Co.5 
Tennessee Public Service Co.* 
| Memphis Power &?Light Co.’ 


PPh Bm geo gogo go mye eh 
BB SS Bs 


SSS 8S SS Fo S FB R22 


Pogo 
wee 
Conn 

~I 

o 





1 Presently served by Alabama Power Co. 

2 Not available. 

3 Presently served by Duke Power Co. 

4 Presently served by South Carolina Electric & Gas Co. 

5 Presently served by Chattanooga Electric Power Board. 

6 Presently served by Knoxville Utilities Board. 

7 Presently served by Memphis Light, Gas & Water Division. 


Note.—Tennessee Valley Authority first annual report to Congress submitted in 1934. 
Source: Federal Power Commission reports. 
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Mr. Jonas. I was interested in the power companies operating 
around the TVA periphery. There are 14 of them, I think. I have 
an idea that the information is available. I do not know whether 
you have it in such form that you can just present it. 

Mr. Evrns. It is true the power companies on the periphery of TVA 
have reduced their rates to the consumers in the area. 

Mr. Jonas. My point is how much did they reduce them before we 
ever heard of TV A. 

Mr. Evins. I would like to have that information, too. 

Mr. Jonas. I want that information. I would like to have it in 
the record. 

Mr. Tuomas. Gentlemen, let us leave now and come back at 1. 


AFTERNOON SESSION 


Mr. Tuomas. The committee will please come to order. 


REGULATION AND Surveys, Naturau Gas INpusTry 
VALUE OF FACILITIES FOR WHICH CERTIFICATES WERE APPLIED 


Mr. Yates Mr. Kallina, this morning in response to a question by 
Mr. Thomas, you stated what the rate of investment by pipeline com- 
panies was for the year. Is that correct? 

Mr. Kauurna. No, sir. 

Mr. Yates. What did you say? 

Mr. Katrina. I said that in the year 1957, as shown by the Com- 
mission’s annual report, that the applications for certificate of public 
convenience and necessity filed with the Commission during fiscal 
re the facilities involved therein had an estimated cost of $783 
million. 

Mr. Yates. This is calendar or fiseal 1957 ? 

Mr. Kaira. Fiscal 1957. I said that during fiscal 1957 the Com- 
mission disposed of approximately $700 million worth of facilities. 

Mr. Tuomas. Disposed of $700 million in applications for facilities? 

Mr. Katina. That is the estimated cost of facilities involved. At 
the end of fiscal 1957, the Commission had applications for $1.1 billion 
worth of facilities pending. | 

Mr. Yares. What were the figures you read in response to Mr. 
Thomas’ question this morning? Are those the ones? What did 
you read from your chart? 

Mr. Kattrna. From this chart here I read that for the 7 months 
of this current fiscal year, the Commission has already had filed 265 
applications for certificates of public convenience and necessity by 
pipeline see only, not independent producers. 

That is all kinds of applications. 

Mr. Yates. When you say all kinds, what do you mean ? 

Mr. Katurna. By that I mean large expansions of existing systems, 
the addition in some instances of just a minor loop line or compressor 
facility, or an extension of service into the new area. 

Mr. Yates. Does that figure include applications for approval of 
contracts for the purchase of gas? 

Mr. Katurna. No, sir. 
Mr. Yates, That doesn’t fall within an application for a certificate, 
then ? 
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Mr. Kauurna. No, sir. We don’t approve the contract for the 
— of gas specifically but one of the elements the Commission 
ooks into in all these wee certificate applications is that there is 
a supply of gas available to the project, and then as part of that, 
the Commission goes into the overall economic feasibility of the 
project. 

r. Gatonett. I think he was trying to answer your question, 
Mr. Yates. This table from which he read relates to only new and 
additional facilities, not to the gas purchase cost. 

Mr. Yates. In a subsequent answer he said that it. involves all 
kinds of certificates. I was trying to find out what he meant by all 
types of certificates. 

s that the figure you have testified to for the first 7 months of 
this fiscal year, directly comparable to the figure you read from in 
1957 annual report? 

Mr. Katia. That is right. 

Mr. Yates. Does that answer it? 

Mr. Gatouety. Yes, sir. 

Mr. Yartrs. You stated the Commission does not approve contracts 
by pipeline companies with sellers or producers of natural gas? 

Mr. Katrina. Not as such specifically. When the Commission 
under the certificate powers, and we are talking about section 7, the 
certificate section of the act, now, the Commission under its certificate 
powers looks into several things, including, if they are acquiring any 
additional gas supply, the price and the volumes of gas behind the 
contract that the pipeline company is acquiring to support this par- 
ticular project. 

When the Commission issues approval for the overall certificate it 
doesn’t mean the Commission physically approves the contract for 
purchase of gas from the producer, but it means that overall the proj- 
ect has been found in the public interest. It is a package deal. 





CONSIDERATION OF RATES IN APPROVING APPLICATIONS FOR CERTIFICATES 


Mr. Yates. There is something here that doesn’t meet the eye, for 
me, and that is the cost to the pipeline company. The pipeline com- 
panies’ prices are subject to control of the Commission, are they not; 
the prices they pay for its gas? 

Mr. Kattrna. No, sir. The price the producer sells the gas to the 
pipeline company for is subject to the control of the Commission. 

Mr. Yates. You mean the price for gas at the wellhead is subject 
to the regulation by the Commission ? 

Mr. Kaira. Yes, sir. The Commission regulates the price of the 
sale of gas by the producer to the pipeline company. 

Mr. Yates. That is what I asked you. When a producer sells to a 
pipeline company, does the Commission supervise that contract ? 

Mr. Katurna. It does. 
aes Yates. I understood a few moments ago you answered “no” to 
that. 

Mr. Katina. We were talking about the certificates. You asked 
whether or not the Commission approved the purchase contract. 

Mr. Yates. You mean at the time an application for a certificate is 
filed a tariff is filed, is it not, a schedule of rates? 
Mr. Karrina. In the certificate application a proposed schedule of 
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rates is filed. The rate schedule cannot be filed formally with the 
Commission until 30 days before service is due to commence. At the 
time the formal filing is made, 30 days before service is due to com- 
mence, then the Commission receives that schedule. 

Mr. Yates. How ean you approve a certificate until you know what 
the rates are going to be ai 

Mr. Katia. Because as part of the certificate application a pro- 
posed rate schedule is filed. 

Mr. Yates. Does the Commission go over that rate schedule? 

Mr. Katina. It does. 

Mr. Yates. To determine whether the rates contained therein are 
fair and reasonable? 

Mr. Kaira. No, sir. 

Mr. Yates. Why does the Commission go over it then? 

Mr. Katirwa. The Commission has the rate schedule as part of its 
overall consideration, in the economic feasibility of the project. In 
other words, a certificate case is not a rate investigation. 

Mr. Yares. I get back to what I thought was the original purpose 
of the Natural Gas Act of 1938, and that was to protect the consumer 
against exorbitant rates, 

Mr. Kaira. That is correct. 

Mr. Yares. How do you know whether or not the rates that are 
being filed with the application for the certificate are fair and just, or 
are not exorbitant ? 

Mr. Gatcuet. May I interject, Congressman ? 

Mr. Yares. I would like Mr. Kallina to answer that because he 
has been answering my questions. 

Mr. Kauurna. Because of the fact, frankly, that when the certificate 
application is considered the Commission looks into all the costs in- 
volved, cost of construction, prospective cost of operation, cost of the 
gas purchased, and all of those factors. 

They are considered by the Commission to find out whether or not 
the project itself is going to pay off and that rates for which the gas 
is going to be sold by the pipeline company will be economically 
feasible. 

Mr. Yates. When you say “economically feasible,” based upon your 
estimates now, the only thing the Commission looks into is the deter- 
mination of whether or not the pipeline company, or whoever this ap- 
plicant is, will be able to keep going and will be financially solvent; is 
that what you are saying? 

Mr. Kaira. That is part of what I am saying. Also the con- 
sumers who are going to purchase this gas will be able to buy the gas 
and continue to buy it at economically justifiable prices. 

Mr. Yates. This is the public in general? 

Mr. Karina. Yes. 

Mr. Yates. Then you have to go into the question of whether the 
rates are reasonable, don’t you? Or whether they are fair and rea- 
sonable ? 

Mr. Katrina. No, sir; we don’t have to go into whether the rates 
are fair and reasonable in a certificate application because if the rates 
are not reasonable, in the initial application as filed, then economic 
feasibility of project would fall on its own. 
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Mr. Yates. Why do you say this in view of the fact that if the rates 
are exorbitant the project is still economically feasible? The com- 
pany ‘will still obtain sufficient revenues to operate, but the consumers 
will be gouged as a result of the exorbitance of the rate. 

Mr. Kattrna. If the rates are exorbitant the consumers won’t buy 
the gas. The consumers aren’t tied in as they are in an existing pipe- 
line. In a new line project the consumers have to agree to a certain 
area of price in which they are willing to buy the gas, and if the gas 
can’t be sold for the pipeline price, then the consumers aren’t there, 
and in the absence of any consumers the Commission cannot issue a 
certificate. 

Mr. Yates. Now you are talking. This viewpoint is what I object 
to. You are saying the standard which the Commission uses is to let 
the companies charge what the traffic will bear. 

Mr. Karuna. No, sir. 

Mr. Yates. That is just what you said, if it is too high, consumers 
won’t buy the gas. 

Mr. Kaira. That is one of the elements that would enter into a 
oe being denied by the Commisison if there were no market 
there. 

As I say, the price at which the gas is sold, just as the price at which 
the gas is purchased, is one of the elements that enters into the overall 
study of economic feasibility of the project. 

Mr. Yates. What happened to the concept of original cost by Mr. 
Kuykendall praised this morning? Do you go into that at all? 

Mr. Kuyxenpatn. I wonder, Mr. Yates, I think maybe I can clear 
you up. 


Mr. Yates. You had better clear Mr. Kallina up. I am pretty clear. 
Mr. Kallina stated as far as the consumer is concerned, if the price of 
gas is too high, they won’t buy it, which to my mind is another way of 
saying the company can charge whatever the traffic will bear. He 
indicated that if the consumers will pay for the gas then the project 
is economically feasible. Under such circumstances it is quite clear 
to me that the prices can be exorbitant. 


DECISION IN MOBILE CASE 


Mr. KuyKxenpatt. Mr. Yates, the general principle of utility-rate 
control is that a regulated utility has the right to file an initial rate. 
That cannot be suspended by the Commission. If it were suspended 
there would be no rate. That has been the general principle accepted 
by the Federal Power Commission, and I think no doubt by every 
agency. 

“In the Mobile case the Supreme Court strengthened that view and 
made it very clear that the initial rate would be set either ex parte, 
through the filing of a rate schedule with the Commission, or by a con- 
tract agreed upon by the two parties, and that thereafter that con- 
tract could be changed only by a new agreement of the parties. and 
could not be changed unilaterally. So we start out on that basic 
premise, and the Commission, or at least I had always thought that 
that was the law; that under no circumstances could the Commission 
alter that initial rate; that all we could do if we thought it was 
unsatisfactory would be to start an investigation under section 5 of 
the Natural Gas Act. 
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DECISION IN SIGNAL OIL 00. CASE 


Now one exception, or sort of an exception, as quasi-exception, has 
come into the picture, and that was illustrated in the Signal case, 
where the Commission under certain facts granted a certificate to 
Signal Oil, but put in a condition that Signal Co. could not charge the 
price it proposed, which I believe was 11 cents, or 12 cents, but could 
only charge 10 if it wanted to render the service. That was upheld 
by the courts. 

Mr. Yates. What is the distinction that. the court made here? 

Mr. KuyKEnpaLu, I was going to say it is a little difficult for me to 
discuss the merits of this too much, I actually have been studying this 
particular problem over the weekend because we have some pending 
cases before us where I am trying to figure out whether the doctrine 
of that Signal case should or oad lawfully be applied. 

In the Signal case, the Commission found, and the court affirmed, 
that the whole rate structure in the area would be upset, due to the 
favored-nations clauses in all of the producers’ contracts, that if this 
one contract were entered into and became effective at 12 cents, every- 
mony, else’s rates would go up to 12. 

e court said that was good enough ground for the Commission to 
put the condition in, to keep the prices stable at what they were. 

Now bear in mind that there was no finding by the Commission in the 
Signal case of what a just and reasonable rate was. There was no 
cost study of any kind, which led me to believe that the courts would 
not uphold us in that kind of a condition, but the courts did. 


FEASIBILITY OF INITIAL COST STUDIES 


I am sure Mr. Kallina and all staff members here will agree with me 
that it is not possible to make an original cost study of every producer’s 
rate at the time he files it, and determine immediately what is a proper 
rate. If we tried to do that, we would be in much worse condition and 
have a much bigger backlog than we do now. It would be increased. 

Mr. Yates. Why is that? What do you require your producers to 
file? Do you require them to file statements of their investment ? 

Mr. KuyKenpatu. No. 

Mr. Yates. Why shouldn’t you require them to file such a statement 
in the first instance, even though you don’t investigate it? 

Shouldn’t you have it on file so that your accountants can go over 
it and determine whether or not the rate that is charged is based upon 
a fair return on the rate base? 

Mr. Kuyxenpatu. There are so many complications and variances 
in it. A big producer is doing business maybe in 20 different fields 
throughout the country. Do we want all that data, or do we want 
it just for this one field) 


t might show that in this particular field he had very high costs 
and was entitled to a very high rate, while on a companywide basis 
he wouldn’t require that higher rate because of lower costs in other 
areas where he is aan a profit. Very probably the producer would 


be producing oil as well as gs, and you are then into the problem 

of allocating the expenses of the oil and the gas production. 
There are just innumerable problems and reasons why the Com- 

mission has not been able to undertake to make an initial cost study 
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of all the producers. ‘The question substantially has been whether to 
let the gas go to market or whether to stop it. 

Mr. Yates. The fallacy or the weakness in your argument lies in 
the fact that there are pipeline companies which own their own 
reserves and own oil fields, too. Under the law they have to separate 
their costs and file reports with you. Isn’t that true? 

Mr. Kuyxenpauu. Yes. That has been done. 

Mr. Yates. Why is it a greater burden for an independent producer 
to make the same sort of a study in the case that you outlined than 
it is for a pipeline company ? 

Mr. Kurxenpatu. For one thing, I believe every pipeline company 
is in only one field. It ordinarily owns its own reserves in one area, 
where its lines go, and they are not scattered throughout the whole 
country. That is one big difference. 

Another big difference is that there are less than 20 pipeline com- 
panies which own any gas reserves. 

The Commission has had them under regulation for many years. 
It has made those studies. Now we have thousands of producers. 

Mr. Yares. But you have the same precedent, do you not? If it is 
pompible for pipeline companies, why isn’t it feasible for producers? 

e pre are the same insofar as separation of costs are concerned ; 


are they not ? 


Mr. Kuyxkenpatu. No. As I explained, it is more difficult with 
independent producers. There are many similarities, I don’t mean 
to ret they are two completely different animals because they are not. 


But uently a more complex problem is presented by the independ- 
ent producers due to the fact that they are in different localities, and 
many of them are primarily oil producers. 

We haven’t had the manpower to go ahead and make these studies 
of all these producers. 


APPROPRIATIONS FOR NATURAL GAS WORK 


Mr. Yates. Haven’t we given you all the money you wanted for your 
examiners? 

Mr. Kuyxkenpatu. No, you haven’t. Even if you gave us all the 
money we wanted, we couldn’t hire enough qualified people. 

Mr. Yates. I was under the impression with respect to catching up 
on your natural gas backlogs that this committee had given you all 
the funds that you wanted and had told you to catch up with them. 

Mr. Kuyxenpatu. No; not this current year. The year before you 
did. 

Mr. Yates. Let me at this point ask you how much money do you re- 
quire to catch up with this problem, to take care of this problem ? 

Mr. Kuyxenpaty. What did we originally make our estimates for? 

Mr. Domers will give you that figure. I would say this, that I would 
want a lot more and we need a lot more. 

Mr. Yares. I am asking you how much you want. 

Mr. Kuyxenpatu. The only limitation that should be of concern to 
this committee is whether we hire the people that are capable of doing 
thejob. That is our limitation. 

Mr. Yates. That is your job, really. 
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All we can do is to discuss how much money you need to deal with 
this problem. It is a problem that is your responsibility under the 
law. I now ask you how much money you need for that purpose. 


FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Domers. Our estimate that went to the Bureau of the Budget 
for fiscal year 1959 requested $6,888,200. 

Mr. Yates. That is for the total activity of the Commission ? 

Mr. Domers. Total activity of the Commission. They allowed us 
$6,385,000, or $503,200 less than our estimates. 

Mr. Yates. Did they designate where the cut should be made? 

Mr. Domers. They did informally. 

Mr. Yates. What was their designation ? 

Mr. Kuyxenpatt. I think we made it where we saw fit. 

Mr. Domers. They did make certain informal suggestions but we are 
not held tothem. Reductions were made as follows: 

In non-Federal hydroelectric project activities, a minus $195,300; 
regulations and surveys, electric power industry, minus $71,400; reg- 
ulations and surveys, natural gas industry, minus $172,200; Federal 
projects investigation and regulation, minus $43,100; and in adminis- 
tration, minus $21,200. 

Mr. Yates. What portion of that was for the natural gas branch? 
Or service, or whatever you call your section. 

Mr. Domers. Regulation of the natural gas industry, $172,200 less 
than we had estimated originally. 

Mr. Yates. What was the amount you estimated ? 

Mr. Domers. For natural gas industry, $3,410,700. 

Mr. Yates. How much of an increase will this be over last year? 

Mr. Domers. For natural gas? 

Mr. Yares. For natural gas. 

Mr. Domers. Last year we had—that is the current year, really— 
$2,563,000. It is roughly a $900,000 increase. 

Mr. Yates. How will that $900,000 increase be broken down in 
terms of expenditures proposed ¢ 

Mr. Domers. As far as natural gas industry is concerned ? 

Mr. Yares. That is where the $900,000 increase is, isn’t it? My 
question is devoted solely to natural 

Mr. Domers. Actually we got $172,000 less than $900,000. I was 
speaking of our original estimate. What was allowed us as against 
what we had last year is roughly $725,000. 

Mr. Yates. The Bureau of the Budget allowed you an increase of 
$725,000 for this purpose ? 

Mr. Domers. That is correct. 

Mr. Yates. They cut out only an additional $172,000? 

Mr. Domers. I beg your pardon. It was $675,500, to be precise. 

Mr. Yates. Let’s start out again. Let’s find out how much you re- 
quested from the Bureau of the Budget for natural gas regulation and 
surveys, how much they allowed, and what the difference is. 

Mr. Domers. We requested $3,410,700. The Bureau of the Budget 
allowed $3,238,500, or a difference of $172,000. 

Mr. Yates. What is represented by the $172,000 that was stricken 
by the Bureau of the Budget ? 
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Mr. Domers, We eliminated any increase for the gathering and 
analysis of basic data, eliminated any increase for statistical publica- 
tions, we reduced the increase on enforcement of uniform accounting. 

Mr. Yates. As you designate the categories, will you put the 
amounts that were climinated as well ? 

Mr. Domers. I couldn’t do that very well, Mr. Yates. 

Mr. Yates. Have you not allocated proposed costs to each of those 
categories ? 

Mr. Domers. We have, but I do not have the breakdown. 

I beg your pardon. Ido have it here. 

Mr. Yates. I would like to be as specific as possible in this so that 
the committee can be fully informed and we can see what the prob- 
lems of the Commission are. 

Mr. Domers. Our original request for certificates of public con- 
venience and necessity was $841,165. The revised figure is now 
$798,207. That is a $43,000 difference. Our original estimate for 
rate cases was $1,413,400, that is revised to $1,382,413. 

Mr. Yates. What is the differentiation on that ? 

Mr. Domers. $31,000. Original request for rate filings was 
Seal The revised figure is $371,332, which is a difference of 

400. 

Our original request for enforcement of uniform accounting was 
$53,895. That has been revised to $41,033, or a difference of $11,800. 
Original estimate for gathering and analysis of basic data was 
$30,046, revised to $24,485, or $6,000 down, original estimate for 
statistical publications $12,196, revised to $9,730, or $2,400 difference, 
for a total, as I indicated before. 

Do you want the totals now ? 

Mr. Yates. Yes. 

- Mr. Domers. The total for personal services requested was 
$2,724,500. The revised figure is $2,627,200. That is personal services 
alone, Mr. Yates. There is a reduction of $97,000 in personal services. 

Then, of course, we have additional travel and other objects funds 
to make a grand total for natural-gas regulation, original estimate 
$3,410,700, against an allowance of $3,238,500, which makes a differ- 
ence of $172,000. 

Mr. Yares. If the Congress grants you this amount of money, the 
Commission then will have all the funds it needs to carry out this 
function as well as it can, is that correct ? 

Mr. Kuyxenpaty. Yes. I think so. Our work still won’t be 
carried out satisfactorily. I mean I would like to get all caught up 
in the fiseal year but we can’t do it, that is obvious. 

Mr. Yates. Why can’t you? 

Mr. Kuykenpatt. Because we can’t get enough people competent 
to do the work. 

Mr: Domers. The estimates that went over to the Bureau of the 
Budget, Mr. Yates, were not based on attaining currency in all phases 
of our work in the fiscal year 1959, but it would have accelerated the 
date in which we could anticipate being current over what we now 
show in our justification. 

Mr. Yates. I must confess I feel frustrated here by your answer. 
You say you can’t do the job under any conditions. t thought if we 
gave you the money you would be able to do the job. The chairman 
tells us you can’t do the job anyway even if we gave you the money. 
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NATURAL-GAS WORKLOAD 


Mr. KuyKkenpauu. We can’t catch up in one fiscal year. 
Mr. Yares. You can’t catch up with what? 
Mr. Kuykenpatu. With our backlog. 

Mr. Yates. What is the backlog ? 

Mr. Karira. Currently, in the formal gas pipeline cases we have 


53 cases pending. 

Mr. Fone, these independent producers or pipelines? 

Mr. Katina. These are pipeline cases. 

Mr. Yates. This responsibility you have had right along, have 

ou not? 
F Mr. Katina. We have never had 53 cases pending, sir. 

Mr, Yares. The fact remains that this isn’t brought on the Com- 
mission by the Phillips decision. This is a responsibility that every- 
body admits from the beginning. Is that not true? 

Mr. Kuyxenpaw. Yes. It is not a new field. The volume of work 
has increased greatly in that field, however. 

Mr. Yates. What is the total amount of money involved in those 
53 pending cases? 

r. Katina. The total amount of money suspended is $222,- 
400,000. 

Mr. Yates. What is the amount requested ? 

Mr. Katurna. That is the whole amount. 

Mr. Yates. The whole amount is suspended ? 

Mr. Katia. That is right. 

Mr. Yares. You automatically suspended every increase sought? 

Mr. Kauira. No, sir; not automatically., It is studied by the 
Commission. If the Commission decides it needs study before they 
are allowed to go into effect the filing is suspended. 

Mr. Yares. In all cases that are pending you decided that the rates 
should be suspended ? 

Mr. Katrrna. 53 cases. 

Mr. Yares. 53 cases pending ? 

Mr. Katurna. That is right. On the independent producers, we 
have 1,103 increases suspended involving $50,863,766. 

Mr. Yates. This is the total backlog? 

Mr. Katrina. That is the total desbiog in rate-case work. We also 
have 35 other cases, which involve investigations by the Commission 
on its own motion, or investigation on complaints by others. 

Mr. Yates. Into rates charged by natural-gas companies? 

Mr. Karina. Into rates charged by independent producers. 

Mr. Yates. Are there any section 5 cases with respect to pipeline 
companies ? 

Mr. Katrina. None pending now that I know of. 

Mr. Kuyxenpatu. Almost every pipeline is before us or has been 
recently, and we have investigated them thoroughly. 

Mr. Yares. Any need for 5 (a) ? 

Mr. Kuyxenpat. No, it would be an unusual matter if it were. 

Mr. Katxrna. We have two other matters, pipeline companies, un- 
der section 4. 

Mr. Yates. When a company files for an increase may the Com- 
mission not only deny the increase but actually enter a decrease? 
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Mr. Kuyxenpa.t. I think so. It seems to me that that is clear 
under the law. t 

Mr. Garcuern. I think the Commission has an absolute right to 
do that. What they do in going into an investigation under a section 
4 (e) suspension is precisely the same operation as though the Com- 
mission were making its own investigation under section 5 (a) of the 
Natural Gas Act. If it should come out that it thinks the rate orig- 
inally charged before the increase was suspended is still too high, the 
Commission has a right under section 4 (e) to reduce it. 


INDEPENDENT PRODUCER RATE SCHEDULES 


Mr. Yates. How many rate schedules have been filed by the in- 
dependent producers ? 

r, Kauira. I knew you were going to ask that question. I had 
the figure. 

In fiscal 1957 we had approximately 1,400 rate changes filed by 
independent producers. 

Mr. Yares. What page are you looking at? 

Mr. Katitna. Page 89. 

Mr. Yates. I would like to know how many independent producers 
have filed applications for certificates with the Commission. That 
is what I am after rather than the number of rate changes. How 
many independent producers are subject to regulation ? 

Mr. KuyKenpatu. We have that. 

Mr. Katirna. You have duplications. The same producer will 
file 





PRODUCERS UNDER REGULATION 





NUMBER OF INDEPENDENT 





Mr. Yates. How many independent producers are there subject, to 
Commission regulation ¢ 

Mr. Katina. Very few new producers have come in. They have 
all been repeats of those who originally filed. 

Here is a letter dated March 1, 1956. 

Mr. Yates. Does it answer the question ? 

Mr. Katina. It states we are regulating about 2,300 independent 
producers. By actual count the total number regulated by this Com- 
mission is 2,078. 

Then it also goes on to say that the number of additional producers 
whose interests are included in the filing by an operator or some other 
combination total 5,804, and the total number of names is 7,882. 

Mr. Yares. Those are the names on file. Does it mean they are all 
subject to regulation ¢ 

Mr. Katina. Yes, sir. 

Mr. Yates. What does the phrase “subject to regulation” mean ? 
What do these people have to do? 

Mr. Katina. File their rates with the Commission and file for 
certificates of public convenience and necessity if they want to build 
facilities. 

Mr. Yares. Do they have to file reports? 

Mr. Katina. No, sir. 
Mr. Yates. Why not? 
Mr. Kauirna. I will defer that to the chairman. 



















Mr. Yates. Under the Natural Gas Act, as I understand its pro- 
visions, natural gas companies are required to file annual ‘reports; 
are they not ? 

Mr. Karuna. They file annual reports. I misunderstood your first 
question. They do not file the annual reports the pipeline com- 
panies do. 

Mr. Yates. They do not have the same properties so they would 
not file the same annual reports. 

Mr. Kuyxenpatu. They are required to file a report but it is a 
different report and is much simpler than that of the: pipeline 
companies. 

UNIFORM SYSTEM OF ACCOUNTS 


Mr. Yates. Section 8 (a) of the Natural Gas Act reads, and I am 
reading from the act : 


Every natural gas company shall make, keep, and preserve for such periods, 
such accounts, records of cost-accounting procedures, correspondence, mem- 
orandums, papers, books, and other records as the Commission may by rules and 
regulations prescribe as necessary or appropriate for purposes of the administra- 
tion of this act. 

Have you any regulations covering such companies ? 

Mr. Kuykenpa.u. I think we went into that a year ago and my 
answer would be the same now as it was then. We have had other 
things and more urgent things and wiser things to do than to en- 
deavor to enforce a system of uniform accounts on these thousands of 
producers. 

Mr. Yates (reading) : 

The Commission may prescribe a system of accounts to be kept by such 
natural gas companies, and may classify such natural gas companies and 
prescribe a system of accounts for each class. 

The Commission has taken no action with respect to that provision 
of the law with respect to independent producers? 

Mr. KuyKenpatu. No, sir. 

Mr. Yares. Don’t you think the Commission should ? 

Mr. KuyKkenpatu. I just explained that I do not think we should 
at this time. There are too many little fellows who virtually have no 
records at all. 

Mr. Yates. What do you do about the big fellows? 

Mr. KuyKenpauu. We have not prescribed a uniform system .for 
them although we are getting cost data from them in these cases that, 
we have going, including the group Mr. Evins was talking about. 

Mr. Yares. Are not some of your big fellows bigger than your 
pipeline companies, some of the big independent producers? 

Ir. KuyKenpauu. I don’t know whether or not they are, If you 
take out the oil business I doubt it, 

Mr. Karuna. In total operation, yes, but. not in gas operation. 

Mr. Yares. Is it a hardship on those companies to be required to file 
annual reports and cost data? 

Mr. Kuyxenpa.u. Among those companies their gas revenues—— 

Mr. Yates. Phillips Petroleum, for example. . 

Mr. KuyKenpauu. Maybe somebody can tell you what percentage 
is derived from gas and the percentage from oil. 

Mr. Katina. Less than 3 percent from gas, 
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Mr. Yates. What are the total revenues? 

Mr. Katarina. I do not remember offhand. 

Mr. Yates. I would think it was a tremendous amount. 

Mr: Karima. Yes, sir: 

Mr. Yares. Would it be a hardship to require Phillips Petroleum 
to comply with the law? 

Mr. Katurna. Hardship on Phillips Petroleum? 

Mr. Yates. You said it was a hardship on the natural gas producers. 

Mr. Kuyxenpatx. Qn the little ones. 

Mr. Yates. Because it is a hardship on the little ones the big ones 
are not required tocomply. Is that correct ? 

Mr. Kuykenpatu.' 1 made it clear we have not established a uni- 
form system of accounts for them. The hardship would be on the 
Commission staff to try to enforce a uniform system of accounts on 
these producers. We have had more important things to do. 

Mr. Yares. That is why I asked how much money you needed. 
Does the amount of money you have requested permit you to carry 
out the provisions of the law ? 

Mr. Kouyxenpati. It would not include money for prescribing and 
enforcing a uniform system of accounts for gas producers. 

Mr. Yates. How much more would you need for that ? 

Mr. Kuyxenpaut. I don’t know. We did not calculate that. 

Mr. Yares, In other words, you do not contemplate requiring the 
companies to comply with that section ? 

Mr. Kuykenpaty. Not right now, no. 

Mr. Yates. Not for the next fiscal year? 

Mr. KuyKenpary. No. 

Mr. Yates. If you do not require them to comply with the Jaw in 
filing their reports as to the system of accounts how do you propose 
to establish reasonable rates? 

Mr. Koyrxenpaty. Mr. Kallina can answer that. 

Mr. Yares. Before he does that let me read an item from a news- 
paper here. 

What was the circuit court of appeals case, Mr. Gatchell? 

Mr. Gatouet. The city of Detroit. 

Mr. Yates. Which required the Commission to look into the ques- 
tion of investment and original cost. How can you do that if you do 
not have a system of uniform accounts filed ? 

Mr. Karuna. On the cases we have now, including suspensions and 
the 5a’s of the independent producers we are getting cost data on 
those companies. 

Mr. Yates, How long does that take? 

Mr. Kuyxenpaut. We are getting that much faster now. We are 
much farther ahead with those cases than we would have been had 
we endeavored to prescribe and enforce a uniform system of accounts 
at that point. We would never have gotten through with that yet. 

Mr. Katrina. That istrue. 

Mr. Kuykenpaut, I don’t think you comprehend the problem in- 
volved, Mr. Yates. 

Mr, Yates, When was the Phillips case decided ? 

Mr. Karaina. June 7, 1954. 

Mr. Yates. What is the date today ? 

Mr. Katina. February 24, 1958. 
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Mr, Yares. Four years have gone by since the Phillips decision. 
Is that right ? 

Mr, Kauurna. That is true, 

Me Lares How many more years will it take before you enforce 
the law ? 

Mr. Katina. That Phillips case has been coneluded, that is the 
investigation has been concluded, the hearing has been coneluded, and 
briefs now are being written for the examiner's decision, 

Mr. Yares. Isn’t it true that the Commission does not want to-en- 
force the law with respect to natural-gas producers ? 

Mr. Kuyxenpaut, No. In your questioning you have indicated 
we are not enforcing the law by failing to prescribe a uniform system 
of accounts, but that does not follow because we are not required 
by the law to prescribe a uniform system of accounts for producers 
or any natural-gas companies. Is that right, Mr. Gatchell? ; - 

Mr. Gatcuety. The section Mr. Yates read relates to all natural- 
gas companies. 

Mr. Yates. Are not independent producers natural-gas companies? 

Mr. Gatcuett. The same as pipelines. 

Mr. Yates. And you have a regulation with respect to pipeline 
companies, Mr, Gatchell? 

Mr. KuyYKENDALL, We have the power and we have exercised it with 
pipeline companies, The language is that the Commission may pre- 
scribe. 

For the reasons I have pointed out-——— 

Mr. Yares. Then my statement is correct that with respect to inde- 
pendent producers, in contrast to the pipeline companies, you do not 
propose to have the same standards. 

Mr. Kuyxenpautu. We do not intend to prescribe a uniform system 
for producers at this time, and not during this fiscal year. I think 
I have made it plain, and I tried to do so a year ago, why we have not. 
It is because we are putting first things first. 

Mr. Yates. What are first things? 

Mr. Kuykenpatu. To try to control the rates of these companies 
and do so under the formula laid down in applicable court decisions. 

Mr. Yates. How can you control the rates unless you know the costs 
and how can you get the costs unless you have statements from the 
companies ¢ 

Mr. Katurna. We go to the companies’ offices and take the state- 
ments from the companies’ books. 

Mr. Yares. Why don’t you require them to file statements? 

Mr. Katia. To cite an example, if I may. Taking the Phillips 
case, even though 3 percent of their business is the gas business, if 
Phillips were to have restated their accounts under the uniform sys- 
tem of accounts, first, we would have had probably a year or more 
gone by in proceedings and hearings and making rules for the uni- 
form system of accounts; and then Phillips would have had to pick up 
from there and restate all their accounts according to the uniform sys- 
tem of accounts, which would have been a tremendous job. 

My guess is that it would have taken them at least a couple of years. 
That guess is based upon an actual example we had where two inde- 
pendent producers merged. The successor company was under. in- 
vestigation by the Commission. The successor company asked us to 
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forego our investigation for the time being on the merger phase of 
the consolidation because it was going to take them about 8 months, 
hiring Arthur Anderson and other people, to— 

Mr. Yates. According to your answer you have approximately 
2,300 independent producers. 

Mr. Katrina. That is right. 

Mr. Yares. Is the same type of ari explanation attributable to the 
other companies? 

Mr. Kattrna, No, sir. As the chairman pointed out, some of these 
smaller companies do not even have accounts as such. 

Mr. Yates. Why don’t you just make provision for it? Why should 
not the big companies be required to file? As a matter of fact, you 
heard the chairman indicate he thought he should put first things first. 

This morning in response to a question either b Mr. Evins or by 
Mr. Boland he indicated that the establishment of a uniform system 
of accounts was the basis for keeping the rates low. You spoke with 
regard to the electric companies. 

Mr. Kouykenpati. Prudent investment rate base. 

Mr. Yares. I will accept that amendment for the purpose of this 
question. Should not the same answer apply here? 

Mr. KuyKenpatt. Establishment of a uniform system of accounts 
and calculating prudent investment on an original cost base are not 
the same thing. The rate base can be calculated without the company 
complying with the uniform system of accounts. 

Mr. Yates. In order to calculate the rate base on the basis of origi- 
nal cost you nevertheless have to have the statement of costs of the 
company, do you not? 

Mr. Kuyxennatt. Surely. 

Mr. Ratnwater. I wonder if I might break in on that. 

Mr, Yates. Surely. 

Mr. Rartnwarter. On this matter of timing T have had quite a bit of 
experience on that in connection with the electric industry and the 
pipeline companies. It took us close to 13 years to do the job on the 
electric industry. 

Mr. Yates. Thitteen years after you started? 

Mr. Rarnwater. Thirteen years from the time the Commission 
established its uniform system of accounts for the electric industry 
which comprised in the neighborhood of about 250 companies. It was 
about 13 years before they made studies, filed them with us, and the 
staff completed its investigation. 

Mr. Yarrs. Thirten years from the date the Commission required 
them to file. Is that correct? 

Mr. Rarywater. Thirteen years from the time they put the system 
of accounts into effect requiring them to make the studies. 

Mr. Yates. Are you stating it will take 13 years to do the same thing 
forthe natural gas producers? 

_ Mir. Rarnwarer. It will take quite a few. years. 
Mr. Yates. Don’t you think it should be started ? 
Mr. Ratnwatrr, Well, it is quite a 





» Mr, Yates, If it takes 13 years there should be a start made some- 
time, should there not ? . 
Mr. Ratnwater, If the regulation is going to be followed strictly on 
the same pattern with the pipelines it will eventually have to be 
started yet? 
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(The following letter was submitted later :) 
, Maron 5, 1958. 
Hen,, ALBERT THOMAS, 
House of Representatives, Washington, D. C. 


Dear Mr. THomas: After reviewing the transcript of the hearing on the Federal 
Power Commission budget for the fiscal year 1959, I would like to supplement 
my brief remarks at pages 4607-4619 concerning the establishment of a uniform 
accounting system for independent natural gas producers. 


NATURE OF NATURAL GAS PRODUCTION BUSINESS 


While any system of accounts.to be established must be based, upon funda- 
mental or generally accepted principles of accounting, it must take into consider- 
ation the special features of the industry to which the accounts are to be 
applicable. 

The natural gas production business is unique in several respects as compared 
to the usual types of utilities. It has been estimated that there are approxi- 
mately 8,000 independent natural gas producers in the United States whose pro- 
duction in varying proportions enters into interstate commerce and who would 
feel the impact of FPC regulation. On one hand are small independent producers 
whose business is confined to a single well. At the other extreme are large oil 
and gas companies producing oil and gas from hundreds of wells. Characteris- 
tically, natural gas production is not the sole endeavor of most producers. The 
gas operations of a large oil and gas company, although it may be the source of 
an important segment of our total gas supply, may be a relatively small part of 
the company’s integrated business of exploration, oil production, refining and 
marketing of gasoline and other petroleum. products, as well as activities not 
related to oil and gas, such as processing of uranium ore. 

The operations of a producer are often not concentrated; he may be the sole 
operator in one area, a joint operator in another, and in still another a gatherer, 
in addition to his interest in other areas as a royalty owner. 

These circumstances, with appropriate classification of the several types of 
producers, do not preclude the feasibility of formulating a system of accounts for 
gas production operations. However, the problem of devising a system of ac- 
counts for independent producers is tremendously complicated in comparison to 
what the situation would be if only one type of operation was involved. Since 
the accounting and financial affairs of independent producers in general are 
entwined not only with oil operations but also with a conglomeration of-other 
activities, effectuating a system of accounts is much more involved than exten- 
sion of the Commission’s present accounting system for pipeline companies. 


TECHNICAL PROBLEMS 


Aside from the problems already mentioned there are others of a technical 
nature which must be surmounted before a practicable and enforceable system of 
accounts can result. Some of the factors raising technical problems are as 
follows : 

.{1) Diversity of accounting practices in the oil and gas industry and the ab- 
sence of firmly established principles of general acceptance. Oil and gas account- 
ing is marked by deviations from the principles commonly applicable to other 
types of business. 

(2) Strong influence of income tax laws on the accounting practices of oil and 
gas companies. This frequently causes substantial deviations from conventional 
accounting principles otherwise applicable. Such deviations are occasioned, for 
example, by the optional expensing of intangible drilling costs, etc. 

(3) Aecounting distortions occasioned by extreme application of the theory of 
rapid recovery of investments in wasting assets. 

(4) Lack of any generally agreed basis for allocation of joint costs, i. e., the 
cost of gas produced with oil, ete. In rate cases where this issue has arisen there 
has been a great amount of controverted testimony concerning the most equitable 
method. 

(5) Necessity to resolve basic questions of accounting, including those men- 
tioned above, in order to afford a basis of consistency necessary for regulation. 

(6) Absence of prior regulation of accounts and necessity as a point of begin- 
ning for a prescribed uniform system. of accounts to determine authoritatively 
what recognition, if any, is to be given to previously expensed costs. 
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In order to resolve these and other technical problems, it would be necessary 
for the GCommission’s technical staff to do extensive research as to present ac- 
counting practices in the industry, consulting with state regulatory and indus- 
try representatives. The formulation of a system of accounts which would come 
about through these studies and conferences would: require a minimum of 2 
years’ time, exclusive of formal rulemaking proceedings before the Commission 
which would require a further estimated minimum period of 6 months for filing 
of responses and briefs, holding oral argument, etc. 

It should be noted that the establishment of a system of accounts would also 
require comprehensive financial reporting; otherwise, the accounting require- 
mepts would lack significance. The development of an informative and.practical 
repert form would require considerable time and also would involve rulemaking 
proceedings in coordination with the industry. 


STAFFING PROBLEM 


With an inadequate staff, even for present work, the Commission is not in posi- 
tion to undertake any immediate steps toward development of an accounting sys- 
tem for independent producers. Senior staff members would need to be detached 
from:/other work to devote their exclusive time to the project. These men 
would need to be of top caliber, experienced, and skilled in this type of work. 
Since the necessary qualified accountants cannot be detached from the Commis- 
sion’s already deficient staff, it would be necessary for recruitment outside the 
Commission. In addition, qualified attorneys would be required to cope with the 
legal questions which will assuredly be raised. Funds are not presently available 
for this purpose; therefore, if the work is required to be done an addition 
to the Commission’s budget is necessary. 

The staff problem could be helned, but not entirely solved, by availability of 
more funds. It is extremely difficult to locate and recruit capable accounting 
personnel, particularly those experienced in oi] or natural gas accounting or 
regulatory work. Our staff has lergely derived its natural gas accounting ex- 
perience within the Commission. Our extremely heavy work load, and tightness 
of available funds, has not permitted the Commission to institute an organized 
training program. AS a consequence the development of men for positions of 
responsibility has not been adequate, resulting in an overburdening of the small 
supervisory staff which’ we now have. Another problem has been of Seep con- 
cern ; a considerable number of our experienced and canable staff members, par- 
ticularly those experienced in natural gas rate case work, have left the Commis- 
sion for employment in industry at salaries considerably greater than Govern- 
ment salary scales. 

From the foregoing it is apparent that the problem of obtaining the necessary 
staff with which to devise the detailed accounting rules will be difficult, even 
assuming adequate available funds, 

Tt should be noted further that if the Commission adopts accounting require- 
ments for independent producers, permanent enlargement of the staff in sub- 
stantial proportions will be necessary to interpret and answer inquiries concern- 
ing the. accounting provisions, perform andits to insure compliance with 
accounting requirements and to insure reliability of accounts for regulatory 
purposes, to review reports, and conduct corresnondence relating thereto, and 
prepare statistical data. The independent producers also would incur addi- 
tional. expenses in rearranging their accounts and preparing reports to the 
Commission, Up to the present, independent producers, in general, have been 
unreceptive to regulation by the cost. standard and their resistance to any 
accounting control may be expected to render the task of establishing any system 
ef accounts much more difficult. 


CONTROVERSY AS TO UTILITY-TYPE REGULATION FOR INDEPENDENT PRODUCERS 


For ‘many years the Commission considered that the Natural Gas Act did 
not contemplate a utility-type regulation of natural gas producers. The inter- 
pretation was reversed by the Supreme Court decision in the Phillips case with 
whith you are familiar (347 U. 8. 672). 

Tt is not my purpose here to comment on the merits or possible inapplicability 
of utilitv-tvpe regulation for independent producers, or the significance of inde- 
pendent producer cost information. I wish, however, to point out that on two 
occasions the Congress passed legislation to amend the Natural Gas Act to the 
end that independent producers be exempted from rate regulation according to 
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the cost theory: In each case only a Presidential veto ;preyented the amend- 
ments from becoming effective, A bill for similar amendment of the Natural 
Gas Act is presently before the Congregs. Under the circumstances, it is believed 
the Commission has been justified in not initiating a broad accounting program 
requiring the time of a large staff when there have appeared to be strong pos- 
sibilities of overruling legislation by the Congress. 


CONCLUSION 


In view of the. foregoing comments the Commission does not, believe that it 
is justified in embarking on an accounting program for independent producers 
at this time. 


May I ask that this explanation be included in the hearings on our appropria- 
tion request for 1959. 


Sincerely yours, 
JEROME K, KUYKENDALL, 
Chairman. 
PRICE OF NATURAL GAS 


Mr, Yates. Some years ago I asked Mr. Smith what was the aver- 
age price of natural gas. I think he indicated 5 cents. Do you re- 
member that, Mr. Kallina? 

Mr. Katina. Yes. 

Mr. Yates. What is that average price now? Do you have an 
idea of what it approximates? 

Mr. Katina. No, sir. 

Mr. KuyKenpauu. I would guess 11 cents, 

Mr. Katina. I will supply the mee 

(The information requested may be found on p. 905.) 


HARRIS-O’HARA NATURAL GAS BILL 


Mr. Yates. I have a cli ping from the Washington Post for Feb- 
ruary 20 which states the following: 


Chairman Jerome K. Kuykendall of the Federal Power Commission defended 
the proposed natural gas bill yesterday and suggested that Texas Republicans 
seeking its passage had prejudiced their own case. 

“They had a just cause, a righteous cause, a legitimate cause,” he told the 
Washington Society of Investment Analysts. “But the Texans made it appear 
they are out to plunder the public. That’s not the case at all.” 

This was an apparent reference to the furore caused recently by a Houston 
GOP $100-a-plate appreciation dinner for Representative Joseph W. Martin, Jr., 
described by H. J. Porter, Republican National Committeeman for Texas, as “a 
friend of Texas, especially the oil and gas producing industries.” Since then, 
Capitol Hill observers have confidently predicted the natural gas bill is dead 
for the remainder of this legislative session. 

The bill would exempt natural gas producers*from price control by the Fed- 
eral Power Commission, At present, they are regulated as public utilities. 

“But they are not public utilities,’ Kuykendall told the security analysts 
yesterday. 


What is a public utility, Mr. Kuykendall? 

Mr. KuyKxenpau, The record of the hearings on the Harris-O’Hara 
bill would contain a t deal of material on that. I would say 
one of the essentials of a public utility is that it has an exclusive set 
of customers. It serves in a given area and the people receiving serv- 
ean that area do not have like service available from any other 
utility. 

Mr. Yates. This is not true with respect to natural gas companies? 

Mr. Kuyxenpatt. No, generally it is not. 








Mr. Yates. What about natural gas vee companies ¢ 

Mr. Kuyxenpauy. Well, I am oversimplifying a little bit. When 
one company serves one area and when one group of customers has 
only one choice, that is so. 

Mr. Yates. You favor the Harris-O’Hara bill ? 

Mr. KuyKenpa.u. Yes, that is no secret, Mr. Yates. I might point 
out that that was not the subject of my talk there. That matter 
just came up during the question and answer period. That is what 
made the headlines. 

Mr, Yates. The paper has not misquoted you, has it ? 

Mr. Kuyxrnpauu. The headline does. I did not defend any pro- 
ponents. 

Mr. Yates. You defended the bill? 

Mr. Kuyxenpauu. Yes. Also the paper states the bill would ex- 
empt producers. It would not exempt them. It would regulate them. 

I might say, Mr. Yates, now that we are on that point, that if that 
bill were enacted, and I know I will not change your views on it, it 
would give a machinery whereby the initial price was regulated and 
there would be no service rendered until the Commission had ap- 
proved that first price. 

Mr. Yares. Is there no machinery now whereby the service can 
be regulated ¢ 

Mr. Kuyxenpatt. I said the initial price. 

Mr. Yates. You think the initial price should be regulated ? 

Mr. Kuyxenpauu. Yes, 1 do with producers. 

Mr. Yates. Cannot the—— 

Mr. Kuyxenpaty. There, again, they are not public utilities in my 
opinion. 

Mr. Yates, Cannot the present act be amended to require the Com- 
mission to regulate the initial price ¢ 

Mr. Kuyxenpatu. Yes, the Harris-O’Hara bill would do that. 

Mr. Yares. It would provide a different method. 

I want to read from the report. of the Harris-O’Hara bill, Report 
837, House of Representatives, on H. R. 8525. It states: 

The bill provides in effect that the Commission, for rate-making purposes, 
shall treat gas produced by a natural-gas pipeline company, or purchased by 
it from an affiliate, on the same basis as it treats gas purchased in an arm’s- 
length transaction from a nonaffiliate. Thus, it is provided that for gas which it 
produces itself and sells for resale it will be allowed; as an operating expense, 
the reasonable market price of the gas, and for gas which it buys from an aff- 
liate it will be allowed, as an operating expense, the amount paid to such afli- 
liate up to but not in excess of the reasonable market price. 

A few moments ago you indicated a pipeline company was a public 
utility. 

This would give a pipeline company, a public utility, the same bene- 
fits as an independent producer, which you described as a nonpublic 
utility. Why should the public utility be given the same benefits? 

Mr. Kuyxenpatt, When you referred to pipeline company I 
thought you were referring to the activities of the pipeline and trans- 
portation of natura] gas. I consider the business of transporting 
natural gas in interstate commerce to be in the nature of a public- 
utility business. I do not believe that the production phase of it, no 
matter by whom it is carried on, is a public-utility operation. 
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Mr. Yarres. So that if a pipeline company were to buy gas from 
itself or through an affiliate it would be perfectly proper ‘for the 
pipeline company to pay any amount to its affiliate for the gas? 

Mr. Kuykenpatt. No, The bill does not say that. 

Mr. Yates. How would you keep it within bounds? 

Mr. Kuykenpaty. Following the formula set forth in the Harris- 
O’Hara bill we would determine the reasonable market price of the 
pipeline company’s produced gas or its affiliates’ produced gas and 
the pipeline company could not charge for the cost of gas, as an op- 
erating expense, any amount in excess of that reasonable market 

rice, 
, NATURAL GAS PIPELINE COMPANY OF AMERICA CASE 


Mr. Yates. Then the question I ask is how you determine reason- 
able market price. For example, in a case now pending in the circuit 
court of appeals, which involves the city of Chicago, in which I have 
an interest, the Commission recently approved an application by a 
natural gas pipeliee company, the Natural Gas Pipeline Company of 
America, to buy gas at a price of 15 cents when the price in that field 
up to that time had been 11 cents, Is that correct? 

Mr. Kuyxenpatu. As I recall it, that was a new area. There never 
had been any gas produced in that area before. 

Mr. Yares. I was under the impression one of your examiner’s had 
found that no basis for an increase had been shown over the 11 cents 
inthat area. Am I correct inthis? 

Mr. Kurkenpatn. No. This is the first gas ever sold in that field, 
at least in interstate commerce. 

Mr. Yares. I read from the brief of the petitioner in that case, the 
Oklahoma Gas Co., petitioner, page 7. Itstates: 

February 1, 1956, the presiding examiner issued an initial decision denying the 
application of Lone Star and granting certificates to Natural and the Producer- 
Applicants on conditions inter alia, limiting the price to be charged by the 
Producer-Applicants to a “base price” of 11 cents per thousand eubic feet— 
admittedly the highest prevailing price level and, as the presiding examiner 
found, conceded to be the highest price being paid in Jack and Wise Counties, 
Tex., and in fact the entire seven-county, north Texas area. 

The presiding examiner found and concluded that Natural and the Producer- 
Applicants had not sustained “the burden of proving that a price higher than the 


11 cents level is required in order to provide them with a just and reasonable 
rate.” 


He went on to say that if he were to— 


issue certificates to Natural and Producer-Applicants at the 15 cents level it 
would inevitably result in a general area price increase with consequent economic 
disruption. The certification of the Oklahoma extension project at the 15 cents 
level would ultimately result in far greater damage to public utilities purchasing 
gas in both the north Texas and southern Oklahoma area, to their customers, 
than the anticipated damage which led the Commission to impose its rate condi- 
tion in the Cities Service case. 


What would the market price be in an area like that? 

Mr. KuyKxenpatn, There was no interstate market there before. 

Mr. Yarns. The highest. price in that area, however, for all sales 
according to the examiner was 11 cents. There was nothing. inthe 
record, a3 I understand. it, which would contravene that. The Com- 
mission overruled its examiner and entered an order for 15 cents, 
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_The reason L have an interest in that is because I think it will have a 
direct impact on the price of gas paid by the consumers in the city of 
Chicago. Willit not? 

Mr. Kuyxenpaut. Yes, it will, There are a lot of things we do not 
know in that case. There is no evidence in the record as to what those 
producers ought to get. It isa new rate, and, as I said before, there 
is language in this Mobile case which seems to me to say positively 
that the initial rate is beyond the domain of the regulatory Com- 
mission. 

The Mobile case:was decided by the Supreme Court and the Service 
case was decided by a court of appeals. 

Mr. Yates. Was this rate filed under section 4 ? 

Mr. KuyKenpau. It was not under section 4. 

Mr. GatrcuHeiy, This was a certificate case. 

Mr. Karirna, It has not yet been filed. 

Mr. Yates, Where does the 15 cents price come into it ? 

Mr. Katina. In the certificate case the company’s proposed rate 
was 15 cerits, and they also filed as evidence contracts they had with the 
producers for the 15-cent rate. 


Mr. Yares. In your justification at the bottom of page 74 I read as 
follows: 


Beginning in the year 1956 and in subsequent fiscal years, the impact of regula- 
tion of independent producers under the Phillips decision has had a noticeable 
effect on pipeline company rate cases. In many instances the pipeline company 
rate suspension will require an analysis of the status of the rate schedules of the 
independent producers supplying gas to the pipeline company, thus materially 
increasing the manpower required to process a rate case. There are numerous 
producers supplying a major pipeline company and it is necessary to ascertain 
the rates legally effective with regard to each supplier as well as to determine the 
impact on the pipeline company of any suspension or general rate investigation 
proceeding in which any producer-supplier may be involved. 

With respect to the sale of the gas at 15 cents to Natural Gas Pipe- 
line Company of America did the Commission go into the question of 
whether that was a proper rate for the independent producers to 
charge! 

Mr. Kuyxenpauu. No. I think there is legal question as to whether 
or not we can. I am studying that problem nee now in connection 
with other matters before us. I probably should not express further 
views on it. 

I recognize the Signal case, which is a court of appeals decision. 

Mr. Yates. I will not ask you about cases pending before the Com- 
mission because that is your responsibility and I do not want to change 
that. 

I am trying to find out, though, how the consumers can be protected 
in the event the Commission does not examine the prices charged 
by the independent producers in the first instance. 

Mr. KuyKenpatt. I think the best way the consumers can be pro- 
tected in that regard is by an amendment to the Natural Gas Act 
which would give us the power clearly to reject initial rates that we 
think are too high and also give us a more expeditious formula than 
original cast studies, for determining what producers rates should be. 

r. Yates. Was there an initial rate for the Natural Gas Pipeline? 

Mr. KoyKkenpatu. For the producer 
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Mr. Yates. Therefore the Commission could have suspended, could 
it not? te > 

Mr. Kuykenpat. It is the producer’s rate. 

Mr. Yates. Just the producer’s rate in that instance ? 

Mr. KuyKenpatn, Yes. Obviously it will affect the cost. of service 
of Natural Gas Pipeline Co. 

Mr. Yates. It is almost a one-third percent increase, is it not? 
What does Natural Gas Pipeline Company of America pay for its 

s¢ 
Pr: KuyYkenpatt. Varying prices. 

Mr. Yates. Does it pay as much as 15 cents? 

Mr. Karuna. Yes. 

Mr. Yates. On spot purchases ¢ 

Mr. Katrina. This is not spot purchase. 

Mr. Yates. It has been buying on spot purchases, has it not? 

Mr. Katina. Yes. 

Mr. Yates. Has it been paying 15 cents? 

Mr. Katrina. I don’t know. 

Mr. Yates. Is there any way we can find out ? 

Mr. Kauirna, We can find out whatthey paid by examining’their 
annual report. Would you like to have that? 

(The following statement was supplied later:) 


Natural Gas Pipeline Company of America—Prices paid in fields for natural gas 
purchased from producers, September 1957 


Field State Cents per thousand Number of 





cubic feet contracts 

eS ola ane diacetate catananipanucs Oklahorma - 16, 20, 16. 00 4 
Camstok Southeast. . ... 440) 5-45 oop peda Se 16. 00 21 
ites seeundenas<enn~<soneahe seers TUE, ---.4- 7.21 1 
TE di dung salt SEED ds £1 bash dee do. ... 2. 16. 00 6 
Hugoton (Dorchester). ........- Lanai aariicigiiaciten Oklahoma _. 9, 82 1 
mmo... _.. seb Sat g452.. E40. Texas_____. 12. 00 8 

ver County Oklahoma 15. 50 1 

IL ates 1-0. clnncrcsné sage anceseseemr es Texas... 8. 05, 6. 62, 9. 05 4 
EE ned cab iol ndddbcens -oksue Di sicniw dé 9, 83 2 
White Deer. Mee te oa 7,21 1 
South Forgan Oklahoma -_ 15. 00 1 
ie et Og = afd -| 16. 00, 9. 82 2 
B more... __- Texas. 16. 15 1 
Grand Valley___.......- Oklahoma _ _ 16. 00 1 
i i S oncillaett 16. 00, 15. 00 5 
ebovesctbsathasbhead ds esd i LU isd SOOT Texas_...... 15. 00, 15. 65 2 
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PRICES PAID FOR SHORT-TERM SPOT PURCHASES OF NATURAL GAS 


In docket No. G-4280 (Jack and Wise Counties, Tex. extension), Natural Gas 
Pipeline Company of America introduced evidence showing that they were pur- 
chasing 84,000 thousand cubic feet of gas per day under short-term “spot pur- 
chase contracts.” These purchases were from : 

Phillips Petroleum Co., 25,000 to 60,000 thousand cubie feet at 14 cents. 
Shamrock Oil and Gas Corp., 20,000 thousand cubic feet at 12 cents. 
Cities Service Gas Co., 35,800 thousand cubic feet at 10.72 cents. 

As stated by Congressman Yates, the original contract for purchases of gas 
by Natural Gas Pipeline Company of America in Jack and Wise Counties pro 
vided a base price of 15 cents per thousand cubic feet which was reduced during 
the course of the hearing to 14 cents per thousand cubic feet... The 14 cents per 
thousand cubic feet price is the price at which the gas is now being delivered. 
Delivery commenced late in 1957 which is contrary to the testimony given by 
Mr. Kallina that the deliveries had not yet commenced. 
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Mr. Yates. You would be surprised if it were 15 cents, would you 
not, for spot purchases ? 

Mr. Katina. For spot purchases, yes. 

Mr. Kuyxenpvatu. This is a large volume purchase. 

Mr. Katina. Spot purchases give a lower price. It is gas the 
producers cannot dispose of ordinarily. 


NATURAL-GAS FACILITIES AND SERVICE 


Mr. Yates. Does the Commission take into consideration the effect 
of such contract upon the consumers who will ultimately have to 
buy the gas? I speak of the effect of an increase from 11 to 15 cents. 

Mr. Kaira. We are going back to the merry-go-round we were 
on this morning. The Commission in its certificate proceedings takes 
into account the overall economie feasibility and the effect on the sales 
price by the pipeline of the increased cost involved. 

Mr. Yates. Does it take into consideration the possibility of serving 
the communities along the route at a cheaper rate when there is another 
pipeline in the field ? 

Mr. Kasia. I don’t follow that question. 

Mr. Yates. Is there not. pending now in the city of Chicago an 
es ig by Midwestern Tennessee to serve the Chicago area? 

r. Kauura. Yes. 

Mr. Yates. Did the Commission take that application into consid- 
eration in considering this approval of the application of Natural Gas 
Pipeline Company of America? 

Mr. Kaira. That case is in the brief stage. 

Mr. Yates. Briefs before the Commission ? 

Mr. Kaurra. Yes. 

Mr. Kcyxtenpatt. The fact of the matter is that it is undisputed 
that the Chicago area needs this Jack and Wise Counties gas, or vol- 
umes equivalent, and more, including any that might be supplied by 
Midwestern. Midwestern’s proposed sales to the Chicago area are 
only industrial sales. 

Mr. Yates. The information given to me was that Midwest proposed 
to tap tremendous stores of gas in the Canadian fields and to bring 
it down for use in the Chicago area. 

Mr. Kouyxenpauu. They do not propose to bring it inte the Chicago 
area, no. 

Mr. Kauirna. The Midwest project commences at.a connection with 
the Tennessee line in Portland, Tenn., and it extends on up into Minne- 
sota. ‘They propose to put gas in from Tennessee Gas ‘Transmission 


Co. down in Tennessee and they also propose to get, Canadian gas in. 


northern Minnesota. 

The breaking point on that line is somewhere around Eau Claire. 

Mr. Kuyxenpatt, The gas from the South would flow north to 
somewhere around Eau Claire. 

Mr. Katia. That is right. All the gas to Chicago would be from 
‘Tennessee Gas Transmission Co. reserves in Téxas and Louisiana.” 
..Mr. Yares. This company has not represetited to the Commission 
that,it. proposes to tap the Minnesota fields in order to serve the Ohi- 
cago area ? yvileh 
Mr. Katira. No, sir. 





| 
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Mr. Kuyxenpatn. They propose to bring gas from Alberta and 
British Columbia into Minnesota and Wisconsin. . 

Mr. Yarres. Only as far down as Wisconsin ¢ 

Mr, Karima. It is one continuing line but the flow is in both direc- 
tions and they meet at the breaking point, which is about Eau Claire, 

Mr. Yates. According to this map it is a continuing line and 
near the Chicago area to Joliet which is the point that the Natural 
Gas Pipeline Company of America flows into the Chicago District 
Pipeline Co. for transmission to the Chicago distributing company. 

r, Karuna. That is true. 

Mr. Yates. So it could serve the Chicago area, could it not? 

Mr. KuyKenpatu. The only proposition they made was to serve the 
two steel companies. 

Mr. Kauitwa. By the time the gas gets to Eau Claire from Canada 
it will be dissipated and used in the existing market they propose to 
serve in that area. The same thing is true by the time the gas gets 
to Eau Claire from the South. It will be a sort of mixing point. 
Physically all of the gas that project proposes for the Chicago area 
will come from Tennessee Gas Transmission Go, 

Mr. Yares. Are the examiners of the Commission pretty expert 
people ¢ 

Mr. KuyxKenpna.t. I think we have a pretty good group of examin- 
ers by and large. 

Mr. Yares. How many times do you overrule your examiners in 
rate cases ¢ 

Mr. Kuyxenpatu. I have no figures-on that; I think they are af- 
firmed much more than they are reversed. If you are thinking about 
that Jack and Wise business—— 

Mr. Yates. That’ is what I am thinking about because it hits so 
hard at the consumers in Chicago. 

Mr. Kuyxenpatn. I think 1 am correct in this. My memory may 
be a little hazy but I think the facts shaped up differently after the 
examiner’s decision. There was an agreement worked out between 
Lone Star and Natural Gas Pipeline Co. who during the case had 
been opposing each other. 

Mr. Katitina. Those two competed for the gas supply and then 
worked out an agreement, but that did not affect the-—— 

Mr. Yates. Who protects the consumers and the public interest? 

Mr. Katina. The Commission. 

Mr. Yates. The Commission is supposed to. 

Mr. Karina. T think they did in that particular case. 

Mr. Yates. With an increase of 4 cents over what the current price 
was in the field ? 

Mr. Karuina. The basic problem there was that despite the Mid- 
western project, as the chairman pointed out to you already, the 
Chicago area was desperate for additional supplies of gas. Natural 
Gas Pipeline Company of America went and explored throughout the 
Southwest and they finally came across this supply of gas in the Jack 
and Wise Counties area. They went ahead and made their studies 
and found out they could pay 15 cétits, bring this gas into the Chicago 


area, and supply this tremendotis ‘tinsatisfied demand the Chicago 
area had. 
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‘They ‘were under constant pressure from aceet to get more 
gas into the area. I do not remember the exact. figures but there were 
thousands of consumers without’ gas. The'wanted it in that area. 

Mr. Yares. I know that and the newspaper reports last December 
indiéated now they will not get gas because of the so-called Memphis 
decision. I think I read something in the paper that Natural Gas 
Pipeline Company of America had silspiontio®’ construction of its 
pipeline pending clarifications of the Memphis decision. Is my mem- 
ory correct on that? 

Mr. Garcnet. That is right, but it was not only this pipeline. 
There was also another pipeline company. 

Mr. Yates. So gas will come into the Chicago area ? 

Mr. Gatcnety. Yes; Jack and Wise County gas will. 

Mr. Yates. What was Natura] Gas Pipeline Co. referring to, then, 
in the story which indicated they were suspending further action? 

Mr: Karima. They have a project to get gas from Colorado Inter- 
state Gas Co. at Beatrice, Nebr., and bring in an additional 200 million 
a day into Chicago. 

Mr. Yates. At what price? 

Mr. Katia. The price at Beatrice, Nebr., is about 30 cents. This 
gas is to be purchased from another pipeline company, Colorado 
Interstate Gas Co. 

Mr. Yates. Is this a large supply ? 

Mr. Kaira. Yes. 


NATURAL GAS RATES IN CHICAGO 


Mr. Yates. What will happen to the consumers’ bills in Chicago? 

Mr; Karina. We do not know until we get into that. 

Mr. Yates. Have you any idea? Do you think a price of 30 cents 
for the gas will cause an increase in consumers’ rates in Chicago? 

Mr. Kaira. It probably will. 

Mr. Kuyxenpaut. There is not only the problem of keeping prices 
down but there is a matter of trying to supply the needs of the public. 
I do not know what would have happened in this Jack and Wise 
Counties matter if we had said, No, you cannot sell the gas for over 
10 or 11 cents, or some figure, which would have been arbitrary. There 
might. not have been any gas for Chicago. 

Mr. Yares. There might have been, As a matter of fact, during 
the course of the proceeding the companies voluntarily reduced the 
price from 15 cents to 14 cents, did they not? I am quite sure you 
will find that instead of 15 cents they reduced it to 14 cents. If you 
check it you will find the companies themselves went down from 15 
cents to 14 cents. 

I am a little confused by one thing here. That is that under your 
view, there is no protection even under the Phillips’ decision of the 
consumers. from overcharges by the independent producers at the 
wellhead for the reason as expressed by you that it is an initial tariff. 

Mr. Kuyxenpa. I am only talking about initial rates. Do not 
take what, I say as the final word on the law. It is a difficult question, 
The courts upheld a decision lowering the rates in the Signal case. 

Mr. Yates. You have a contract now between Natural Gas Pipeline 
Company of America and the producers in Jack and Wise Counties 
for the sale of natural gas at 15 cents. Can the Commission in a sub- 
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sequent proceeding find that the natural gas producers are over- 
charging and reduce that contract ? 

Mr. KuyKxenpaun. We could start a 5 (a) investigation any time, 
like the one with Phillips. It is cumbersome. We could make a cost 
study of those producers in Jack and Wise Counties and from that 
make a determination of what the original rate should be. We always 
have the power to do that. It is a cumbersome and tedious procedure. 

Mr. Evtns. When did the Commission ‘put the limitation on the 
ammount in the Signal case? 

Mr. Gatouein. At the time of the issuance of the certificate. 

Mr. Evins. What year was it? 

Mr. Kautrna. I believe August 1955. 

Mr. Evins. August 1955. Have you had any similar actions to put 
limitations on other cases since that time? You admit the law is not 
clear in this field since this decision. They have upheld you, the court 
upheld the Commission. 

Mr. Kuyxenpatt. Yes, 

Mr. Evrns. I think that was a fine action on the part of the Com- 
mission. Have you done that in other cases since August 1955? 

Mr. Kuyxenpatt. I do not believe so. 

Mr. Evtns. Why have you not done it in other cases? 

Mr. KuyKkenpatt. We have one or more coming to us now where 
that would be under consideration. 

Mr. Evins. My point is, if you did it in that case and the court 
upheld you, why not do it in others? 

Mr. Karta. In the Signal case the Oklahoma Natural Gas Co. and 
others were in there and they did present considerable evidence on the 
subject. The Commission had this evidence before it, so they could 
see that the impact was what the Commission found and conditioned 
the certificate bond on such evidence. In the other cases we have not 
had that evidence. 

Mr. Evins. The Commission has the statutory authority and you 
have the imagination and the initiative to invoke that principle in the 
other cases if you wish. 

Mr. Katina. The chairman just pointed out we can do that under 
section 5 of the act. 

Mr. Evins. Very commendable, 

Mr. Yates. As of this moment we do not know whether the prices 
being charged by the producers in Wise and Jack Counties to Natural 
Gas Pipeline Company of Americt are exorbitant, do we? 

Mr. Kuyxkenpatt. No. We still do not know whether the pro- 
ducers’ prices in which Mr. Evins is interested are reasonable. 

Mr. Yates. Whose duty is it to protect the consumers in that? 

Mr. KuyKenpauu. We have the jurisdiction over the rate. 

Mr. Yates. Do you not become suspicious when the price in the field 
is 11 cents per thousand cubic feet and the parties enter into a con- 
tract providing for 15 cents? 

Mr. Karina. No, sir. 

Mr. Yates. Should you not become suspicious ? 

Mr. Katrina. No, not when a lot of those contracts are intrastate 
contracts where you had a buyers’ market in that the buyer was the 
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only one interested in buying that gas. A lot of these.contracts are 
fairly old and predated the current economic conditions we have, 
Oklahoma Natural was in there buying local gas for local. distribution 
and I beheve Consolidated Gas Utilities, I may be wrong, for a local 
intrastate system they have. As I say, in effect it,was a buyers’ mar- 
ket.‘ They found gas with no one to sell it to: except those already in 
therbesc) : 

‘MroEvins. Will you explore the Memphis case further / 

Mr. Yares. I will. I do not want to leave this with almost a third 
increaséin price without going into the question further before gomg 
into the Memphis case. 


SECTION 5 (A) CASES 


If the. Commission were to inaugurate a section 5 (a) proceeding 
against the producers in Wise and Jack Counties, and found that the 
rates were exorbitant and established a rate which was lower and 
which it; found was just and reasonable, would the producers be bound 
to continue to furnish that gas to Natural Gas Pipeline Company of 
America? 

Mr. Kuykenpauu. Yes, and that is another consideration we have 
in mind... It is possible that had we endeavored at that time to con- 
dition the certificate, the producers might haye refused a certificate. 
They, do. not have to accept it with that condition in it. But ence 
they have started rendering service and are certificated then they are 
natural-gas,companies and under the law they cannot abandon service 
and we can start. a 5 (a) investigation. 

Mr. Yates. In how many such instances has the Commission. in- 
stituted 5 (a) actions? 

Mr, Kuyxenpauu. I think Mr. Kallina gave the number. 

‘Mr. Katrina. They were not all 5 (a) cases. Out of those 35 other 
proceedings we had 
Mr, Yates. Against independent producers? 

Mr. Katrrna. That is right. According to my count 32 of the 35. 
__Mr, Yames. You have already instituted 








Mr. Katina. Investigations by the Commission, 5 (a). 

Mr. Yates. Can you put a list of those in the record? 

Mr, Kaira. I can give this to the reporter when we get through. 
(The information referred to follows :) 








911 


B. Other. rate matters : 








Company — Order issued Subject 
0. 
1. Phillips Petroleum Co-.-_..25.2.---.-.---2e0-. G-1148 | Oct. 28,1948 | General investigation of 
Status: Hearing began June 1956 and con- rates. 


cluded December 1957. Initial briefs to be 
filed simultaneously by all parties by Apr. 
1, 1958. Reply briefs to be filed simultane- 
ously by all parties by May 5, 1958. 


By nie cepntis ie teapot ena k Se G-8919 | May 19, 1955 | Investigation of rate ap- ft 
Status: Hearing began July 18, 1055. plicable to sale to Mis- 
Recessed until further notice pending con- sissi River Fuel Corp. if 
clusion of Pan American proceeding G-8697, in oodlawn field, fq 
et al., which is now awaiting Commission Texas, # 
action. No fieldwork contemplated. # 

3. Cotton Valley Operators..................---.-- G-9086 | June 30,1955 | Order to show eause why 
Status: Consolidated with Midstates rate schedule fer sale to it 
G-4932, et al. suspension and certain certifi- Louisiana-Nevada a 
cate proceedings. Examiner’s decision is- Transit should not be tf 

sued Aug. 14, 1957 denying increases, order- filed. 


ing refunds, canceling rate filings and certifi- 
cates, and ordering the CVOC to make fil- 
ings. Oral argument Oct. 24, 1957. Await- 
ing Commission action. / 
4. Mississippi River Fuel Corp_- eo G-9097 | July 45,1955 | Petition re determination / 
Status: Consolidated with suspension pro- of volumes for which / 
ceedings of Pan American, G-8697, et al. MRF isobligated to pay. 
Examiner’s decision issued Feb. 8, 1957 | 
denying MRF petition for relief and a 
declaratory order for determining volumes. | 
Awaiting Commission action. 


Items 5 through 22: General investigations of rates as outgrowths of 16 complaints filed by Tennessee Public 
Service Commission et al., regarding rates charged by certain independent producers te Tennessee Gas 





a Company 
6. Alfred ©. Glasswell, Jr. _...2.-.-—--.0---2222-s | G-9278 | Jan, 27,1956 
Status: Fieldwork completed. | 
6. Pan American Petroleum Corp-._--_- G+9279A |..... MD... 2 ake 


Status; Fieldwork started: Fort Worth 
division—from April to September 1956 and | 
resumed in January 1958 for cleanup; Okla- 
homa City division—began April 1956 and | 
completed in January 1958; Casper divi- 
sion—began August 1957 and nearing com- | 
pletion; Houston division began 1958. 
Omnibus hearing began Jan. 7, 1958 and | 

i recessed to Apr. 14, 1958. 
f 7. Continental Oil Co. . ..+.22281-}| G+O279B |..... DOs. dita 

Status: Fieldwork started “April 1956 and | 
is nearing completion. Omnibus hearing | 
poem Jan. 7, 1958, and recessed to Apr. 14, 
1958. 





Items 8 and 9 consolidated for hearing purposes 


8. Champlin Oil & Refining Co... ...........2..- G-9277 | Jan. 27, 1956 
9, Champlin Oil & Refining Co............-.---. G-9280 
Status: Staff’s case based upon cost evi- 

dence completed. Hearing recessed De- 

cember 1957 until further order. Omnibus 

hearing began on Jan. 7, 1958 and recessed 

to Apr. 14, 1958. 
10. Western Natural Gas Co ; | G-O9281 j_.... do 


Status: Staff’s case based ‘upon ‘cost evi- 
dence completed. Hearing recessed July 
1957 until further notice. Omnibus hear- 
ing began on Jan. 7, 1958, and recessed to 
Apr. 14, 1958. 
11, The Altex Corp. is aE. G-0282 |...ud0........ 
Status: Fieldwork completed. 
12, The Atlantic Refining Co-_ 
13. The Atlantie Refining Co 
Status: Fieldwork started February 1957. 
Omnibus hearings began on Jan. 7, 1958, 
and 4 ssed to Apr. 14, 1958. 
Be meet ey, Wite oscs-—. 0410 itn ises. ‘ 
Ralph E. Fair, Ine. 
i Status: Fieldwork completed. 


22311—58—pt. 2—-—_58 








| 
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B. Other rate matters—Continued 











Company — Order issued Subject 
0. 
US... One OR Doles. 5.8. 0s. hi AU G-9286 | Jan. 27,195 
Status: Fieldwork completed. 
16. Humble Oil & Refining Co...-..............-... G-0287 |._... Quh..< 
17. Humble Oil & Refining Co_-..._.....-........-- G-O288 }...........-.-. 


Status: Fieldwork started June 1956. 
Omnibus hearing began on Jan. 7, 1958, and 
recessed to Apr. 14, 1958. 
TOPO FE ES, 0-20 Se ne enn ce denerns- G-9289 | Jan. 27, 1956 
Status: Fieldwork completed. Omnibus 4 
hearing began on Jan. 7, 1958, and recessed 
to Apr. 14, 1958. 
19, The Nueces i ian ks tl) G-9290 |...-. MDS 
Status: Fieldwork completed. 


Items 20 and 21 consolidated for hearing purposes with G-9716 et al. 


20.. Sinclair Oil & Gas Oo.._-............-..-..-2-- G-9291 | Jan. 27,1956 


1. Geeeier OF C' Ode Os: 2... 5. 55345. Get. toe ee 


Status: Staff’s case for Tulsa branch 

based upon cost evidence completed. 

Hearing recessed until further notice. 

Fieldwork on Houston branch (formerly 

American Republics Corp.), started March 

1957, nearing completion. Omnibus hearing 

ea Jan. 7, 1958 and recessed to Apr. 

14, 4 

Bs I SII intense G-13310 | Sept. 27,1957 | General investigation. 

Status: Consolidated with items 77 


pose of hearing. Recessed on Oct. 30, 1957, 
until Mar. 18, 1958, for cross-examination of 
staff -witnesses. Omnibus hearing began 
on Jan. 7, 1958, and recessed to Apr, 14, 1958. 


28. Kinet O88 Oe... <0. <5 4_ POV Se ABS shack G-0943 | Feb. 2,1956 | Rehearing on rejection of 
Status: No fieldwork undertaken. rate schedule No. 12 
covering sale to Arkansas 
Louisiana Gas Co. 
24. Ralph R. Gilster, et ai-_ .--.--| G-9042 | Feb. 7,1956 | General investigation. 
Status: No fieldwork undertaken. — 
25. J. M. Huber Corp. _.-.-._.- ...---| G-10246 | Apr. 13, 1956 Do. 
Status: No "ieldw ork undertaken. i 
ite tice dle rhoctnnncnno}isentec G-10414 | May 17, 1956 Do. 
Status: No fieldwork undertaken. 
27. Superior Oil Co.._--- ....-----}| G-10501 | June 4, 1956 Do. 
Status: No fieldwork undertaken. | 
28. British-American Oil__..........-.2......-....- G-10615 | June 16, 1956 Do. 
Status: No fieldwork undertaken. 
29. Kerr-McGee Oil Industries, Inc_.-._.......-..- G-10616 |_.__- ete? ot Do. 
Status: No fieldwork undertaken. 
30. Union Oil Company of California.._..........- G-10783 | July 24, 1956 Do. 
Status: No fieldwork undertaken. 
iy SE IO sn, Be peinigutnoresbactns G-10784 |.-... i tented Do, 
Status: No fieldwork undertaken. 
32. Magnolia Petroleum Co_.._..............--... G-12401 | Apr. 15, 1957 Do, 
Status: No fieldwork undertaken. 
33. Cities Service Production Co. _..._......--2..-. G-12780 | June 24, 1957 Do. 
Status: No fieldwork marientakee. 
i. Uniew Prequcing Oo. ..5....--.2252....)..5..5- G-10060 | Oct. 3,1957 | Order to show’ cause why 


rate schedules and certi- 
ficate applications have 


not been filed 
Status: Company filed rate schedules 
Oct. 31, 1957. Order issued Nov. 6, 1957, 
postponing hearing watil further order of 
Commission. 
35. Northern Natural Gas Producing Co... .-.._--.- G-13338 |. .... do. _.....| General investigation. 


Status: Fieldwork in pee in con- 
junction with Northern Natural Gas Co., 
G-12153. (See pipeline section.) 
36. Texas Gas Exploration corp Sin wctssoieuioalbebacaliaaiiie G-13008 | Aug. 12, 1957 Do. 
Status: Terminated by letter Jan. 17, 
1956 to Texas Gas Transmission Corp., will 
not report again. pipeline section in 
G-10751 and G-12823 





| 
| 
| 
i 
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EFFECT OF “MEMPHIS DECISION” 


Mr, Yates. Mr, Kuykendall, I return to the article of the Washing- 
ton Post on February 20 and I quote: 


Kuykendall also told the meeting that expansion of the Nation’s natural gas 
transmission facilities has been almost completely paralyzed by the “Meniphis 
decision.” 

Then you go on to say: 

. | think if the consumers think they have won a victory in the Memphis case, 
they are in error. 

Did you say that? 

Mr. KuyKEnpaqy. Yes. 

Mr, Yates. Why is that? 

Mr. Kuyxenpaut. Well, I will put it this way. We know why we 
have regulation of public utilities, because they have most of the 
characteristics of monopolies. One company only is available to serve 
certain customers. That is why these pipelines are regulated, 

At the moment the pipelines are cnght fs little short. They cannot 
abandon service and they have to continue selling gas perhaps at the 
old rate rather than at a higher rate which they thought they could 
file. But I feel quite sure that the time will come when the pipeline 
companies will get the upper hand in the bargaining. That will come 
about and is already existent in your Chicago area. When the public 
wants more gas and when the distributing companies are trying des- 
perately to buy more gas, then, the pipeline company is going to have 
the advantage in bargining. The pipeline company will be able to 
say, I will get you some more gas, but the rate is going to be so and so 
and we will not supply you with that gas unless you agree to that 
higher rate. The distributing company will simply have to agree to 
the higher rate or else go without the gas for its customers. 

Also, I do not see how under existing law expansion can take place 
because the pipeline companies’ financial condition is too question- 
able. New demands cannot be met unless the pipeline companies have 
the ability to attract the capital to build the facilities for increased 
demands. 

Mr. Evins. In that case if the people got the gas they would get it at 
a higher rate. They want the gas and they are willing to pay more for 
it. Under that sort of theory it seems to me if they want t BAS, the 
only way we can get it is pay a higher rate. It seems to me that the 
Commission should intervene like it is doing in the 16 investigations, 
cases. In all of these cases the increased rates have already gone into 
effect. In the Memphis case you allowed the increased rate to go into 
effect. Somebody brought proceedings to prevent that increased rate 
from going into effect. 

Mr, KuyKxenpauy. That wasa pipeline case. I believe we suspended 
the rate, which would mean that any portions of the increased revenue 
found to be excessive would have to be refunded. 

Mr. Katina. This was a suspension of a proposed increase in 
rates filed by United Gas Pipeline Co. under section 4 of the act, and 
the city of Memphis as well as several other customers intervened in 
that case. The Commission went through the normal proceeding of 
investigating the rates of the pipeline company and had prescribed 
new rates lower than what the United Gas Pipeline Co. had filed but 
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higher than what Memphis apparently thought»they should pay— 
in effect they decided they would illegally be paying—and went to the 
courts and that is where it stands‘now. The Commission did not in- 
stitute that case under section 5a. 

Mr. Yares. All the court said was, if the company does not get the 
consent of all of its customers with whom it has contracts at a certain 
rate, it shall then institute its proceedings for an increase under section 
5 rather than under section 4. Is that not correct? Is that not what 
the court said ? 

Mr. GArcnett. I think the court said that. But the court was rely- 
ing on the Mobile case where the Supreme Court said a pipeline com- 
pany could go also to section 5 to get an increase. Section 5 does not 
permit filing of a complaint by a natural-gas company, only by some 

urchaser or municipality; or the proceedmg can be initiated by the 
ommission on its own motion. A section 5 proceeding is prospective 
only. 

Mi. Yates. You mean the court was in error, as we talk back and 
forth here, the court was in error in stating that section 5 was the 
channel by which a contentious proceeding should be tried rather 
than section 4? 

Mr. Gatcuety. I think the court was in error in assuming the fune- 
tion of section 5 as Congress has written section 5. Section 5 was put 
in the act so that the Commission may examine on its own motion or 
some purchaser or municipality can complain about the rates of the 
company being too high. It has uniformly and consistently been used 
by the Commission to reduce rates, not to increase them. 

The Supreme Court in the Mobile case said the companies should 
use it as a means of increasing rates. This can be done by a company 
filing under section 14 of the act, a general petition asking the Com- 
mission on the Commission’s.own motion to institute a section 5 pro- 
ceeding. 


REQUIREMENTS UNDER SECTION 4 AND SECTION 5 OF THE NATURAL GAS AOT 


Mr. Yates. What are the requirements of the Commission under 
section 4 and what are they under section 5? 

Mr. Garcnety. Under section 4 when the company files a rate in- 
crease the Commission requires very detailed showings, cost of service, 
amount of costs that haar beast changed to justify the increase, amount 
of the increase as related to each specific type of service to be rendered 
under that particular proposed increase. 

Such a ding is in very great detail to justify the increase. The 
Commission examines it and if in its opmion it looks like the increase 
might be unjust or unreasonable the Commission suspends it within 
30 days. That suspension cannot continue longer than 5 months, At 
the end of 5 months the company has an absolute right to put it into 
effect subject to refund. 

In a section 5 proceeding, the Commission—because the company 
does not make the filing—the Commission starts the investigation on its 
own motion or upon complaint of somebody. The Commission makes 
exactly the same kind of investigation as in any other section 4 pro- 
ceeding. It goes into what the cost of service is and makes as detailed 
2, Study as if it was under section 4 with respect to the validity of the 
reasonableness of the rates being charged. 

















915 


Mr. Yaress. If the court of appeals is correct, it will be more difficult 
for a company to obtain an increase if it is required to go in under 
section 5¢ 
_Mr. Garcuetct. It will be more difficult. The way it affects expan- 
sion 

Mr. Yares. Of what? 

Mr. Gatcoueti. Any pipeline companies. To render additional 
service to Chicago somebody has to pay for the gas that will go in to 
serve these additional homes where they need gas. They have to have 
additional pipe facilities to get the gas up there: It costs more today 
for construction of anything, pipelines, compressors, dehydrators, all 
of the equipment. It costs more when they buy the gas in the field 
than it did 5 or 10 vears ago when the Natural Gas Co. had its first 
contracts. 

Therefore, in order to earn a return on this additional investment 
at.a higher rate per thousand cubic feet sold, the company proposing to 
furnish this additional service must be assured of a higher return; 
namely, a higher rate, higher revenue. I do not mean higher return. 
It must have a higher revenue. ‘The return, of course, would still be 
the fair return allowed by the Commission. 

It cannot be assured of that increased revenue under a section 5 
proceeding until the Commission has gone through all of the detailed 
processes of the section 5 proceeding. 

That is why we think it is going to hold back expansion because 
unless these companies can get the consent of all of their customers, 
not only in the Chicago area where they want the gas but in those 
areas where there is no economic incentive upon the purchasers from 
the pipeline to agree to an increase, unless they can get the consent of 
all those customers they cannot go under a section 4 rate increase pro- 
ceeding. 

Mr. Yates. They would have to go under section 5? 

Mr. Garcnenu. Yes, sir. 

Mr. Yares. Insofar as Mr. Kuykendall’s statement about the con- 
sumers and their victory is concerned, the consumers without gas may 
a Bare a victory but the consumers who are using gas may have a 

nefit. 

Mr. Gatcue.i. The customers using the gas at the lower rate and 
not desiring any expansion of their service will be temporarily ahead 
but that is a temporary situation because as the gas supplies available 
to the pipeline dwindle they have to get new supplies. They cannot 
get those new supplies to make the same service and same deliveries 
they are now making, they cannot get those new supplies at the same 
prices from the producers that they used to get. 

Mr. Yates. That depends on the Commission and its findings, does 
it not, as to what is reasonable? 

Mr. Gatcuett. I do not know any authority in the Commission and 
I doubt if Congress could require a producer to go into the interstate 
business if he did not want to. 

Mr. Yates. That is correct, but once having gone into the interstaté 
business, he has devoted his gas to the public service and is subject to 
regulation. 

Mr. Gatcuety. That is why the Commission thinks under section 4 
they have control over these companies because when they suspend 
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and the higher rate is put into effect after suspension, itis subject to 
examination and to refund of those excess amounts which the Com- 
mission finds not to be justified. Those are the figures that were given 
to’you on page 72. 

FAIR RATE OF RETURN 


Mr. Yares, What, is the fair rate of return? 

Mr. Garouent. About 6 percent is what the Commission has been 
using. 

Mr. Yates. For the pipeline companies. 

Mr. Gatouetn, Yes, sir, around 6 percent. 

Mr. Yates. Has the Commission established a fair rate of return 
for independent producers? 

Mr. Gatcue.t. The independent producers have been pretty hard 
put to justify the increases that they have filed. We have suspended 
1,140 producer increases and in order to justify them the Commission 
is requiring the producers to. show cost res. This the companies 
have failed to do and no case has come before the Commission where 
they have discharged their burden of justifying the increase. 

Mr. Yares. I do not know that you have answered my question. 

Mr. Garcuetn, I want to, 

Mr. Yates. Has the Commission established a fair rate of return for 
a producer yet? 

Mr. Garcux. I think the Commission has—— 

Mr. Koyxenpauu. No. In the cases I have seen, the evidence has 
been far from clear or convincing as to what would be a proper rate 
of return for a producer. 

In some of the small cases we have disposed of, the parties generally 
agreed to maybe 9 or 10 percent, which seemed like a reasonable 
amount. But it is nothing like it is with the pipelines where just about 
6 percent, more or less, constitutes a proper rate of return. 

Mr. Yares. You have not established a fair rate of return for pro- 
ducers ¢ 

Mr. Kuyxenpauy. No, and it may have to vary from producer to 
producer. 

Mr. Yates. Have you established any rate bases for any independ- 
ent producers? 

r. KuyKENDALL. Yes, we had a few small cases. I have to con- 
tradict Mr. Gatchell. He said we had none. 

Mr. Gatoueti. They are very small, None of the big companies, 
where they have had a rate case like with the pipelines. ey have not 
had those. 

Mr. Yares. What was the basis for establishing the rate base? 

Mr, Gatcuetn. The Commission has fixed-—— 

Mr. Domers. Christie-Mitchell. 

Mr. Yates. What was the basis used ? 

Mr. KuyKenba.,, Original cost. 

Mr. Yates. In those cases you requited the natural gas producers 
to file their statements as to their cost ! 

Mr. Kuyxenpauu. Yes, they submitted some cost evidence. I think 
the staff helped some of those little producers. 

Mr, Katina. We. went and got a lot of that evidence and they 
put them together and voluntarily submitted it. 
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Mr. Yates. Something is wrong here. In last year’s hearmgs on 
page 1909, I asked Mr. Kuykendall the question : 

How can you know whether the rates are just and reasonable unless you 
know what the costs are? I take it the Commission now has a duty of inquir- 
ing as to whether the rates are just and reasonable of those subject to regu- 
lation and therefore I would assume that the Commission would seek to ascer- 
tain the basic costs of the various companies under regulation. 

Mr. KUYKENDALL. We have not sought to ascertain basic costs of these 9,000 
independent producers and I do not believe that is feasible or workable. 

Mr. Yates. Don’t you think it is required under the law? 

Mr. KUYKENDALL. No. 

Does that mean you have changed your mind? 

Mr. Kuyxenpayi. There must be a context to that, 

Mr. Yates. I thought my memory served me correctly on that. 

Mr. KuyKkenpa.t. I think the context was about the annual reports 
but I said I did not think it was feasible or workable to ascertain basic 
costs of 9,000 independent producers. My experience of the last year 
does not cause me to change my views on that. We have done it for 
just. a handful of small preducers, but not for 9,000 of them. 

Mr. Yates. Do we have 9,000 of them? I though we had 7,200. 

Mr. Katrra. 7,800. 


SUSPENSION OF RATE INCREASES 


Mr. Evrns. I can understand there are exceptional cases in which 
companies might have a greatly increased cost for production or other 
unusual expenses. I can understand why there could be exceptions 
where you should allow perhaps some rate increases to go into effect: 
It seems that practive, however, should be the exception. Why should 
it not be the general rule that these rate increases would not go into 
effect until the Commission has made a determination? If they are 
exceptional cases, all right, but you make the general rule now that 
they all go into effect and 1, 2, or 3 years later you determine whether 
they are just and fair. Why not make the general rule that the rate 
shall not go into effect until the Commission has had a hearing, 
finding, and decision, with but few exceptions? 

Mr. GatcouELty,. The answer would be quite a long story, but I think 
basically Congress provided a 5-month suspension period because they 
thought in the proper administration of the act within that period 
the Commission could determine what was the reasonable price, what 
would be a just and reasonable rate to permit it to go into effect after 
the suspension period was over. That would be what you are sug- 
gesting, namely, that they do not put the increases into effect until 
the Commission has looked at them. But it has not worked out that 
way simply as a matter of plain manpower. It would be much 
better. 

Mr. Evtns. Instead of 5 months it now runs to 3 years or more. 

Mr. Garonett. That is right. We should do it much more quickly 
but we just have not had the manpower to do it. I think anybody 
would say if the Commission could do it in the 5-month period and 
permit only 60 percent of the increase to go into effect or 40 percent 
or 10 percent, it would be much better all around. 

Mr. Evtns. I agree 


Mr. Jonas. Is not the money produced by these increased rates im- 
pounded ? 
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Mr. Garcue.t. It is subject to refund in whatever amount’'the Com- 
mission orders it should be refunded and over the years the Commis- 
sion has required a refund that has averaged about 39 percent of the 
increases requested. 

Mr. Jonas. Is that not the answer to Mr. Evins’ question? Is that 
not the protection ? 

Mr, Evrns. It is not the full answer because they have had the use 
of this money for these years. 

Mr. Kuyxkenpatu. We charge them interest. 

Mr. Kauurna. Six percent. 

Mr. Kouyxenpa.L. It is not satisfactory. We should dispose of 
these cases within the 5 months so there would be no collection sub- 
ject to refund. 

MEMPHIS CASE 


Mr. Yares. I return to the article on February 22. In discussing 
the Memphis case the article says: 

The case has been appealed to the Supreme Court by the FPC. Kuykendall 
said that the schedule for filing briefs would permit arguments before the court 
as early as April 28. If the case is not argued this term, Kuykendall said there 
would probably be no ruling “for about a year. I think a year is too long for 
the natural gas industry to wait.” 

Is that correct ? 

Mr. Kuyxenpatt. I did not have a written text but I probably said 
something pretty close to that in substance. 

Mr. Yares. A year is a long time for the natural gas industry to 
wait. Itisalsoa longtime for consumers to wait. 

Mr. Kuyxenpatu. I talked about consumers too. I did not write 
the article. I pointed out consumers would suffer under this decision 
in my opinion. 

NATURAL GAS EXPLORATION 


Mr, Yares. Has there been any new natural gas exploration in the 
last few years? 

Mr. Karuna. Yes, sir. Exploration and development is going on 
all the time. 

Mr. Yarss. Is there? What has been done? Is activity continuing 
or increasing ? 

Mr. Karuna. It is continuing. 

Mr. Yates. Do you have any statistics to show what they are doing? 

Mr. Katina, We have... The/American Gas Association Commit- 
tee on Reserves published statistics which show that new discoveries 
and. extensions of old discoveries are just about, holding the line with 
the annual production. 

Mr. Yates. Would you supply that information by years since,1955 
to the present time ? 

Mr, Katiina. Yes. 
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(The information referred to follows: ) 
Summary of estimated natural gas production, estimated proved reserves, and increase 


in proved reserves over prior year,’ 1951-66 
[Millions of cubie feet} 








Estimated Estimated Increase 
Year net proved re- over pre- 
roduction- | serves asof | vious year 
uring year | end of year 


WIR ino no cence en cen ends eccenesncconnvcconbesedeainnnentl 7,966,941 | 193,811, 500 8, 218, 801 
BIRR. Bess insite nennnqeononcosceneneresccncnn Site saem 8, 639,638 | 199,716,225 5, 904, 725 
BE iisecoccwnscwccecnswt ec ce scmienecctesonnsactianaeanent | 9, 238,540 | 211, 447, 132 11, 730, 907 
1954... * 7 —_— -| 9, 426,509 | 211,710,732 263, 600 
IT lat =» <osndons a apleyetane an 10m arngeoe apenas wn | 10,118,118 | 223, 697, 445 11, 986, 713 
Ri neem grinnedeshvcqnnnnsntocenen asonietas ieee lan | 10 i - 237, 774, 569 14, 077, 124 


1 Pressure base of 14.65 p. s. i. a. and standard temperature of 60° F. 
Source: 1957 Gas Facts (1956 data), p. 14. American Gas Association. 


PIPELINE CONSTRUCTION 


Mr. Yares. And the rate of pipeline construction is going up, 
too? 

Mr. Katrina. That I believe is just about holding its line. I be- 
lieve last fiscal year—wait a moment, I may have the figures here. 

Mr. Yates. Your job is increasing in that field because of addi- 
tional construction ? 

Mr. Kania. It was. In 1957 the gas plant investment covered 
by certificate authorizations issued by this ommission was estimated 
to be $616 million and this compares with $461.5 million of certificates 
issued in fiscal 1956. The figures in 1958 I believe will show a decrease 
from 1957, I would estimate about $550 million. 

Mr. Yares. Because of the Memphis decision ? 

Mr. Kautrna. I think that might have something to do with it. 


COST OF NATURAL GAS 


Mr. Yates. What about the cost of gas to consumers? Has that 
been going up, too? Does the Commission have studies on this? 

Mr. Katurna. No, sir. You are talking about the ultimate rates 
over which we do not have jurisdiction. 

Mr. Yates. Do you not know what is happening to rates to con- 
sumers in the metropolitan areas? 

Mr. Katirna. Generally but not specific information. 

Mr. Yates. Does the Commission not follow that ? 

Mr. Kaira. No, sir. 

Mr. KuyKxenpatut. The American Gas Association would have that 
too, sir. 

Mr. Yates. Do you have that information in your Commission? 
Can you get that information ? 


NES 


Se ES A OR I 
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Mr. Kuyxkenpau.. I do not know how recent. 

Mr. Kauuina. We do not have it in our Commission but we might 
‘be able to get it. 

Mr. Yares. Will you try to get it for me? I would be interested. 

Mr. GatcHeLu. You want that since 1955 ? 

Mr. Yates. Yes, if I can get it. 

Mr. Tuomas. You might put in a table also showing in 1955 what 
the price was at the well head. 

(The information referred to follows:) 


Natural Gas 


AVERAGE VALUE OF NATURAL GAS AT WELL HEAD AND AT POINT OF CONSUMPTION 


Data on production and sales of all natural gas in the United States are 
processed and published by the United States Department of the Interior, Bureau 
of Mines. Average value at well head and for residential and for industrial 
use excluding carbon black and field use for 1955 and 1956 from these publica- 
tions are shown in the tables titled “Average Value at Well Head and Marketed 
Productien of Natural Gas in the United States, 1955 and 1956” and “Average 
Value at Point of Consumption of Natural Gas in the United States for Resi- 
dential and Industrial Use, 1955 and 1956.” 

In interpreting the changes between 1955 and 1956 it should be noted that 
in addition. to changes in prices per thousand cubic feet of natural gas, average 
value as reported will be influenced by— 

1. Changes in the proportion of natural gas purchased in high priced areas, 
sometimes involving gas of high hydrocarbon content or gas delivered at higher 
pressures, or, where step rates are applicable, gas sold in the higher rate blocks, 

2. Changes in severance or sales taxes paid by the purchaser. 
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Average value at well head and marketed production of natural gas in the United 
States, 1955 and 1956 ' 























Well head average value Quantity 
(cents per thousand cu- (million cubic feet) 
State bic feet, 
1956 1955 
Middle Atlantic: 
ROE ee ins ob 6 9 0 - dn dheees ~dheb bend . 4, 098 3, 637 
Pennsylvania. __... etncear aaa Se naeiionkade ; 104, 508 99, 172 

PURI, sp npenn tna 6t2 > le 29. 108, 606 102, 809 

| East north central: 
de sctiens sietiensceo) dhtings\enksasol Cb : 25, 368 33, 756 

| IR sith whkenc Salvin dNeddees okdteenks : c 791 1, 226 

| Ebi Min ncndahiedukapditinatmennoenants \ 5 6, 177 8, 033 
DEMO: dice <3 pas 2-4 das ~ scann thee \ a 10, 911 8, 300 

II inno. achinostneth she enodilicnnaea ; . 43, 247 51,315 

; —————S=S ——SSS=—_ >—=—=[2RQ[al_aL™=SEBShS=S=[===E=IO=E=E=__»_L_L_LLLEEOSSSED 

West north central: 

i Missouri. -__.. D eute Suedinecduh ain amp nee cael . ; 12 15 
North Dakota__............- <tt> vididiin cline . 7. 11, 725 12, 515 
RN Bk, oon d pao + ccc) bene << Boeke 4 13, 541 5, 256 
PEED. nkcnene nc d 4 abe 526, 091 471, 041 

| Subtotal... ad. .t8 i hook ek 551, 369 488, 827 

' 

' South Atlantic: 

Moeryinné..... ....5.--c0svnh% ee + : 4, 619 3, 116 

ee oe ne oc eam , . 2, 926 968 

Went VaGiiee. .- ich p..-... ah es e 5 ‘ 204, 717 212, 403 

Niki Sac bbcne dike sph hackbe ISR . } 35 | 36 
Gebbbetell,. 52.---.) 80..-.., Slice... 24 212, 297 | 216, 523 

East south central: > Teta ae 

I bitin os dd yk sna na Sarai 73, 687 73, 214 

a on ccdctiicn <<} huescecnecca 45 

RE in in 22.34 - 2 oe ab Wiiseowceumediad . . 42 282 

Mississippl..........s5..+... sith otnncicnna iii } 185, 137 163, 167 


ain icccneoue 13.6 14.0 258, 911 236, 702 


Beet aa. <<. 5 .36--.-<, 


West south central: 
Arkansas. _...-- 



























ntotabdintabdddmeiacdl 6.0 5.6 30, 162 32, 123 
Louisiana. _- vr 11.4 11.3 1, 886, 302 1, 680, 032 
Oklahoma... de 8.0 7.4 678, 603 614, 976 
Reh tensed oh hertnos pdiieentnawte dei 8.7 8.0 4, 999, 889 4, 730, 798 

EI, hen shhh p cweneh ein cago 9.3 8.7 7, 594, 956 7, 057, $29 
= ———_—=~= — = — = ——s 

Mountain: 

Montana._............- * dae 6.8 7) 25, 847 28, 255 
Lo)” Saree " adie 8.6 8.5 84, 398 77, 819 
SY A eth nw nkatinahoh oh dpeduevcchuede 9.8 9.4 54, 205 49, 152 
New Mexico... ........ a - 8.8 ee me 7 os 
DEER. 5 J aticc ccc ba pale bab Gat dda cd nn ch ben bdegpace acide f 
Tee el 14.1 13.9 | 17, 268 17, 163 
ee ne amend 9.3 8.9 808, 079 713, 068 
Pacific: California _.....-...-.-----.---..------ asl saa a 504, 458 538, 178 
oa eS EEL. dnt ck 22.5 22.2 | 504, 458 538, 178 
ee ee SS 

United States total..............--...-..- 10.8 10.4 | 10, 081, 923 9, 405, 351 


oat 8. Department of the Interior, Bureau of Mines, Mineral Market Reports MMS. No. 2577 (1955), 
13 (1956). 
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Average value at point of consumption of natural gas in the United States for residen- 


tial and industrial use, 1955 and 1956 


_ 





Residential service 


Average value. 

















State (dollars per | Increase or de- 
thousand cubie | crease (—), 
feet) 1956/1955 
(dollars) 
1956 1955 
New England: 
vow trempenme.. 2... 1.75 1.72 0. 03 
a cc a enee 2.22; 2.30 : 
Rhode Island_._..._...- kab pttaete Ace 2. 58 2. 67 —.09 
I oe iit, che ae uwhpiews 1,85 1.97 —.12 
Middle Atlantic: 
i cw cele 1.23 Lil ; 
RO re ee nt Borde casks 2. 03 2. 01 y 
Deen Tene Ls. SS ek . 92 . 99 —.07 
East North Central: 
re  aeae . 68 . 67 
in Sn dll AE SERRE RES SEA Sis y SSS .99 GO loose i inak 
eet. on, bak 2 eis. 1.03 1.00 
EEE ae eS See ee . 94 . 93 
I re 1,29 1.31 -- 
West North Central: 
CE LETS Oe ee ..94 . 88 
i ee aaa en ai ties . 82 . 83 =_ 
Missouri. a eeleatieee aaa 75 . 76 - 
etn ee ol. . 80 . 80 |. < 
ottn PONG a. foi oe ee esse se 
pS ES ent .78 pti eee 
RS. dee een, Sa ae . 56 . 58 a 
South Atlantic: 
Delaware. _.._- a) 1.41 1.43 _§ 
Maryland and District of Oolumbia-- . . 
Virginia. ....__-. 7 1. 54 1. 54 S 
Wee Vee Sais . 58 . 55 
rene RB os cee 1.70 1. 76 — 
SES SOIR. occ ocean gp cerass 1,89 2. 01 _ 
Georgia_...-._.-._- Lciakin cima eh aeiaa tip haies 1,09 F 
Florida. __- EE 5, 2. SRS . 86 . 85 
East south central: 
he ae - 67 . 66 : 
Sn cc ancedcencesudenoun . 85 . 87 -. 
SI ah ai inet cena sng Waning . 96 91 
Mississippi. dein emson bate .77 70 | 
West south central: 
SE ee dee ccinae Baste . 59 . 58 
Serer 6) oo be . 65 . 63 
SI, ges awanedow ae . 62 . 61 
be ile ale a 7 71 
Mountain: 
ON Si itn sacs asain; iaithanced ‘ . 59 . 58 
ee ee cue 55 . 50 
ee nn cuae eo . 76 
New Mexico__-__- berate -aibatatiea ad .74 . 68 
Arizona and Nevada...___________-- . 96 .93 
ks asc pinese tances - 66 - 68 
Pacific: 
oa Pe Toancaae a . 80 
Oregon and Idaho....-.-.-.-.-...-_-. c+, Ol RR Sr a ee . 83 
Rhee antihs sess cede oginwomyns 81 .79 . 02 . 32 
United States total........- amare 91 . 89 . 02 . 25 





Source: U. 8. Department of the Interior, Bureau of Mines, Mineral Market Reports MMS. 


(1955), 2713 (1956). Average value rounded to nearest cent. 


Industrial service 


feet) 





Average value 
(dollars per 
thousand cubic 











Increase or de- 


crease (—), 
1956/1955 
(dollars) 


J . . . 
S& S8es 


so 
so 


01 
—.01 


No. 2577 
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Mr. Yates. Can you let me know how much of an increase will re- 
sult to the ultimate consumer in Chicago as a result of the contract 
entered into between Natural Gas Pipeline Co. and the Wise & Jack 
producers ¢ 

Mr. Kaira. No, sir, I cannot. 

Mr. Yates. Has Natural Gas Pipeline Co. been given an increase as 
a result of this? 

Mr. Katrina. No, sir. 

Mr. Yares. You mean it is absorbing the additiona] cost? 

Mr. Katrina. They have not gone into service yet. 

_ Mr. Yates. But they will aply for an increase, will they not? 

Mr. Katurna. They may or may not. It depends on other costs. 

Mr. KuyKENDALL. bia 4 will not be able to apply under the 
Memphis decision unless the customers agree. 

Mr. Katrina. Congressman Thomas says he wants those prices at 
the well head. I do not know whether we can get them at the well 
head but we can in the field. It would be a tremendous job to break 
them down. 

Mr. Tuomas. Do the best you can, They are mighty small amounts. 
You will not have any trouble getting them. 

Mr. Yates. In the report on the Harris-O’Hara bill there is this 
statement on page 7: 


Availability of supplies is as important as reasonable prices and without a 
ehange in the act it is very doubtful if the necessary risks will be undertaken 
to discover and develop the huge supplies now required to feed the many inter- 
state pipelines. 

The activity that has taken place does not seem to sustain that state- 
ment, does it? They have really been exploring for natural gas, have 
they not? 

Mr. Katina. They have been, yes. 


INDEPENDENCE OF REGULATORY AGENCIES 


Mr. Yates. Mr, Kuykendall, when the Federal Communications 
Commissioners were before our subcommittee I asked them the ques- 
tion as to whether or not it would not be better to preserve the inde- 
pendence of their agency, if, one, the Chairman were selected by the 
Commissioners rather than by the President and, two, if the agency 
were not required to submit its budget to the Bureau of the Budget. 

Do you have any views on that ? 

Mr, Kuykenpauu. I commented on both those points not long ago 
before the Harris Subcommittee of the Interstate and Foreign’ Com- 
merce Committee. 

First, as to the supervision of our budget by the Bureau of the 
Budget, I suggested this: That I think the Bureau of the Budget can 
do us some good and can render us some help. I therefore would not 
recommend that they be prohibited from reviewing our estimates. 
But I recommend we be allowed, nevertheless, to submit our budget 
to the Congress exactly as we think it should be without any reference 
to what the Bureau of the Budget thinks it should be, but that this 


committee, the Congress, also receive the advice of the Bureayw of the 
Budget and then weigh both.. 


anes 


: 
| 
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Mr. Yatxs. The Small Business Committee of which 1 am a member 

suggested that, the independent agencies submit their budgets directly 

to the Congress, sending a copy to the Bureau of the Budget so that the 

Bureau of the Budget may bs advised and may want to come before 
the Congress to give its views. Isthatreasonable? 

Mr. KuyKenpau.. That may be all right, but I think the Congress 
might be aided if budget hearings for the independent agencies were 
held by the Bureau. This would not stifle the agencies and probably 
would help them. Let the agencies submit it as they see fit and let the 

' Bureau recommend not only after an office review but after a hearing 

| and after getting any additional information desired. 

Mr. Jonas. How would the President submit his budget to Congress 
| under your theory ¢ 
| Mr. KuyKenpna.t. I would think he would have to submit his budg- 
et, including what the agencies thought they should have and not what 
the Bureau thought they should have. 

Mr. Jonas. He would not know unless there is some deadline at 
which time all of your information comes in. 

r. KuyKENDALL. There are agencies now not under the Bureau of 
the Budget’s supervision. The.courts are not under, and I do not 
believe the General Accounting Office is. 

Mr. Domers. The General Accounting Office does submit its esti- 
mates to the Budget Bureau. 

Mr. Jonas. The legislative branch budget is not under it but the 
President is informed in advance what the legislative requests are. 
I wondered what procedure would be followed. 

Mr. KuyxEnpa.t. I suggest the same procedure we use now except 
that if the Bureau of the Budget reduced our estimates, we would not 
then have to recompile our budget in accordance with their ceiling if 
we did not think it was proper. We could still submit it as to what 
we thought was proper and let the Bureau submit their comment. The 
Bureau could be advised and the White House could be advised so they 
would know what those figures were. 

Mr. Yares. What about the President’s appointment of the chair- 
man ? 

Mr. Kuykenpatu. There, again, I have only served as chairman 
as wellas member. I brought this out at the prior hearing: That un- 
der the Federal Power Act I am not subject to removal as chairman 


during my term. So I do not feel that I am under any subservience to 
the White House. 





ILS a Re eC 


Mr. Yares. Does the White House ever communicate with you 


on pending cases ? 
Mr. Kuyxenpatyi. Every now and then they will forward over a 


letter that someone has written to them and ask us to answer it for 


them, or prepare a suggested answer for them. 


Mr. Yates. Does the White House ever suggest procedures with 


respect to pending cases ? 
Mr. Kuyxenpatt. No. The White House has not interfered with 


us in any case that we have had before us as to the merits of the- 


case. They have only made inquiries to satisfy'somebody who had 
inquired of them, 


Mr. Yates. Are you required to clear your requests for information: 


from industries which you regulate with the Bureau of the Budget? 
Mr. KvuyKenpAatL. Questionnaires; yes. 
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Mr. Yares. Do you feel that this is a salutary thing? 

Mr. KuyKenpatt. It is a little bit of a nuisance to us but I don’t 
object to it. I think the purpose is good. Everybody in business 
seems to feel that the Government butts into their affairs too much 
and submits too many questionnaires. If they can be minimized, I 
think it is good to do so. 

We haven’t had any trouble that I know of in getting what infor- 
mation we thought we needed, I will ask the staff to correct me if 
Iam wrong in that statement. 

Mr. Garcueti. The Commission did reserve. to itself the right to 
decide what to do in the event it submitted a request. to the Budget 
Bureau under the Federal Reports Act and the Budget Bureau 
wouldn’t agree to the questions which the Commission felt should 
be asked. 

Mr. Kuyxenpauu. I am willing to go through that procedure in or- 
der to try to minimize the burdens on the public. 

I would say this: If we ever got a disagreement. where the Bureau 
for.some reason or other says, “You don’t. need this information,” 
and we thought we did, I would get it anyway. 


SERVICE BY MORE THAN ONE PIPELINE TO ONE GEOGRAPHICAL AREA 


Mr. Yares. I don’t know whether this is a proper question or not. 
Tf it is not, tell me. 

You have stated that the people of the Chicago area—you and 
Mr. Kallina stated—people in the Chicago area are demanding more 
supplies of natural gas and for this reason, Natural Gas Pipeline Com- 
pany of America has sought to tap additional fields. Suppose Mid- 
western-Tennessee wants to serve the Chicago. area, too, and can pro- 
vide that area with additional amounts of gas. Does the fact that 
Natural Gas Pipeline Company of America is now in the field pro- 
hibit the service by another utility such as Midwestern-Tennessee 

Is this a proper question for me to ask in this matter? 

Mr. Kuyxenpaty. I think we could discuss it in an abstract way. 

Mr. Gatchell. We did in New York. 

Mr. Kuyxenpaty. Yes. There are 2 pipelines bringing gas into the 
Detroit area, 2 or 3 in New York, and 2 in New England. 

Mr. Yates. This is what you would consider to be a competitive 
situation, and serving the public interest? 

Mr. Gatcuett. The Commission has permitted it in New York 
City and permitted it in Detroit, additional pipelines to come into the 
field. 


Mr. KuyKenpatu. Of course we would have to find that there was 
a market for both sources, and it was feasible for the second line to 
come in, 

Mr. Yates. If what, Mr. Kallina indicated on the record is so, there 
must be a market in Ee Isn’t that right? 

‘Mr, Katina. That is right. 

Mr. Yates. Thank you, Mr. Chairman. 

Mr. Tuomas. Thank you, gentlemen. . It is always nice to see you. 
We like to do business with you. Come back to see us again. 

Mr. KuyKxenpauti. Thank you very much for your interest in us. 
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Turspay, Fresruary 25, 1958. 
HOUSING AND HOME FINANCE AGENCY 
WITNESSES 


ALBERT M. COLE, ADMINISTRATOR 

WALKER MASON, DEPUTY ADMINISTRATOR 

JULIAN H. ZIMMERMAN, GENERAL COUNSEL 

M. CARTER McFARLAND, ACTING ASSISTANT ADMINISTRATOR 
(PLANS AND PROGRAMS) 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

NATHANIEL J. EISEMAN, PRINCIPAL BUDGET ANALYST 


OFFICE OF THE ADMINISTRATOR 


LESTER P. CONDON, DIRECTOR, COMPLIANCE DIVISION 

JOSEPH B. GRAVES, JR., EXECUTIVE SECRETARY, VOLUNTARY 
HOME MORTGAGE CREDIT PROGRAM 

JOSEPH S. BROWN, DIRECTOR, COMMUNITY DISPOSITION STAFF 


COMMUNITY FACILITIES ADMINISTRATION 


JOHN C. HAZELTINE, COMMISSIONER 

JAY du VON, DIRECTOR, COLLEGE HOUSING BRANCH 

WILLIAM F. ABELL, DIRECTOR, SPECIAL OPERATIONS BRANCH 
HOWARD J. WHARTON, DIRECTOR, ADVANCE PLANNING BRANCH 
DOROTHY BOYCE, EXECUTIVE OFFICER 


URBAN RENEWAL ADMINISTRATION 


RICHARD L. STEINER, COMMISSIONER 

CHARLES L. OSWALD, DEPUTY COMMISSIONER 

S. LEIGH CURRY, JR., CHIEF COUNSEL 

RICHARD H. ADAMS, DIRECTOR, ADMINISTRATIVE MANAGEMENT 
BRANCH 


Mr. Tuomas. The committee will come to order. We have with us 
this morning the Housing and Home. Fimance Agency, certainly the 
upper half of it, anyway. Weare delighted to have our colleague 
and very able and genial Administrator, Mr. Cole. Mr. Mason is the 
Deputy Administrator. Mr,McFarland is here. Mr, Joseph Brown, 
Director of Disposition, is here. It is nice tosee you. I see Mr. Zim- 
merman., I see Mr. Frantz,.Mr. Eiseman, Mr: Condon, Mr. Graves, 
Then under Community Facilities Administration we have Mr. Hazel- 
tine, Mr: du Yon, Mr. Abell, Miss Dorothy Boyee. Under Urban Re- 
newal we have Mr. Steiner, Mr. Oswald, Mr. Curry, and Mr. Adams. 

This is certainly an outstanding and distinguished crowd of ladies 
and: gentlemen. Welcome aboard. It is nice to have you all. 

Mr. Administrator, do,you have,a statement, for ust We will be 
delighted to hear you. 

Mr. Cotz. I have a very short.preliminary statement that, I will 
read. 

Mr. Tuomas. Do not.make it.teo short. 
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GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Cotz. Mr. Chairman and members of the committee, once again 
it is my privilege to put before your committee the budget program 
and recommendations of the Housing and Home Finance Agency. 

Since these estimates were prepared there have been some changes 
in the general economic scene, and quite frankly these have not all 
been along the lines of our budget assumptions. We had assumed a 
generally stable but gradually rising level of overall economic activity, 
and prepasted what, appeared to be a reasonable and attainable level 
for the housing economy within that general context. 

Now, as the committee knows, we are experiencing the seasonal 
winter decline in the economy in more severe form than we have seen 
for several years. Unemployment is up, and production indexes are 
off in a number of areas. Quite naturally these circumstances give 
rise to concern both in and out of Government. A bright side of the 
picture which I am happy to point out is that the very programs and 
activities which form the sphere of interest and responsibility of 
HHFA—housing, urban renewal, community facilities—are serving 
as a vital source of strength to the overall national economy at. this 
time of stress. It is my conviction that, as we move ahead forcefully 
with the programs outlined in our budget presentation, they will also 
make an important contribution to, and may well even accelerate, the 
general upturn which I believe we will see sometime this year. 

As you know, Mr. Chairman, in past appearances before this com- 
mittee I have kept my pretensions to prophecy at a very modest level, 
and I intend to do so today. I will not predict, but I will give you my 
best judgment, or feel, if you like, about the situation as 1 see it 
and what seems to me likely to happen in the months immediately 
ahead. 

Let me say first that I do not believe the changed conditions in 
the general economy require us to revise the budget forecasts and 
program levels to any great extent. Our estimates were related to an 
assumed level of about 1,100,000 new starts. -As you perhaps know, 
the preliminary seasonally adjusted annual, rate in January was 
1,030,000. The final figures after adjustment, in our experience, 
usually run very slightly above the preliminaries. Considering that 
the January rate is above that for December, and substantially above 
that for January a year ago, the estimated level of 1,100,000 seems 
to me quite reasonable and achievable. 


AVAILABILITY OF MORTGAGE FUNDS 


This is all the more true in the light of certain other favorable in- 
dicators. I will not repeat what you heard in testimony on the FHA 
supplemental the other day; you are already aware that new eee 
tions for mortgage insurance are up very markedly both in absolute 
number and in seasonally adjusted rate. Furthermore, I can report 
to you a very definite improvement in the availability of mortgage 
funds, which is always a vital factor in the housing economy. Latest 
reports to FHA from the field show a substantial increase in the 
number of insuring offices reporting adequate funds available in their 
respective areas. There has also been a slight rise in the price of FHA 
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514 percent mortgages—a minor change percentagewise, but the first 
upward movement in home mortgage prices for a considerable period. 

Weighing these various factors, it is my judgment that what we will 
see in the balance of this fiscal year and in sca year 1959 is just about 
the kind and volume of activity that is needed, and just about what is 
forecast in our budget : 


NEW HOUSING STARTS 


First, new starts at about the 1.1 million level—not a boom, but a 
strong, vigorous housing industry producing enough new housing to 
meet the needs of new families with a substantial margin left over 
to upgrade the national housing ee and to assist in relocating 
families displaced by urban renewal, highway construction, and 
related activities ; 

Mr. Tuomas. What part of that 1.1 million is charged to the mili- 
tary housing program and break it down three ways, military, slum 
clearance, and highway construction? 

Mr. Core. If I may break it a little differently—I think I will get 
it all in eventually—we estimate about 70,000 for military, Capehart, 
and public housing. I do not have that figure broken further. We 
think 250,000 houses will be destroyed, demolished, lost by fire, et 
cetera. 

We think that some 75,000 families will be moving in from farms 
into the urban centers. To get to your direct question—we do not 
estimate individually the numbers of houses which will be used by 
people displaced by reason of slum clearance in this overall figure, 
but we do have a figure, Mr. Chairman, which we think is fairly 
accurate based upon guesses about the number of displaced families 
by reason of governmental action of all types. 

Mr. Txromas. You set up $2.5 million as I remember at $100 a throw 
for moving your families. That will not be too many, will it? 

Mr. Corz. Over a period of 4 years—— 

Mr. McF artanp. 247,000 for a 3-year period. 

Mr. Corr. 247,000 for a 3-year period. 

Mr. McFartanp. Urban renewal, highways and other Government 
displacement actions. 

Mr. Tuomas. For 3 years? 

Mr. McF artanp. The next 3 years. 

Mr. Tuomas. If that be true, your normal private housing starts 
you may have been underestimated, if we are going to have a young 
housing boom starting in 1960. 


POTENTIAL HOUSING BOOM 


Mr. Core. We do not think there will be any great young housing 
boom started in 1960. 

Mr. Tuomas. When, 1961 or 1962? 

Mr. Core. If we are talking about terms of boom—— 
_ Mr. Tenan, Anything above 1.1 million starts is a young boom, 
1s It not? 

Mr. Corz. Yes, it is a starter of a young boom. We would put 
that date ahead a little bit. You see, 1965 is the date we are talking 
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about in terms of about.1.3 million to 1.4 million. As we come back, I 
suppose some time in 1963, 1964, maybe 1962 we should go above 1.1 
Seifen. Do you have anything to add, Mr. McFarland? , 
Mr. McFartanp I think the significant thing to. observe here is 
that while there has been an awful lot of talk about a sudden upturn 


in household formation, the estimates of the census of the increases: 


in household formation in the early 1960’s are now more gradual 
than has been generally talked about. It goes up gradually from 
1960 to 1965 so at 1965 we would get to roughly 1.4 million. It is not 
a sharp increase, but seems to be gradual. 

Mr. Tuomas. You may continue, Mr, Administrator. 

Mr, Corz. Second, continued active trading in existing properties,, 
as families improve their individual circumstances; 

Third, major progress in our war against slums and blight, with 
some 340 communities actively engaged in the battle; 

Fourth, a continuation of strong productive activity in our various 
programs of assistance to urban planning, public works planning, 
college housing, and community facilities. 

In concluding these preliminary remarks, Mr. Chairman, I must 
not neglect to point out to the committee that we are having our prob- 
lems during this current year because of administrative budgets which, 
in many areas, are uncomfortably tight. You already know the story 
as regards FHA;; in that case, we had no choice but to seek a supple- 
mental authorization to avoid serious operating difficulties later in the 
spring. I am delighted that your committee has acted favorably on 
that request. 

There are other areas, however, where we are also in real trouble, 
although not quite to the point where we have felt justified in asking 
for immediate appropriation relief. The Urban Renewal Commis- 
sioner has repeatedly expressed to me his growing concern about the 
workload situation in those programs—especially the inability of the 
_—s regional office staff to handle the volume of work coming to 
them. 


FIELD OFFICE EMPLOYMENT 


Mr. Tuomas. We are going to have to talk to the Commissioner 
about that. You want to set up about 34 or 35 or 40 percent of the 
employees in the central office Sasi and only 60 percent. in the field 
offices. Why that allocation if they are overburdened in the field? 
Why that many here in the District of Columbia? If there is any 
reason for the field offices of the Office of the Administrator to exist, 
it is by virtue of the fact that they are handling this program. They 
cannot handle it if you put them in the District of Columbia. You 
have the Boston office, New York office, and those people are working. 
It looks to me like they are on top of your workload. It looks to me 
as if that should be your biggest workload area. 

Mr. Core. New York, Chicago, Philadelphia, on urban renewal. 
There is a growing, greatly growing workload in the Atlanta office 
and it is growing 1n the Texas office as well in urban renewal. I am 
not talking about Texas alone. 

Mr. Tuomas. Is that office in Dallas? 

Mr. Corr. Fort Worth. If you want us to go into that at this 
time we will or shall we hold that until we get to urban renewal? 
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Mr. Txromas. Let us wait until then. Excuse’me for interrupting. 

Mr. Core. That is all right. All the community facilities pro- 
grams are operating under conditions of strain, with the available 
staff spread thinner than is desirable for continuing operations. 
Even—perhaps especially—in our liquidating programs, where the 
budget amounts involved are small, we are having to stretch our in- 
genuity to its limits in an effort to keep all the bases covered within 
available funds and staff. 
_ In each case where we have requested increases in this budget, it is 
in an effort to solve the kinds of problems I have just referred to. 
We are not seeking or even wanting to achieve luxury levels, but we 
do think it is our obligation to lay before you what we think is needed 
to do a good job. I hope the committee will judge our requests in that 


light, and that we may have your understanding and help in coping 
with the problems we face. 


SPACE AND RENTAL COSTS 


Mr. Tuomas. That amount you are paying for District of Colum- 
bia rent is somewhat on the luxurious side. Is that not the highest 
space in Washington, $5.25 a square foot? You can go back to Kan- 
sas or Texas and buy half of the towns for that figure. Off the 
record. 

(Discussion off the record.) 

Mr. Corz. Mr. Chairman, I am sure the committee will realize that 
the amounts we expend in these sorts of areas—— 

Mr. Tuomas. Which building are you in? 

Mr. Corz. The Office of the Administrator ¢ 

Mr. Tuomas. Yes. 

Mr. Cotz. The Normandy Building. 

Mr. Tuomas. Where is that ? 

Mr. Core. 1626 K Street. 

Mr. Tuomas. Up from the Statler? 

Mr. Corz. Yes; a half block west of the Statler, just west of the 
American Legion Building. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Please continue, Mr. Cole. 

Mr. Corz. I have a prepared statement which summarizes the high- 
lights and I think it should go in the record. 

Mr. Tuomas. Very well. 

(The statement referred to follows :) 


OFFICE OF THE ADMINISTRATION 


Salaries and expenses 


The salaries and expenses appropriation provides administrative expense 
funds for 6 programs and activities conducted by the Office of the Administrator, 
the Urban Renewal Administration and the Community Facilities Administration. 
The appropriation request increases from $7,380,000 this year to $8,850,000 for 
fiscal 1959, while estimated year-end employment financed from these funds rises 
from 923 on June 30, 1958, to 1104 a year later. 

Most of the individual budget requests remain relatively stationary, increasing 
or decreasing by small amounts. One new item of $100,000 for defense planning 
activities has been added for fiscal 1959. 
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The principal, significant increase in the appropriation request is to provide 
administrative expenses for the conduct of the expanding urban renewal pro- 
grams. Our detailed statement of justification emphasizes that this increase— 
from $4,709,000 in 1958 to $6,085,000 in fiseal 1959—stems from the fact that 
workload in the urban renewal program has increased more rapidly than staff 
can be added within established budget limits. The volume of unfinished work 
has piled up at each key stage in the cycle of title I projects: Planning, land 
acquisition, land clearance and preparation, relocation, land disposition, and 
final project completion. The 1959 staffing request provides for restoration of 


a reasonable balance between staff and workload, using the most optimistic, 


assumptions as to increased productivity and efficiency. The bulk of the in- 
creased staff is requested for assignment to the agency regional offices. 


Urban planning grants 


This is an appropriation request of $3.5 million pursuant to the authorization 
contained in section 701 of the Housing Act of 1954, as amended, and will almost 
exhaust that authorization. The requested appropriation will provide funds 
with which the Urban Renewal Administration will make matching grants to 
State, metropolitan or regional planning agencies to help finance surveys, land- 
use studies and preparation of urban renewal plans. The demand for assistance 
under this program has been accelerating rapidly and it is estimated that by 
the end of 1959 over 1,150 localities and regional areas will be participating in 
various planning undertakings. 


Reserve of planned public works 


This budget request is an appropriation of $8.5 million pursuant to the 
authorization contained in section 702 of the Housing Act of 1954, as amended. 
The requested appropriation, together with repayment of earlier advances will 
permit the Community Facilities Administration to make some $10,250,000 of 
interest-free advances to municipalities and other local public agencies to facili- 
tate the advance planning of needed public works projects. 


Capital grants for urban renewal 


This is an appropriation request of $50 million pursuant to the authorization 
contained in title I of the Housing Act of 1949, as amended. The requested 
appropriation will provide funds with which the Urban Renewal Administration 
will make grant payments for slum clearance and urban renewal projects, in- 
cluding progress payments as slum properties and land are acquired; relocation 
grants for individuals, families and businesses displaced from project areas, as 
authorized by section 305 of the Housing Act of 1956, as amended ; for demonstra- 
tion projects undertaken pursuant to section 314 of the Housing Act of 1954. 


College housing loans 


The budget provides for a limitation on administrative expense requirements 
of the college housing loan program authorized by title IV of the Housing Act 
of 1950, as amended. The authorization request increases from $1,377,000 avyail- 
able this year to $1,675,000 for fiscal 1959. This would permit estimated year-end 
employment to rise from 175 on June 30, 1958 to 212 a year later to meet the 
sharply rising workload described in the program justification. 

In addition to the estimated receipt and handling of 320 new loan applications, 
the budget program for 1959 assumes the approval of 260 new fund reservations 
and 240 final applications. During the period there will be about 300 projects 
under construction; almost 250 bond issues will be awarded and another 270 
issues will be in process; and disbursement, repayment, and loan servicing opera- 
tions will expand proportionately. In addition, the staff will be concerned with 
an estimated 50 hospital loans for housing of student nurses and interns . 


Public facility loans 


The budget includes an administrative expense limitation for the public facility 
loan program authorized by title II of the Housing Amendments of 1955, as 
amended. The authorization request increased from $400,000 available in the 
current year to $550,000 for the fiscal year 1959. 

The public facility loan program—enacted primarily to assist small commu- 
nities unable to obtain adequate financing for their needed public facilities proj- 
ects in the open market—has experienced a very rapid growth, and the budget 
program forecasts continued growth. The loan applications are complex and the 
small cities and towns applying for assistance rely extensively on the Agency 
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technical staff to assist them in the development of sound projects within their 
ability to finance. In an increasing number of cases, the feasible projects devel- 
oped with Agency assistance have proved attractive to private investment funds. 
The larger staff request for 1959 will provide for handling a workload forecast 
at from one-third to one-half greater than that occurring during the current year. 


Revolving fund (liquidating programs) 


This authorization language covers a variety of liquidating programs of the 
Agency, some assigned for liquidation to the Public Housing Administration and 
others to the Community Facilities Administration. 

Liquidating emergency housing program.—Current schedules anticipate com- 
plete disposition by June 30, 1958 of all owned and leased properties under the 
several war and emergency housing programs. During 1959 and subsequent 
years, the activity will be confined to the accounting, servicing, and related ac- 
tivities in connection with the portfolio of mortgages acquired in partial payment 
for properties sold. The authorization requested for fiscal 1959 includes $500,000 
to manage the portfolio estimated at 14,400 mortgages with unpaid balances to- 
taling $178.7 million. Budgetary receipts in excess of $18 million are estimated 
for both 1958 and 1959. 

Since no property management or disposition activities are forecast for 1959, 
we have suggested the deletion of the obsolete nonadministrative expense limita- 
tion from the language text. 

CFA liquidating programs.—Continued progress has been made in liquidation 
under these programs, despite the lack of a market for many of the securities and 
properties involved. The expense authorization for fiscal 1959 includes $173,000, 
compared, with $142,000 available for the current year. This increase is re- 
quested, first, to provide staff to protect the interest of the Agency and the Gov- 
ernment in connection with foreclosure actions and legal proceedings in several 
cases under the Alaska Housing, Prefab Loan, and (RFC) Public Agency Loan; 
and second, to provide added. staff to accelerate collection of advances due the 
Government under the first and second advance planning programs. In com- 
parison with the administrative budget of $173,000 estimated receipts of $2,755,- 
000 are anticipated. 


Project inspection and audit 


The final proviso of the “Salaries and expenses” language text establishes a 
limitation on certain nonadministrative expenses estimated to be incurred in 
connection with the site inspection and fiscal audit of projects going forward 
under the urban renewal program, the college housing loan program and the 
public facility loan program. The budget estimate for these expenses increases 
from $1,750,000 for 1958 to $2.5 million for fiscal 1959. The larger estimate re- 
flects the progress of the three programs during the budget period. Funds to 
meet these expenses are provided by the payment of fixed fees by the public agen- 
cies and institutions who are the recipients of the financial assistance. 


FEDERAL HOUSING ADMINISTRATION 


Administrative expenses for the direction of the several insurance programs 
administered by the Federal Housing Administration are estimated at $7.4 mil- 
lion, an amount only slightly above the limitation for the current fiscal year. 

Nonadministrative expense requirements estimated at $39 million are related 
directly to the amount of staff time required to process applications for insurance 
and to provide for such property acquisition, maintenance, and sales activities 
as may be required. The sharp rise in new business during the current fiscal 
‘year has resulted in the submission of a supplemental estimate to provide an 
additional $2 million for field processing staff for the balance of the current 
year. This supplemental has already been favorably reported by this committee 
and if enacted by the Congress will make a total of $38 million available for 
nonadministrative expenses for fiscal 1958. The 1959 limitation request is only 
$1 million above the revised total for the current year, while in each category 
of workload, the budget estimates forecast greater volumes. 


PUBLIC HOUSING ADMINISTRATION 


The Public Housing Administration has two appropriation requests for the 
fiscal year 1959.. The first provides for administrative expenses incident to the 
administration and operation of the low-rent housing program. The budget 
estimate of $12.2 million is an increase of $760,000 over the amount available 
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for the eurrent year. The request will provide the staff required to complete 
the developmental phases of low-rent projects: authorized under existing statutes 
and to provide for PHA’s increasing management responsibilities in connection 
with some 450,000 units of low-rent housing. 

The second appropriation is for $114 million to provide for annual contribu- 
tions requirements during fiscal 1959 to assist in maintaining the low-rent 
character of eligible projects constructed under’ the Housing Act of 1937, as 
amended. 

In title II of the bill, the language text provides, among other things, for a 
limitation on nonadministrative expenses to be incurred in the inspection of 
low-rent housing projects during the construction period. A language change 
is suggested to remove from the limitation certain expenses applicable to the 


operation and disposition of the four remaining federally owned low-rent 
projects. 
; FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The limitation proposed for administrative expenses of the Federal National 
Mortgage Association is $4,750,000—the same as the amount available for the 
current year. This amount is considered adequate to provide for staffing require- 
ments for each of the three main functions of the Association : secondary market 
operations, special assistance functions, and management and liquidating func- 
tions. Within the total request, there are some shifts in workload emphasis 
among the three activities with related adjustments of staff expenses. The con- 
siderable increases in the portfolio to be serviced and in sales activity will be 
offset by the reduced mortgage purchasing activity in the Association's secondary 
market operations. 


HOUSING INDUSTRY ECONOMIC OUTLOOK 


Mr. Tuomas. Enlarge on the general economic outlook for the next 
ear. We will not hold you to it. Tell us what the picture looks like. 
here is no question about it, when the housing industry gets straight- 
ened out and a lot of construction goes on and a lot of new starts are 
undertaken it touches many economic facets. 

Mr. Corx. It touches very deep throughout the country. My idea 
is that housing is a leader in the economic stream if I may use that sort 
of language. 

Mr. Tuomas. What is FNMA doing? 

Mr. Corz. Purchases of FNMA are tapering off. 

Mr. Tuomas. What about sales? 

Mr. Cote. We are ae to show some evidence of sales. 

Mr. Tuomas. It has been a little rough. 

Mr. Conn. Yes, and it will be unless the market improves more, but 
we are now finding people who are inquiring about buying and I 
think we have made a few sales. 

Mr. Txomas. What sections of the country do you find may be 
approaching a little economic trouble? 

r. Cotz. Generally speaking, of course, those sections where they 
have had layoffs in industry. You will find that in some sections the 
automobile industry layoffs, other manufacturing plant industry in 
New England States, one or two spots there, in Pennsylvania I think 
you will find some. 

It is spotty, but in some places it is quite serious. It is not related 
primarily to any geographic area. We will find in some of the west 
coast places where they have laid off workers and they are having a 
problem. 

Mr. Bouanp. I think it is true ——- It is particularly true 
of California and the west coast. We have it in New England. What 
is the effect of a reduction—or let us say you build only a million new 





934 


starts in fiscal 1959. You do not get 1.1 million. How serious is that 
failure to reach 1.1 million as it affects the economy as a whole? 


EFFECT OF HOUSING STARTS ON THE ECONOMY 


Mr. Corz. It depends upon the reason for the failure. Let me say 
that I would never use the word “failure,” but I would try to deter- 
mine what caused the reaching of only 1 million when we had guessed 
perhaps 1.1 million or less. 

If you have the demand—by that I mean if you have sufficient 
people, household, families, ready, able, willing to buy and who want 
to buy 1.1 million houses in any given year—this is a matter some- 
times of judgment—assuming you have 1.1 million people wanting to 
buy, there is some reason they cannot get it. It may be they may 
not be employed and do not have a down payment or do not have 
the monthly payments. It may be that money could be tight, avail- 
able money may be tight, it may be difficult to get mortgage funds. It 
may be that they feel they are priced out of the market, that the houses 
which are available in the market are too high for them. 

Generally speaking, it is my judgment it is a question of availability 
of funds and continued employment. If the people are employed 
and have confidence they will continue to be employed and if the 
funds are available, you will meet the demand pretty well. The coun- 
try will meet the demand quite well. 

Mr. Botanp. What is the effect economically? Is it not true that 
the question of housing starts and construction has probably as much 
effect on the economy or more so than any other segment of our 
industry ¢ 

Mr. Core. As I said in answer to the Chairman’s question, we 
think the housing industry rather leads the market. It is my philoso- 
phy that we do not force the demand nor do we force the supply of 

‘funds. We think it is unwise for Government to create an unreal- 
istic market either in demand or in supply of funds. 

I think my answer to your question is that if there is not sufficient 
funds to meet a sound demand, then the country is not economically 
sound. Does that mean anything to you? 

Mr. Botanp. Yes. 

Mr. Mason. Yesterday I was in Chicago at the mortgage bankers 
meeting, and insurance companies’ investments in mortgages have 
dropped substantially in 1957 due to the fact that they could make 
mvestments in bonds and’ other types of investments which would 
give them a better yield. 

Now that pendulum is swinging and they are looking more favorably 
toward the mortgage market, which means in 1957 money was tight 
and it naturally affected housing starts. 

Mr. Botanp. What is the relationship to the demand for appliances, 
materials, and equipment? 

Mr. McFartanp. I think your question, if I understand it, goes to 
what would be the effect of a hundred thousand drop in housing starts 
on the economy generally ? 

Mr. Botanp. Yes. 

Mr. McFartanp. 100,000 housing starts would represent a ee 
expenditure of maybe $1.9 billion. Most economists I think would 
argue there is a multiplier of about 4 or 5 to 1—that that primary 
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expenditure of $1 billion in housing generates about $4 billion of 
subsequent expenditures. 100,000 housing units we are talking about 
would mean four or five billion dollars of expenditures in the economy, 
which is a lot of employment. 

Mr. Botanp. That is an amazing figure. 


SIZE OF HOUSING INDUSTRY 


Mr. Tuomas. Have we not had before information that the housing 
industry was a $15 billion business and somebody said it is nearer 
$25 billion or $30 billion? A million new starts at $15,000 is what? 
That is $15 billion. That does not include modernization, repairs, or 
anything else. 

r. Coz. That is right. 

Mr. Botanp. It is really far in excess of $15 billion. 

Mr. Mason. With ceulenena and everything, yes. 

Mr. McFartanp. About $7 billion is repair and maintenance. 

Mr. Bouanp. Think of it, $25 billion to $30 billion in the housing 
industry alone. That really runs into money. 


HOUSING AND INFLATION 


Mr. Vursett. Can you give us any very good opinion as to how 
much inflation has gone into the building of houses during the past 
year ? 

Mr. Cote. How much inflation has gone into housing? 

Mr. Vurseww. I mean cost of the housing going up—in other words, 
the labor situation is what I am getting at. For the past 2 years, is it 


5 percent ¢ 

Mr. Coz. We can give you the rise in the average cost of housing. 

Mr. Vursett. What is that? 

Mr. McFarranp. I think the cost of the components—the index of 
the cost of the components going into housing—is going up at some- 
thing under 2 percent per year in the last 2 or 3 years. It has leveled 
off in the last several months. 

Mr. Vurse.u. I am awfully glad to hear it has leveled off. 

Mr. McF aruanp. It had been going up. 

Mr. Vurseny. You mean there has only been 6 percent inflation or 
additional cost in housing in the past 3 years? 

Mr. Cote. In construction 

Mr. McF aruanb. No, sir. That is why I said cost of components. 

Mr. Vourseu. Is labor a component? 

Mr. McFartanp. Yes, sir. But whether or not the final selling cost 
of the house has gone up more than the cost of the components of 
course is a function of whether the builders have been able to take 
more profit. We do not have a very good index of the selling cost of 
houses generally. 

Mr. Vorsetx. There was something said about people pricing them- 
selves out of the market. We talk about $7 billion and $10 billion 
and $25 billion. Is it not a fact that the whole thing that we are 
doing with this housing thing—and I assume it is necessary-—we are 
giving incentives to building more houses, with lower starts from the 
standpoint of finances and then we try to control inflation and then 
we reduce it down again, with the result that we are constantly get- 
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ting more houses, more obligations, more debts, more pump priming, 
higher wage rates, higher building material rates all the time? Is 
there a summit that we will finally reach in this pampering of the 
economy of the country ? 

Mr. Osrertac. Off the record. 

(Discussion off the record.) 

Mr. Vursety. We go in and say there is great activity in urban re- 
newal. What causes that activity? Is the part the Federal Gov- 
ernment puts in, is that not it largely ? 

Mr. Coxe. It certainly helps. There is no question about it. 

Mr. Voursett. We are simply in the pump priming business, not 
only in this but in various other things in Government. 

Mr. Tuomas. Is that so bad? 


ECONOMIC POLICY IN HOUSING 


Mr. Cone. The use of the term “pump priming” causes me to cau- 
tion that we ought to. examine what we mean by pump priming. 
Frankly, as Administrator, I do not feel that the policies which the 
Housing Agency has in force or recommends are “pump priming” 
solely for that purpose. 

I must say that the Administration believes, as I interpret our atti- 
tude, that at times when we see the economy in such a situation that 
we feel that inflation is getting out of hand, we do take what we call 
countercyclical steps to try to dampen the inflationary trend. 

So it is that the Administration will take steps when we feel that 
the economy is sliding the other way—toward a depression—we take 
steps to encourage expansion. 

There is quite a difference between pump. priming and some of 
these steps. Let us take the action of FHA 

Mr. Voursety. I am in entire accord with FHA. 

Mr. Corz. FHA took certain steps to change downpayments on 
the discount regulations to attract more funds into the expanding 
areas, into the Middle West and West and that was very helpful. The 
steps which FNMA took—they have taken 2 or 3 within the last 60 
days—tend to raise and do raise the price which FNMA pays for 
mortgages. This is in the secondary market, where we borrow our 
funds from private individuals. It is an effort to assist, and this 
Administration will I believe, Congressman, assist when they feel 
that the economy requires it. 

It may be pump priming in your estimation. In mine, I do not 
accept the word, if I may contradict you. 

Mr. Vorsett. I think your answer is good. Off the record. 
(Discussion off the record.) 


HOUSING COSTS 


Mr. Voursetz. Would it not appear to you that if wages did not 
constantly go up and that houses could be built a little more cheaply, 
that there would be more houses built than under this present situ- 
ation that we have been in for the last number of years? 

Mr, Core. If I may rephrase it—true, if any of the component 
costs of housing would either level off or be restrained or lowered, 
including wages, there is no question about it that people would buy 
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more houses, with one exception, you must:remember: People must 
be employed. They must. be employed at.a wage which will permit 
them to buy houses and to meet the monthly cost. 

Mr. Vurseit. Then it follows that as wages continuously go up, 
then the cost of living goes up, and then you are in this,spiral, all the 
way through. 

I think it might have been a good idea and I think most of you 
would disagree with me, that if 3 years ago there had been a ceiling 
put on wages and on prices, both. .I do not think we can. continue 
this sort of thing without reaching a peak. I think the automobile 
people have, to an extent, priced themselves out of the market now, 
and that is one of the things bringing about this recession. I think 
if automobiles had been held down in price, more people would buy 
them. I think the records of sales show that. I do not think any- 
body will disagree with that statement. I believe that somewhere 
we should take some action to stabilize the economy of this country 
instead of a tug of war of incentive to keep up with the constant 
spiral of costs which is penalizing the farmer and penalizing the 
housewife and penalizing the people who are even on relief and on 
wages that cannot benefit and accelerate with the spiral of wage 
raising We are in. 

We try to let a post office construction contract, hold it up a year 
and it is $100,000 more than last year. Is that 2 percent? Those are 
facts that are facing us all over the country. That is all I have to 
say at this time, Mr. Chairman. 


r. Tuomas. That is a pretty good dose for this morning. 
GENERAL HOUSING PROGRAMS 


Mr. Osrertac. Mr. Cole, will you comment as to the general housing 
rogram and its relationship to the present status of employment and 
usiness and our economy. 

Is there anything abnormal, Mr. Administrator, with regard to the 
program? Mention of pump priming has entered into the question 
and I wonder if there was anything by way of abnormal programing 
in the housing field that might be regarded as a shot in the arm to 
our economy. 

Mr. Core. In the present program I answer a qualified “no.” The 
reason for the qualified “no” is that you must remember that FNMA 
has within its capacity and within any authorization which Congress 
might give it the ability to, and the power, to prime the pump. 

t us assume that FNMA is given an authorization of X million 
of dollars to buy mortgages, these millions of dollars are being given to 
FNMA by the Treasury. This would be an expansion of the economy 
and would be, as Congressman Vursell said, in the nature of a pump- 
priming activity. There is no question about it. We think our pro- 

ms generally, however, as we propose them, and as we are looking 

orward to the fiscal year 1959, show no abnormal action necessary, 

nor do we see any abnormal policies or extraordinary policies or dif- 
ferent policies in the housing agency than we are now carrying out. 

As I said, FHA has taken certain actions and FNMA has taken 
certain minor actions to alleviate the present deterioration in the econ- 
omy, but they are not of the strong medicine type. 
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Mr. Osrertac, I have this thought in mind with regard to the overall 
picture. The Federal Government, insofar as the housing peveeion is 
concerned, is primarily one of financing. Is that correct ? 

Mr. Cote. Primarily so, yes. 

Mr. Osrerraa. So it isa matter of availability of moneys and interest 
rates that are the primary factor with regard to the national housing 
‘program. 

Mr. Cotz. Did you say availability of money and interest rates? 
Yes, lagree with you. That is primarily so. 


HOUSING SUPPLY AND DEMAND 


Mr. Osterrac. Back in my early days in school, we were taught that 
the basic principle in economics 1s that of supply and demand. Mr. 
Vursell was talking about the question of inflation and the relationshi 
of inflation to this whole thing, and the need for Government control. 

I would like to ask whether or not supply and demand, insofar as 
housing is concerned, has reached a saturation point or is there still a 
wide expanse of area for a continuation of a nationwide housing 
development ? 

Mr. Cote. You are speaking about houses which — want to 
buy, or to construct multifamily units for rental, or something of that 
sort? We think there is a demand certainly for the next fiscal year, 
and, as I see it, the year beyond that. We think there is a sound de- 
mand for over one million houses. 

Mr. Osrerrac. This year? 

Mr. Cotz. Yes, for the fiscal year 1959 and even the calendar year 
1958 there will be upwardsofa million. That isa good sound housing 
program and good business. 

Mr. Osrerrac. I am not questioning the program. I am merely 
trying to determine our overall developments that have taken place. 
Since wartime the development and building activities in this countr 
have moved ahead at a phenomenal pace. I am wondering how mach 
more room there is for a continuation of that expansion. 


HOUSING VACANCY RATES 


Mr. Corts. Another thing to examine would be the vacancy ratio, 
how many houses are vacant, how many good houses are vacant, stand- 
ing idle, ready to be occupied by the people who have the money to pay 
for them. 

The yacancy ratio has risen very slightly over the last. quarter, 
from 2.3 to 2.5. Some 1,200,000 houses are now vacant. It sounds 
like a lot of housing but in the overall housing inventory this is small. 

The vacancy ratio is not large at all. It indicates that there is a 
real need yet for additional houses, And, as I described to the Chair- 
man. a while ago, in taking into consideration the number of families 
that will be formed, the houses that will be taken out of the market, 
out of the inventory—some 250,000 a year, the families that move 
from the farm into town—some 75,000, others demolished through fire, 
and so on, building of Capehart housing, gives us quite a strong de- 
mand for houses. By demand, I mean mised who want to live in them. 

If they have the money they will buy them. This has been the 
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record. If you have the demand for it the people are there and if 
they have the money they will buy them. They want them. 


HOUSING CREDIT CONDITIONS 


Mr. Osrertac. What is the picture with regard to money generally ¢ 
We hear the term “tight money” and “loose money.” Has the policy 
of the Federal Government changed? Has this policy had a direct 
bearing on your program ? 

Mr. Coxz. It has. The impact of it has not been directly felt, the 
more recent one has not, but it will have a direct effect on it. The 
other actions that have been taken have had an impact on it, the 
other action taken by the Federal Reserve Board some time ago, and 
the fact that many industries have either reached their plans for ex- 
pansion or have curtailed their plans for expansion but they are 
not in the market in competition for housing funds. It indicates to 
us very clearly that mortgage money is easier now than it was even 
8 months ago. There is no question but what mortgage funds are 
easier to obtain now than they were 3 months ago. 

Mr. Osrertac. And the policy has been to relax the credit system 
which, of course, will stimulate buying ? 

Mr. Corz. Yes. 

Mr. Ostertac. Will that cause more inflation ¢ 

Mr. Cote. If it works it will cause the economy to rise, and if the 
economy rises too far inflation may become a problem again. 

Mr. McFartanp. But if this were to happen the Federal Reserve 
Board would change its approach and begin to clamp down again. 

Mr. Core. That is true. 


DISTRIBUTION OF HOUSING STARTS 


‘ Mr. ao We had 1,030,000 starts in 1957 according to your best 
gures 
Mr. Coir. Approximately that. 


EXTENT OF GOVERNMENT FINANCIAL ASSISTANCE 


Mr, Jonas. Can you tell us how many of those starts were made 
entirely outside the realm of Government support ? 

Mr. Cote. You mean conventional loans? Yes; we have that figure. 

Mr. Jonas. Private financing without Government guaranties of 
any sort. What would be the figure ? 

Mr. McF artanp. Approximately 70 percent. 

Mr, Jonas. Around 700,000? 

Mr. McF artanp. That is right. 

Mr. Vursett. Then you spoke of the fact that if the people have 
the money they would buy homes. Thirty percent of them are being 
financed largely by the Chivechipenk so apparently they do not have 
the money. 

Mr. Core. No, Mr, Vursell. The 30 percent are assisted through 
FHA and VA; but these are insured and guaranteed programs, and 
the financing is done by life-insurance companies, savings banks, sav- 
ings-loan institutions, with the exception of the VA direct loan pro- 
gram. But these are the primary sources of the funds, of course. 
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Mr. Voursern. The Federal Government can take a loss. 

Mr. Cote. We would not agree’with you that the Federal Govern- 
ment is financing it under those circumstances. It is financed through 
private savings of people in the savings institutions. 

True it is, there is a secondary obligation—assuming in FHA, for 
instance, that. there is a depression to such an extent that the reserves 
of FHA are used up, that the house itself is sold for such a small sum 
that the debentures which are the safety factor finally come to the 
end of that; then the Federal Government would be called on to 
pay the difference. 

r, Yates. Mr. Cole, we are delighted to see you again. 

On page 3 of your statement I see the following statement: 


Weighing these various factors, it is my judgment that what we will see in 
the balance of this fiscal year and in fiscal year 1959 is just about the kind and 
volume of activity that is needed, and just about what is forecast in our budget. 


ARTICLE ENTITLED “UNITED STATES HOUSING: A NEW PROGRAM” 


I want your reaction to the article I have here, which is entitled: 
“United States Housing: A New Program by Charles Abrams.” 


Twelve years after the war and 23 years after the Federal Government first 
stepped into the housing picture. America is no nearer to solving its housing 
problem than when it began. Despite billions in Federal commitments, we 
are still a nation of home-hungry people: a nation of the great unhoused, mis- 
housed, or dishoused, yearning to be rehoused. 

Worse still, the housing shortage is growing more critical. Building costs 
rose another 3 percent in 1957. A house costing $8,000 in 1941 is priced at 
$20,000. today. . Rising housing costs and interest rates, coupled with a dearth 
of mortgage funds, have frustrated the hopes of moderate-income families. New 
rental housing is virtually at a standstill. Slums persist as our slum dwellings 
are being cut up into single rooms into which whole families are herded. The 
millions of Negroes and other minorities pouring into our cities are being forced 
to pay the highest rents for the shabbiest dwellings, and the competition for 
housing is. increasing neighborhood tensions in a growing number of areas. 

In sucha crisis, one would expect the Federal Government to be planning 
a housing program of major proportions. Instead, its policies seem directed 
toward reducing the dwelling supply and intensifying the shortage. The Gov- 
ernment’s tight-money policy continues to stifle the mortgage market and 
has made interest rates zoom. Its urban-renewal policy is evicting tens of 
thousands of poor families. A public-housing program which in 1937 promised 
to eliminate every slum in the United States has been virtually abandoned— 
last year, only 35,000 units were authorized for the whole country, and of these 
only 1,610 had been placed under contract by June. The federally inspired 
housing boom has all but collapsed. We need 2 million houses a year but are 
building less than a million. Of those being built, most are in speculative, scat- 
tered developments that sprawl on the city fringes, the traffic-snarled slums of 
tomorrow. Thanks to Government policy, building starts in 1957 ran 400,000 
below 1955, a year in which we built only 1,328,000 dwellings. In 1957, FHA-VA 
programs designed for the middle-income family were off by more than 50 
percent as compared to 1955. Almost none of the housing whether or not built 
with Government aid, is available to migrants, minorities, low-income families, 
the elderly, and the millions of others who need housing most. 

This is the depressing picture in American housing today, and it is time we 
took a fresh look at what we have done, what we are doing, why we have failed 
and what we can do about it. 


Have you taken a fresh look at our housing picture, Mr. Cole? 

Mr. Coxe. Yes. 

Mr. Yates. I am reading from an article entitled “United States 
Housing, a New Program,” by Charles Abrams, which appeared in the 
New Leader on January 13, 1958. 
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» Mr. Jonas. Whois Mr. Abrams? 

Mr. Yates. Is he a recognized authority in the field? 

Mr. Cote. He is politically inspired. His article is arbitrary, pre- 
judicial, incorrect, accurate, written solely to prejudice readers. 

Mr. Yares. Does this mean the statements he makes are incorrect? 

Mr. Corr. Most of them. There are a few truths involved in that 
article but the majority of the statements are inaccurate. 

Mr. Yates. Suppose, then, that I read from New Leaders’ descrip- 
tion about the author so that the record may be complete. 

Mr. Cotz. I know the author. 

Mr. Ostrertag. What is wrong and what is right with the article? 

Mr. Cote. The author is a competent, sincere, intelligent man. 

Mr. Yates. That is in contrast to what you said a few moments ago. 

Mr. Corz. No, it is not. He knows a great deal about housing, but 
he has a completely different philosophy, as evidenced by that article, 
than this Administration has, and he has heretofore made statements 
exactly like this which are prejudicial and not in accordance with the 
facts. 

Mr. Botanp. The statement with regard to urban renewal is in- 
correct. They are not moving thousands of families out without pro- 
viding those families with housing, The problem of relocation is one 
of the most important problems the Commissioner has and they have 
done a gene job. The Federal Government actually insists that. the 
people displaced must first have a place to be relocated. Is that not 
so ? 

Mr. Coie. That is true. 

Mr. Yates. That is not true in every urban housing development. 

About the author;—Charles Abrams, chairman of the New York State. Com- 
mission Against Discrimination, has been active in the housing field as a lawyer, 
teacher, writer, and administrator for three decades. He has taught housing and 
city planning at the University of Pennsylvania, MIT, the New School, and 
CCNY. His books include Revolution in Land, The Future of Housing, and 
Forbidden Neighbors. _He helped, write several of the housing laws of the 
1930’s and he has served city, State, and Federal, agencies, as well as United 
Nations housing missions in Africa and Asia. 

Before World War II, Mr, Abrams was counsel to the New York City Housing 
Authority and.a consultant to. the United States Housing Authority, and the 
Federal Public Housing Authority. Afterward, he was special counsel to New 
York State’s Joint Legislative Committee on Housing and a consultant to the 
Bureau of Reclamation in the United States Interior Department. In 1955, he 
became New York State rent administrator, as well as a member of the tempo- 
rary State. housing rent commission and of Goy. Averell Harriman’s inter- 
departmental committee on housing and mortgage financing. He is a member of 
the executive committee of the National Housing Conference and served as 
vice chairman of the National Committee Against Discrimination in Housing. 

You stated his statements were incorrect. In what respect are they 
incorrect? I can hand you the document and yet you look at it. Go 
through it and state— _ L 

Mr. Corz. I would be delighted to do it. It will take some time. 

The first sentence is incorrect. The first sentence states: 

Twelve years after the war and 23 years after the Federal Government first 
stepped into the housing picture, America is no nearer to solving its housing 
problem than when it began. 

This means, according to this author, that the actions taken follow- 
ing World War I, the housing laws, the housing policies, the housing 
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agencies, in any administration—the Democratic administration or a 
Republican administration—have completely not only failed but I 
would say retrogressed, because he says we are no nearer the housing 
asa solution. I am not sure what he means when he says “when 
it began. 

That is the first inaccuracy, and I think any objective person would 
agree that many steps have been taken in FHA, in urban renewal, in 
public housing, in community facilities, in planning alone, in munici- 
pal planning, plans which have moved America much closer the goa] 
of decent housing than it was prior to the war. 

In addition to that, America is better housed than any other nation 
in the world. 

Now we will go to No. 2—— 


PERCENTAGE OF HOMEOWNERSHIP 


Mr. Tuomas. Let me interrupt for just a moment first. I have some 
figures in mind on the number of families in the United States who 
own their own homes. I cannot quite recall it. 

Mr. Mason. About 60 percent. 

Mr. Tuomas. What was the figure 20 years ago? 

Mr. McF artanp. I will get you the accurate Seat but I think it was 
about 45 percent. It has gone up substantially. 

Mr. Tuomas. In the last 20 years? 

Mr. McFartanp. Yes, sir. 

Mr. Tuomas. 60 percent of the families in the United States now 
own their own homes, and that figure, then, is 15 percent more? 

Mr. McF artanp. It was less than 45 percent. 

Mr. Tuomas. I think it has gone up more than 15 percent. It is a 
larger figure than 15 percent. 

Mr. Jones. Get him to correct the record if the figure is wrong. 

Mr. Yates. Also insert the figure on comparable rented housing. 
What is the figure on the number of people who rent? 

Mr. McFaruanp. I will supply that. 

(The information requested follows :) 

During the 16-year period from 1940 to 1956 homeownership increased from 
approximately 44 percent to 60 percent. During the same period of time rental 
oceupancy declined from some 56 percent to 40 percent. 

These ratios apply to occupied dwelling units, covering both nonfarm and farm 
occupancy. 

The detail—in both percentages and numbers—for selected periods is shown 
in the following tables: 


Percentage of occupied dwelling units occupied by owners and renters in nonfarm 
and farm areas 


All areas Nonfarm Farm 


Owners | Renters | Owners | Renters | Owners | Renters 
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Number of homeowners and renters in nonfarm and farm areas 
{In thousands] 


All areas 


Owners 


Source: U. 8. Bureau of Census (1930 data from population census; 1940-50 data from census of housing; 
1956 data from sample surveys). 


_ Mr. Coir. The next sentence is inaccurate. “We are still a nation 
of home-hungry people.” He says, “a nation.” He says, “A nation 
of the great unhoused, mishoused, or dishoused, yearning to be re- 
housed.” 

The statement is ridiculous and silly. He says a nation of mis- 
housed people. That is not true. Of course there are people—— 

Mr. Yates. There are many people in my home community in 
Chicago who want to be rehoused: 

Mr. Osrertac. Take the Nation as a whole. 


Mr. Jonas. There are many people in your district who are well 
housed, too. 


Mr. Yates. Surely. 

Mr. Tuomas. Where are we getting here? I would like to own an 
automobile but I have no money to buy it. 

Mr. Yates. Would you rather not comment further on it? 

Mr. Cotz. I would be delighted to put it in the record. 

Mr. Yates. All right. 

(The analysis of the article is as follows:) 


An analysis of statements from Mr. Abrams’ article which have been read into 
the record will show that many of them are incorrect. 

The opening paragraph of Mr. Abrams’ article which appeared in the New 
Leader dated January 13, 1958, consists of the following general indictment of 
the Federal housing programs. “Twelve years after the war and 23 years after 
the Federal Government first stepped into the housing picture, America is no 
nearer to solving its housing problem than when it began. Despite billions in 
Federal commitments, we are still a nation of home-hungry people; a nation of 
the great unhoused, mishoused or dishoused, yearning to be rehoused.” 

The fact is that we have made substantial progress in meeting our housing 
needs during the periods mentioned by Mr. Abrams. In 1930 more than 6 per- 
cent of all married couples did not have their own households, and in 1947, im- 
mediately after the war this proportion rose to 8.7 percent, but by March 1956, 
it had been reduced to 3.3 percent. The actual number of married couples with- 
out their own households had been reduced by more than half since 1947, while 
at the same time the total number of married couples had increased by 14 per- 
cent. Some of the small proportion of total families without their own house- 
hold probably are young or elderly married couples who prefer to live with 
relatives, 

Since our net annual increase of nonfarm households has averaged only about 
955,000 in the past 5 years, while we have built an average of 1,145,000 new non- 
farm units a year, we are obviously meeting needs for all new households and 
for many families who need houses to improve their living standards. While 
we have been increasing the supply of housing relative to the number of house- 
holds, we have at the same time progressed in satisfying the yearning for re- 
housing in, owner-occupied. homes. The proportion of occupied dwelling units 
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which are occupied by owners increased from 44 percent in 1940 to 60 percent 
in 1956. 

In the second sentence of his second paragraph, Mr. Abrams says that build- 
ing costs rose another 3 percent in 1957. The Boeckh index of residential con- 
struction costs, the index recognized as the standard measure of residential con- 
struction costs, shows an increase of only 1.5 percent during 1957. The Depart- 
ment of Commerce composite construction cost index, reflecting costs for hotels, 
office and factory buildings, and other types of construction, as well as residential 
building, rose by 8 percent in 1957. It is a misrepresentation, however, to use 
the latter figure in the context of a discussion of housing costs. 

In the fourth sentence of the second paragraph, it is charged by Mr. Abrams 
that rising housing costs and interest rates, coupled with a dearth of mortgage 
funds, have frustrated the hopes of moderate-income families. In this connec- 
tion, let us consider the purchase by moderate-income families of existing as well 
as new homes which have met the FHA and VA minimum property requirements, 
since their hopes for improved housing presumably are not confined to new houses. 
Statistics for 1956, the latest year for which data are available, show that of all 
(new and existing) home loans guaranteed by the VA in that year, 60 percent 
were made for houses purchased by veterans with incomes, after taxes, ranging 
from $3,600 to $5,999. Under the section 203 home mortgage insurance program 
of the FHA, 46 percent of all insured loans in 1956 were for houses purchased 
by persons with effective incomes, before taxes, between $3,600 and $5,999. No 
comparable data are available for conventional loans. 

For purposes of rough comparison, it is notable that in 1956 about the middle 
one-third of all families in the United States had money incomes, before taxes, 
ranging from $3,500 to $5,999, approximately the same income range as that for 
46 percent of the home buyers under the FHA program. This refutes the asser- 
tion that the hopes of moderate-income families have been frustrated, insofar as 
the acquisition of standard housing is concerned. 

In the second paragraph of the introductory section of the article the statement 
also is made that new. rental housing is virtua)ly at a standstill. Firm figures 
available for the first 9 months of 1957 showed an increase of about 50 percent 
over the number of privately financed multifamily dwelling units started in the 
comparable period of 1956. Indications are that this rate of increase probably 
occurred for the entire year 1957 as compared with 1956, to produce about 120,000 
new private rental-type housing new dwelling units last year. 

The third paragraph of the article quoted says that the Federal Government’s 
policies are directed toward reducing the dwelling supply and intensifying the 
shortage. This general charge presumably is supported by more specific charges, 
the first being that the Government’s tight money policy continues to stifle the 
mortgage market and has made interest rates zoom. The facts are that on No- 
vember 15, 1957, and, again, on January 24, 1958, the Federal Reserve banks have 
twice reduced their discount rates and on February 19 the Federal Reserve Board 
acted to lower the reserve requirements for member banks, measures designed to 
make credit.easier in general. More specific actions with respect to housing credit 
were the release of $177 million of funds vested in the authority of the President 
for FNMA special assistance housing mortgage purchases and for capital grants 
by the Urban Renewal Administration on December 23; an FHA adjustment of 
discounts on January 9, and on the same date the removal of the FHA require- 
ment, instituted in 1955, that home buyers must pay loan closing costs in cash. 
Reductions by FNMA in the purchasing and marketing fee charged to sellers 
under FNMA secondary market operation on January 10 and again on February 
13, to increase, in effect, the FNMA purchase price by 1 percent and thus encour- 
age local mortgage lenders to originate Government-aided mortgage loans. Thus 
the Government’s monetary and credit policies have been directed since the 
latter part of 1957 toward making more home mortgage financing funds available. 

Another charge is that the federally inspired “housing boom” has all but col- 
lapsed. Actually, from. mid-1955 through 1956 the Federal Government adopted 
measures to dampen a potential housing boom since it would have added to 
inflationary pressures during that full employment period. In the latter part 
of 1957, the Federal Government began to take actions to stimulate housing 
and the seasonally adjusted annual rate of private starts rose from 963,000 in 
Seed first half of 1957 to 1,014,000 in the second half, and to 1,030,000 in January 
1958, 

Another specific charge is that the Government urban renewal policy ts evict- 
ing tens of thousands of poor families. A complete record which is available 
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for experience through the end of 1956 shows that of 33,539 families which had 
to be relocated from urban renewal project areas, 25 percent were relocated 
in. public housing, 10 percent in standard private rental units upon referral 
by a local public agency, 27 percent in standard self-located private rental units, 
12 percent purchased standard homes, 6 percent are known to have moved to 
substandard housing, about 14 percent moved but could not be traced, and data 
are not complete for another 6 percent. Considering the fact that a majority 
of the units vacated by these families probably were substandard, on the whole, 
they have experienced an improvement in their housing standards through relo- 
ation. 

¢ It is also stated in the article that we need 2 million houses a year but are 
building less than a million. Any estimate of nonfarm housing need necessarily 
depends on the assumption of how many units need to be replaced by better units 
and how soon they will be replaced. Preliminary figures from the Bureau of 
the Census’ national housing inventory sample survey show that in 1956 we had 
13 million farm and nonfarm units which were either dilapidated or deficient 
with respect to hot and cold running water, or a private bath, or shower, or 
flush toilet. This is a decrease from roughly 16 million such units in 1950, 
of which some 7 million in nonfarm areas were in such condition as to be classi- 
fied substandard. (A direct comparison with the 7 million substandard units 
in nonfarm areas in 1950 is not possible, since the 1956 data available do not 
permit a farm-nonfarm break and comparable definitions of “substandard” have 
not been used in 1950 and 1956.) The 31 million units found dilapidated or de- 
ficient as to running water, or private bath or shower, or flush toilet, include 
farm units which are acceptable by local rural standards. Many of these units, 
farm and nonfarm, can be rehabilitated through the addition of facilities, such 
as a shower or toilet. Between 1950 and 1956, such rehabilitations of about 
2.4 million units occurred. Thus, depending upon the assumption made as to 
how many of the 13 million farm and nonfarm units which are either dilapidated 
or deficient with respect to hot and cold running water, or bath or shower, or 
toilet will be rehabilitated or have to be replaced, and upon the further assump- 
tion as to the period in which the assumed number of required replacements 
is to be made, various estimates of annual housing need ranging from 1 million 
to 2 million or more units can be made. 

Mr. Abrams states that building starts in 1957 ran 400,000 below 1955, a year 
in which we built 1,328,000 dwellings. That would mean that we had only 
928,000 new dwelling unit starts in 1957, when we actually had a total of 
1,041,000 new nonfarm dwelling units started. 

Finally, Mr. Abrams asserts, in the statement from his article which has 
been placed in the record of this hearing, that “almost none of the housing, 
whether or not built with Government aid, is available to migrants, minorities, 
low-income families, the elderly and millions of others who need housing most.” 
A large proportion of the migrants, minorities and elderly also happen to be 
among the Nation’s low-income families. 

Of course little of the private housing built is available to low-income families 
when the housing is new. As with automobiles, ‘it is through the market for 
existing units that most of our low-income families acquire their housing. For 
example, of 33,539 families displaced by urban renewal activities, through the 
end of 1956, the majority of whom are in a low-income status, about half of 
them have relocated in standard private housing, about one-fourth in public 
honsing, 6 percent in substandard private housing, and relocation of the rest 
is unknown. There are now about 430,000 federally aided low-rent public hous- 
ing units which have been completed, in addition to several thousand State- 
and city-aided low-rent public housing units. There is a fairly significant turn- 
over in these units as families with increased incomes move to private housing. 
An additional 24,000 federally aided public housing units are now under con- 
struction and about 80,000 are now in various preconstruction planning stages. 
The fact that low-income families purchase houses in the private market is in- 
dicated also by findings of the Federal Reserve Board’s sample survey of con- 
sumer finances that 12 percent of the spending units who purchased homes dur- 
ing the neriod 1954-56 had incomes of under $3,000 per year. 

Minority gronp families form a substantial sezment of the low-income popu- 
lation. As of September 30. 1957, total low-rent public housing units in con: 
tinental United States oceunied by nonwhites numbered 170.954 or 44.2 percent 
of all ocennied units. During the period from, March 31, 1956. to September 
30, 1957, the number of new low-rent dwelling units in continental United States 
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which became occupied for the first time totaled 20,742. Of this number, 15,720 
or 75.8 percent were occupied by Negroes. 

The Voluntary Home-Mortgage Credit Program was established in 1954 to help 
make mortgage money available for loans insured by the FHA or guaranteed by 
the VA in small communities and remote areas, and for minority groups gen- 
erally. Through December 31, 1957, VAMCP placements of individual minority 
housing loans totaled about $22 million and averaged better than 59 percent of 
the applications received from minority individuals. This compares with a 
placement ratio of 42 percent for other applicants. Of the total loans placed by 
VHMCP, including loans resulting from builder as well as individual applica- 
a about 18 percent were for minority housing units, amounting to about $52 
million. 

The Federal Housing Administration does not maintain statistics on its insured 
mortgages for minority groups. However, FHA has promoted support of housing 
for members of minority groups and has taken definite steps to encourage and 
assist the development of racially open-occupancy demonstration projects. Evi- 
dence of FHA’s efforts in this respect has been the increasing number of pro- 
jects—both sales and rentals—that have been made available without regard 
to race, creed, or color. 

An outstanding example of production of integrated housing is the planned 
community developing around the Ford Motor Co.’s new assembly plant at 
Milpitas, Calif. It is expected that more than 1,000 families will be provided 
housing on an integrated basis. 

There are 40 similar projects which exhibit. the effectiveness of the joint 
efforts of industry, local community groups and officials, and the FHA in solving 
the difficult problems associated with the establishment of a free housing market. 
The fact that these integrated projects have been successful has led other spon- 
sors to submit proposals to our FHA offices. 

The Federal Government is moving forward on many fronts to meet the chal- 
lenge of properly housing our older citizens. In 1956, the Nation’s housing policy 
was expanded to provide statutory assistance to elderly citizens seeking housing 
suitable to their needs and within their means. The Housing Act of 1956 con- 
tained provisions to facilitate the purchase of housing for older persons and the 
financing of rental housing projects designed specifically for the elderly under 
FHA programs. 

FHA already has applications for mortgage insurance on 17 projects with 
accommodations for about 2,300 elderly persons. Of this total, nearly 1,700 units 
are in projects for which commitments have been issued. In addition, FHA has 
more than 110 other projects, with accommodations for 16,000-18,000 senior 
citizens, in various preapplication stages. ; 

Legislation designed to make public low-rent housing more readily available 
for older persons has also been enacted within the past 2 years. Asa result, there 
are some 62 projects with 4,610 units specifically set aside for older persons now 
being built or soon to be built. Eleven more such projects involving nearly 2,300 
are being planned, but the specific number of these units to be reserved for the 
elderly has not yet been determined. 

The extent to which elderly persons are being benefited by the low-rent housing 
program is not limited to the number of units now being developed for the specific 
use of the aging. There are at present roughly 45,000 families whose head is 65 
or older living in low-rent housing projects. It is estimated that as a consequence 
of the 1956 legislation, some 5,200 elderly tenants were admitted to low-rent 
housing who would not previously have been eligible. 

To ease procurement of mortgage funds for older persons, the Federal National 
Mortgage Association was authorized by the President to set aside $20 million 
of special assistance funds to purchase mortgages on housing for the aging, in- 
sured by FHA under sections 203 and 207, as amended by the Housing Act of 
1956. Under this program, purchase contracts executed total $3.7 million and 
cover 488 units. In addition, inquiries have been received involving another $5.1 
million for projects which are under development. 


Mr. Corx. Or T will get Mr. Abrams here and argue it out together. 

Mr. Yates. It would be a splendid thing to bring him here and 
get his views. 

Mr. Vorseit. Off the record. 

(Discussion held off the record.) 
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ILLEGAL HOUSING CONVERSIONS 


Mr. Yates. The next question is a subject he made reference to, that 
there are illegal conversions taking place in many of our communities. 

Mr. Core. That is right. 

Mr. Yates. I know my local community has tried to obtain from 
FHA, and perhaps the question should be more properly addressed to 
them but I would like your views on it, information on the require- 
ment that:there be compliance with local law before mortgage imsur- 
ance is issued. Would you have a view on that? 

Mr. Core. I am aware of the visit which your major had with Com- 
missioner Mason on it, and he found according to my secondhand re- 
—. os the Commissioner’ a sympathetic understanding of the 
problem. 

Mr. Yates, the Commissioner’s problem is this: The enforcement of 
local codes and ordinances is really a local problem and not the Fed- 
eral Government’s problem. 

On the other hand, he is willing to and he has told the mayor that 
he will send some of his people out there and talk with them about 
what might be done in FHA in line with FHA’s policies to be sure 
that FHA is not insuring loans which are not acceptable. 

I think you are aware of the law in New York on discrimination. 
What FHA did in that case was to say that we will not enforce 
the New York law, but if the New York enforcement bodies tell us 
that an individual is violating the New York law we will not permit 
them to use FHA to violate the New York law. 

I don’t know what can be worked out in connection with the codes 
and ordinances having to do with conversions, but I know Mr, Mason 
is interested to see wet in view of his policy, what we think is a 
right policy, should be done. We do not think we should interfere 
with or try to enforce the local laws. 

Mr. Yates. Except the Federal Government is directly involved in 
this because with respect to this problem there is a question of the loss 
of security in which the Voderelthesmniaiant is interested because of 
the fact that the problem is directed to the conversion of buildings 
into slum properties. 

The FHA approves and insures the loan of money for properties 
that are converted and which turn into slums. The Federal Govern- 
ment is a secondary guarantor and suffers. the possibility of a loss in 
that respect, in addition to which the Federal Government. presum- 
ably wants to help the city eradicate slums rather than build them. 

Mr. Corx. Your latter statement is absolutely right. We want to do 
everything we can to eliminate illegal and improper conversions, 
There is no question about that. 


+ REQUIREMENT OF BUILDING PERMITS 


Mr. Yates, There. is one way you can do. it in Chicago. I don’t 
know what the disagreement is. e law requires a building permit. 
Why cannot you require your lenders to make sure they receive a build- 
ing permit before they loan the money ? 

Mr. Corz. Are you speaking about FHA title I? 
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Mr. McFartanp. To.clarify this, I believe the visit from the mayor 
and this group from Chicago had to do entirely with approving title I 
modernization and repair loans. 

Mr. Yares. It is in title 2 also in view of the fact that you issue 
mortgages for existing housing. 

Mr. McFartanp. I do not think, by virtue of FHA’s processing in 
advance of the mortgage insurance, that there is a problem there. 

Mr. Yates. Because they require a building permit? 

Mr. McFartanp. I think the problem does not arise. FHA’s mini- 
mum property standards are almost always above code requirements. 
It is the improvement loan which is not processed by FHA in advance 
that Chicago was concerned about. 

Mr. Yares. What can wedo about it? 

Mr. Coz. I have no immediate answer for it. Mr. Mason is send- 
ing his people out there to work with the technicians in Chicago at the 
mayor’s request and the mayor apparently is satisfied that this will 
accomplish, or he hopes to accomplish, what he is trying to do. 

Mr. Yates. Do you see anything wrong with FH: ’s issuing a re- 
quirement for its lending institutions making it necessary for them to 
see a building permit before they can apply for FHA insurance? 

Mr. Coz. There is nothing wrong in it. 

Mr. Yates. As’a matter of fact, you think it is right, do you not? 

Mr. Core. The are involved has to do with the easy access to 
funds which title I makes available. 

When you require the lender to produce a certificate—— 

Mr. Yates. Not the lender. You are requiring the applicant to 
produce a building permit. 

Mr. Cotz. We deal only with the lender in title I. You require 
the lender to do it, I assume. ’ 

Mr. Yates. That is right. 
gba Core. You put another roadblock into the easy availability of 

nds, 

Mr. Yates. In order to prevent the creation of slums. 

Mr. Corx. For whatever it may be. 

Mr. Yates. You just said the Federal Government has a direct in- 
terest inthis. Why should not FHA do it? 

Mr. Corz. We have a direct interest. 

Mr. Mason. Many are conventional loans and not FHA. 

Mr. Cot. He is talking about title I. I don’t know what we will 
do about it. We are sympathetic to your problem but we will not en- 
force your laws. 

Mr. Yates. We are not requiring you to enforce the law but to 
enforce the Federal Government’s security for its loan. 

Mr. Coz. I understand. 

Mr. Tuomas. This certainly has been instructive apd enjoyable, too. 

Off the record. 

(Discussion: held off the record.) 

Mr. Tuomas, We will reconvene at 10 o’clock tomorrow morning. 
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Wepnespax, Fresruary 26, 1958. 


SALARTES AND EXPENSES 


Program and financing 





1957 actual 





Program by activities: 





1, General agency supervision. _......................---. $1, 143, 736 
2. Consolidated compliance activities. __..............-..-. 515, 727 
3. Voluntary home m MOE... oidivcsceccdaccuedene 487, 319 
4. Community disposition activities. .................-.-. 539, 244 
5. Community facilities program: 
Public works paaning advances. .....-..-.-.+- 390 
b) College et Feast ee eect 1, 018, 483 
OR. Og 268, 515 
(d) Liquidating activities. ...................-....- 210, 793 
eee eee 785, 753 
(J) Project inspection and audit.._.-.........-....- 319, 657 
6. Urban renewal program: 
(a) Urban renewal activities. ...................... 8, 628, 965 
(6) Project inspection and audit.................... 590, 581 
7. Defense planning activities.............._--..--...-.-- 46, 540 
. Farm housing research 


NET iicnasinihinnsiencshempnaicmemmabiossamanial 9, 898, 183 
Financing: 
Advenées and reimbursements from other accounts--_---- —3, 430 
Unobligated balance no longer available... .._..- ssiiteeniakachinatl 119, 247 
Appropriation (mew obligational authority)_........._.. 6, 225, 000 
Object classification 
1957 actual 
Total number of permanent positions_.....................--. 1, 467 
Average number of all employees. ---.--............------.---- 1, 228 
Number of employees at end of year_.............-........-.. 1,426 
Average GS grade and salary_............-.......-..---...... 8.7 $6,503 
01 Personal services: 
Permbament PGMA... dase dnscc ck sate <cdasepetccinee ~ $8, 097, 021 
Other personal services. .....-.-..-..--4./.--.+----.4- 47, 901 
Total personal services.................-....----.-.- 8, 144, 922 
Oe Dre ics kkk - cre tendici cul. <sss Sk 587, 985 
ee EY EE ae 23, 437 
04 Communication services.._............--.--..-------.1--. 214, 069 
05 Rents and utility services.................-.-.-------.---- 144, 792 
06 Printing and reproduction. -__..............--------.-.---- 118, 398 
07 Other contractual services. .....-.........-.--.-..-..--L.- 212, 763 
Services performed by other agencies.................--- 60, 217 
ee COUN UD ROIS ino cn cctnsoncacccenenneneeoons 90, 364 
Oa ke nae een a he eee 272, 226 
ll Grants, subsidies, and contributions.....................-}....-.-----.-- 
13 Refunds, awards, and indemnities_.....................-- 12, 367 
i DONTE CUEREIEE, «oan nenntenopansannehbnanssne=atis 16, 643 
Total obligations... ccnccceceneds sis Se 9, 898, 183 


. Miscellaneous services performed for other agencles....| 6, 480 





1958 estimate | 1959 estimate 


= 
. 
2 
3 


, 000 , 000 
578, 000 590, 000 
450, 000 425, 000 
718, 000 600, 000 
443, 000 500, 000 

1, 377, 000 1, 675, 000 
400, 000 550, 000 
142, 000 173, 000 
892, 547 850, 000 
657, 000 900, 000 

4, 709, 000 6, 085, 000 

1, 100, 000 1, 600, 000 

Stans 100, 000 
15,000 |... 


1958 estimate | 1959 estimate 


1, 650 2, 000 
1, 533 1, 818 
1, 600 1, 950 


8.7 $6,587) 8.9 $6,632 





$10, 045, 000 $11, 923, 000 
102, 


000 127, 000 

10, 147, 900 12, 050, 000 
787, 000 1, 028, 000 
25, 000 31, 000 
266, 900 330, 000 
224, 000 241, 000 
132, 200 150, 000 
214, 600 233, 000 
51, 000 57, 000 
112, 000 125, 500 
101, 000 187, 000 
587, 700 717, 700 
16, 500 25, 000 
16, 647 22, 800 





12, 681, 547 15, 198, 000 
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‘ Urspan PLANNING GRANTS 


Program and financing 















1957 actual | 1958 estimate | 1959 estimate 





Program by activities: 
Grants to planning agencies (total obligations) -----....--- $1, 679, 920 
ee 
Unobligated balance brought forward___._..........-..-- —2, 370, 794 
Unobligated-balancetarried forward _____......_.....----- 2, 190, 874 


$3, 465, 874 $3, 500, 000 
—2, 100,874 |....-.-.-.0005 


| 
| 
| 


Appropriation (mew obligational authority) -_-...-..---- 


| 

| | . . - 

| Object classification 
. 11 Grants, subsidies, and contributions: 


[Wee eee ee eg tm Daren al $1, 679, 920 
I ot, Sc kee eee en ne ear tae os aes aos ete eene ees 3, 465, 874 
19S detimiatece ss DG yi A ok sure bwewereet 3, 500, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
. We shall now start consideration of the detailed budget. 


OFFICE OF THE ADMINISTRATOR AND OPERATING PROGRAMS 


Sa SED - 


We enjoyed a very fine general discussion of the Office of the Ad- 
| ministrator yesterday, and aired out some of its problems and head- 
aches. Now, let us take a look at the financial side. 


F PROGRAMS AND ACTIVITIES 


| We shall insert in the record at this point pages A-1 and A-2 of 
t the ee 
(The pages referred to follow :) 


t COMMUNITY FAcILITIES ADMINISTRATION 
URBAN RENEWAL ADMINISTRATION 


INTRODUCTION 





This volume presents budget estimates and justifications for the Office of the 
Administrator proper, and for those programs assigned to the Admininstrator 
directly by law and carried out by him through the Community Facilities Ad- 
ministration and the Urban Renewal Administration. 

The Office of the Administrator proper provides staff assistance to the Ad- 
ministrator necessary to permit him to discharge his responsibilities as head 
of the Agency, and in addition carries out certain operating functions and 
provides staff assistance to the two operating constituents, CFA and URA. The 
principal activities of the Office are the following: 

1. Assistance to the Administrator in the supervision and coordination of the 
Agency as a whole and its programs. 

2. Provision of a consolidated compliance and investigative activity for the 
entire Agency. 

8. Provision of consolidated staff and general services for the operating con- 
stituent units, CFA and URA. 

4. Provision of staff and supporting services and facilities for the National 
Voluntary Mortgage Credit Extension Committee and the 13 regional committees. 

5. Administration of the program for disposition of the Government-owned 
properties at Oak Ridge, Tenn., and Richland, Wash., as provided in the Atomic 
Energy Community Act of 1955 and Executive Order 10,657. 

The Community Facilities Administration is responsible for the following pro- 
grams detailed in this justification: 

















951 


1. The program of advances for public works planning authorized by section 
702 of the Housing Amendments of 1955. 


2. The program of college housing loans authorized by title IV of the Housing 
Act of 1950, as amended. 


3. a program of public facility loans authorized by the Housing Amendments 
of 1955. 


4. The several liquidating programs (except for those relating to war and 
emergency housing) under the revolving fund (liquidating programs). 


The Urban Renewal Administration carries out three major and related pro- 
grams, as follows: 


1. Slum clearance and urban redevelopment and renewal, under the original 
title I of the Housing Aet of 1949 and under the broadened concept embodied in 
the amended title I under the Housing Act of 1954 and subsequent legislation. 

2. The program of demonstration grants to assist in the development and dis- 


semination of urban renewal techniques, authorized by section 314 of title I as 
amended by the 1954 act. 


3. The program of matching grants for urban planning assistance authorized 
by section 701 of the Housing Act of 1954. 

Operations in connection with most of these programs and activities have been 
largely delegated to the regional offices of the Administrator. Since they all 
are carried out through an organization which is integrated in important func- 
tions in Washington, and almost entirely so in the field, they are presented as a 
single combined budget, and are discussed and justified, both individually and in 
total, in this volume. 


Mr. Tuomas. Here is a sentence that is worth repetition and may I 
read it: 

The Office of the Administrator proper provides staff assistance to the Admin- 
istrator necessary to permit him to discharge his responsibilities as head of the 


Agency, and in addition carries out certain operating functions and provides 
staff assistance to the two operating constituents, CFA and URA. 


Then, you set out the principal activities of the office, and the first 
one is: 


Assistance to the Administrator in the supervision and coordination of the 
Agency as a whole and its programs. 

Sometimes, we call that layer upon layer. That is a short way of 
expressing it. 

r. Coie. I have heard the expression, Mr. Chairman. 

Mr. Tuomas. The second activity is the following: 

Provision of consolidated compliance and investigative activity for the entire 
Agency. 

As well as I remember you have 65 or 70 people in that activity, 
and this all came about as the result of a little mishap under section 
608 windfall cases. 

Mr. Cotz. Yes, sir; the consolidation which is involved there. 

Mr. Tuomas. And instead of releasing these people you are build- 
ing them up every year. 

The third activity is as follows: 


Provision of consolidated staff and general services for the operating constitu- 
ent units, CFA and URA. 


The next activity is as follows: 


Provision of staff and supporting services and facilities for the National Vol- 
untary Mortgage Credit Extension Committee and the 13 regional committees. 

Where is my friend who handles this activity ? 

Mr. Graves. I am over here, Mr. Chairman. 

Mr. Tuomas. They are about to cut you out this year; are they not ? 

Mr. Graves. No, sir; we are still fighting. 








/ 
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Mr. Tuomas. The fifth activity is the following: 


Administration of the program for disposition of the Government-owned prop- 
erties at Oak Ridge, Tenn., and Richland, Wash., as provided in the Atomic En- 
ergy Community Act of 1955 and Executive Order 10,657. 


COMMUNITY FACILITIES PROGRAMS 


Mr. THomas. Page A-2 is an awfully good page, and it breaks down 
your community facilities. 

We are missing our friend Mr. Seward. How is his eye? 

Mr. Hazeutine. I spoke to him last night, and he is in very good 
shape, and recovering nicely. 

Mr. THomas. Well, give him my best regards. 

Mr. Hazeutins.. Yes, sir. 

Mr. Tuomas. Under the “Community facilities” there is quite a 
jurisdiction, too. 

COLLEGE HOUSING LOANS AUTHORIZATION 

You state the following: 

The program of advances for public works planning authorized by section 702 
of the Housing Amendments of 1955. 

2. The program of college housing loans authorized by title IV of the Housing 
Act of 1950, as amended. 

You are out of money and authorization there; are you not? 

Mr. Franrz. We will be by about the end of the year. 

Mr. Tuomas. You are looking for about $200 million; are you not? 

Mr. Frantz. Yes, sir. There will be further authorization in the 
legislation ; yes, sir. 

Mr. Tuomas. You are fresh out at the end of about June 30, or a 
little before that time; are you not? 

Mr, Frantz. No, sir; there will be about $15 million, perhaps, which 
will be carried over under our present estimates. 

Mr. Tuomas. That-brings you to about $1.2 billion ? 

Mr. Frantz. $925 million. 

Mr. Tuomas. That is with the $200 million you are looking for? 

Mr. Frantz. Yes, sir. 

Mr. THomas, -And, if you do-not get the $200 million more you will 
be virtually out of business? 

Mr. Frantz. Yes, sir. 


REVOLVING FUND (LIQUIDATING PROGRAMS) 


Mr. Tuomas. You have several liquidating programs. 

What about the revolving fund? It is satisfactory for these liqui- 
dating programs? 

Mr. Frantz. In what sense, Mr. Chairman? We think it.is making 
pretty good progress. 

Mr. Corz. You mean the total amount of authorization ? 

Mr. Txomas. No; I mean the revolving fund itself where you put 
your receipts in it, and draw out of it. 

Mr. Corse. We understand, Mr. Chairman, but we do not under- 
Stand your point. We are alittle obtuse on that. 

Mr. Tuomas. Your state on page A-2 as follows: 


The several liquidating programs (except for those relating to war and emerg- 
ency housing) under the revolving fund (liquidating programs). 
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They are all combined under one revolving fund, are they not? 

Mr. Coxe. Yes, sir. 

Mr. THomas. Does the mere fact that you put it on a revolving fund 
add anything to your duties and burdens, or does it sort of ease your 
burden ? 

Mr. Core. It is a very satisfactory method of operation. 

Mr. Franrz. It facilitates the administrative problems quite a bit, 
Mr, Chairman. 


Mr. Tuomas. There is that big word again. I was trying to reach 
it, but could not find it. 


URBAN RENEWAL PROGRAMS 


You also state on page A2 the following: 

The Urban Renewal Administration carries out three major and_related 
programs, as follows: 

1. Slum clearance and urban redevelopment and renewal, under the original 
title I of the Housing Act of 1949 and under the'broadened concept embodied in 
the amended title I under the Housing Act of 1954 and subsequent legislation. 

2. The program of demonstration grants to assist in the development and dis- 


semination of urban renewal techniques, authorized by section 314 of title I.as 
amended by the 1954 act. 


8. The program of matching grants for urban planning assistance authorized 
by section 701 of the Housing Act of 1954. 


IMPORTANCE OF WORKABLE PROGRAMS 


Well, of course, under that program everything starts from just one 
thing, and that is a workable plan; is it not? 

Mr. Core. That is the beginning; yes, sir. 

Mr. Tuomas. If you do not have a workable plan you do not do any 
business, and when you have it, how many more steps are followed 
before you really get down to business in signing contracts and moving 
people out and moving dirt, mainly, and clearing up the debris? How 
many steps intervene from your workable program? How many in- 
tervening steps are there ? 

Mr. Coxe. Major steps? 

Mr. Tuomas. Every time I read your justification I get groggy. 
There is so much planning, planning, planning, and then finally you 
get down to cases, and I think you have 35 or 40 actual programs where 
you are doing some construction work. 


SUMMARY OF THE BUDGET 


At this point in the record we will insert the top half of page A-3 of 
the justifications. 
(The page referred to follows :) 


. 


SUMMARY OF THE BUDGET 


For all of the activities enumerated above, the budget requests appropriations 
and limitations totaling $11,848,000 representing an estimated employment at the 
end of the fiscal year of 1,496 persons. ‘This is an increase of 226 employees and 
$1,816,000 above the estimated levels for the current fiscal year. 

The principal reason for the larger request is to, provide the staff resources 
required for the administration. and operation of the expanding urban renewal 
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and community facilities programs. The net change in the budget request as 
compared with the current year is shown in the following summary : 








Estimate Estimate Net 
1958 1959 


change 
Community facilities programs... ..........2.2----.-2-.l22 2. $2, 362, 000 $2, 898, +$536, 000 
Ween SURO HIORTAII 5. 0 = os cen nancdeedessiecs-nedes 4, 709, 000 6, 085, 000 +1, 376, 000 
All other OA programs and activities...................-....- 2, 961, 000 2, 865, 000 —96, 000 
Rh atest diated deriactit lati a anindic dpiewbdicnicintgligns 10, 032, 000 11, $48, 000 +1, 816, 000 


| APPROPRIATIONS, 1958, AND ESTIMATES, 1959 


For 1958 you had $10,032,000, and for 1959 you are requesting 
| $11,848,000, which is an increase of $1,816,000 over last year. 
| Your breakdown is between the community facilities program and 
the urban renewal program and then you have “All other OA pro- 
grams and activities.” That means, I presume, the Office of the Ad- 
ministrator ? 
Mr. Frantz. Yes, sir. 
Mr. Tuomas. ‘That activity is $96,000 less in 19591 
You have a mee total of $11,848,000, and as well as I remember, 
b you have to add the $3,447,000 to that to take care of the other pro- 
grams which you have in nonappropriated funds, but programs which 


| 
| 
| 
| 
| | Mr. Tuomas. This page gives a breakdown of your expenditures. 


are administered and paid for from other than appropriated funds, 
bring your budget up to in the neighborhood of about $15 million? 
Mr. Frantz. Yes, sir. 
Mr. Tuomas. Permit me to read this paragraph, because it is quite 
expressive : 
For all of the activities enumerated above, the budget requests appropriations 
and limitations totaling $11,848,000 representing an estimated employment at 
the end of the fiscal year of 1,496 persons. This is an increase of 226 employees 
F and $1,816,000 above the estimated levels for the current fiscal year. 
I should add there: This is the appropriated part_of the program, 
and does not include $3.5 or $4 million unappropriated. 
Mr. Frantz. That is correct, Mr. Chairman. 
Mr. Tuomas. That is a good table which you have there. 
You might keep in mind, gentlemen, these figures for the appropri- 
ated part. 
TOTAL EMPLOYMENT 


You request 226 new employees for this year, which gives a total 
of 1,496, or, in round figures, about 1,500 for next year ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Mr. Frantz, the justification is excellent. You ought 
to be proud of it. It is hard to put it down once you take it up, because 
you have a lot of meat in here, and if there is anything such as perfect, 
this is it. However, there is just one thing which I could not figure 
out : 

REGIONAL OFFICE EMPLOYMENT 


On what page is the breakdown of the regional offices by numbers? 


Mr. Frantz. That is on page L-21-A, table 4, T think, Mr. Chair- 
man. Table IV, Mr. Chairman, breaks the employment in the regions 
down by programs. 
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Mr. Tuomas. Wait a minute. That is not it. Where is it with 


ae to Fort Worth, San Francisco, New York, and your other 
offices 


Mr. Frantz. We do not have it broken down by regional locations; 
that is correct, sir. 


Mr. Mason. I can tell you approximately what it is at the moment. 


Mr. Tuomas. Mr. Mason, I know, but I could not find it, and I had 
to needle Mr. Frantz a little bit. 


SUMMARY JUSTIFICATION DATA 


At this point in the record we will insert pages A-5, 6, 7 and 8 


in the record, as well as page A~9 and pages A-12 through 14 of the 
justifications, 


(‘The pages referred to follow :) 


Fiecp Starr REQUIREMENTS 


The bulk of the increased staff requested in the 1959 budget is for assign- 
ment to the Agency regional offices. Of the net increase, only 34 are depart- 
mental employees, while 192 or 85 percent of the total are for field staff. This 
distribution is in recognition of the fact that as the urban renewal and com- 
munity facilities programs expand, the Agency necessarily must be in contact 
with thousands of communities, local public agencies, and institutions all over 
the country. 

Urban renewal programs.—The Urban Renewal’ Administration is presently 
assisting some 465 title I projects in 286 localities, both large and small. The 
estimates of new and continuing urban renewal activities in the 1959 budget pro- 
gram are strongly supported by the announced intentions of communities and 
by the end of fiscal 1959 about 350 localities will be planning or carrying out 
urban renewal projects under title I. Approximately 1,150 loealities and regional 
areas will have been associated in the urban renewal programs through their 
participation in the urban planning assistance program and about 725 localities 
through their efforts under local workable programs to qualify for direct urban 
renewal assistance, for low-rent public housing,.or for the special mortgage 
insurance programs of rehabilitation and relocation housing under sections 220 
and 221 of the National Housing Act. 

Accordingly, the budget request for urban renewal is designed to meet the 
demands of the local character of the program. Of the 165 additional em- 
ployees estimated at June 30, 1959, only 14 are proposed for headquarters 
personnel, while the 151 balance amounting to more than 90 percent of the 
total request are proposed to augment the field’ staff. 

Community facilities programs.—The participants in the several community 
facilities programs also represent. hundreds of..communities and local public 
agencies and institutions. During the 2-year period covered by this budget— 
from July 1, 1957, to June 30, 1959—it is estimated that the number of colleges 
and universities and hospitals receiving financial assistance will increase from 
less than 500 to more than 1,000; that cities and towns and other local public 
agencies receiving interest-free advances for planning local public-works projects 
will increase from some 350 to over 1,000; and that smaller communities receiving 
technical and financial assistance in the construction of urgently needed public 
facilities will increase from less than 100 to more than 300. And even in the 
several liquidating programs under the jurisdiction of the Community Facilities 
Administration, the Agency must keep in contact with hundreds of communities. 

The budget requests for community facilities programs also recognize their 
essentially local character and about two-thirds of the staff increases proposed 
for these programs are to supplement the Agency regional office staff engaged 
in these activities. E 

GENERAL REMARKS 
There are several additional factors concerning the 1959 budget program of 


the office which should be mentioned to complete the background of the sub- 
mission. These are— 
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1, The budget program for fiscal 1959 does not provide for additional appro- 
priations for the Federal flood-insurance program. The small staff that had 
been engaged in planning for program operations was disbanded during the 
early days of fiscal 1958. 

2.. The 1959 estimates do not inelude funds for the continuation of the Farm 
Housing Research program authorized by the Housing Act of 1957 and furided 
during the current year to the extent of $75,000 in the Supplemental Appropria- 
tion Act, 1958. 

8. Under the terms of section 603 of the Housing Act of 1956, the permanent 
eontract authorization for the conduct of @ program of housing studies will 
have reached the statutory maximum of $2.5 million by July 1, 1958. Although 
the Agency still recognizes the urgency of the need for the studies contemplated 
by the legislation, no estimate is included in the budget program for fiscal 1959. 

4. In its discussions with several agencies during hearings on the 1958 bill, 
the committee seemed to indicate that it would prefer to see the estimates pre- 
sented in a way which would bring out more clearly the relationship between 
amounts of money requested and changes in employment during the period coy- 
ered by the budget. In an effort to meet this problem, this justification presents 
the estimates on the basis of actual employment at the end of fiscal year 1957, 
and estimated year-end employment for the fiscal years 1958 and 1959. Esti- 
mated year-end employment for each program or activity includes all employees: 
directly engaged in program operations, plus an equitable share of employment 
for executive direction and common services as determined by the established 
cost accounting procedures. Complete information with respect to positions 
and man-years as reflected in the schedules printed in the budget is available 
for the use of the committee if desired. 


BUDGET SUMMARY BY PROGRAM 


The principal aspects of the budget program for each of the programs and ac- 
tivities of the OA, CFA, and URA are summarized briefly in the following 
paragraphs. 


General Agency supervision 


The budget estimate for Agency supervision is $1,150,000—an amount slightly 
below funds available for the current year. The budget request will provide 
necessary staff assistance to permit the Administrator to perform his functions 
as head of the Agency and as principal housing officer of the Government. 


Consolidated compliance activities 


The expense request for this activity is $590,000, a small increase over the 
amount available for compliance and investigative activities of the Agency for 
the current year. The budget proposes the addition of two persons by the end 
of the budget year to supplement the professional staff required to handle the 
substantial investigative caseload that comes before the Compliance Division. 


Voluntary home-mortgage credit 


The budget program for VHMCP provides $425,000 for expenses—a reduction 
of $25,000 from the amount available during the current year. The program is 
in a state of transition, as its principal source of applications shifts from those 
for VA direct and guaranteed loans to applications for FHA-insured loans. The 
staff has been sharply reduced this year and two regional committee offices 
were closed. It is assumed that the presently authorized staff (including vacan- 
cies) will be able to handle a volume of business in fiscal 1959 estimated at 
almost double that of the current year. 


Public-works planning advances 


The expense estimate for this program is $500,000, a moderate increase over 
the amount available for the current year. The staff will handle 650 applica- 
tions received, 400 advances approved, and 340 approvals of completed plans; 
as well as associated disbursements and collections. Each of these workload 
items represents significant increases over comparable data for the current year. 


Urban renewal prorgams : 

The administrative expense request for the urban renewal prorgams increases 
from $4,709,000 in 1958 to $6,085,000 in fiseal 1959. The larger estimate stems 
from the fact that workload in the urban renewal program has increased more 
rapidly than staff could be added within established budget limits. The volume: 
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of unfinished work has piled up at each key stage in the cycle of title I projects: 
planning, land acquisition, land clearance and preparation, relocation, land dis- 
position, and final project completion. The 1959 staffing request provides for 
restoration. of a reasonable balance between staff and workload, using the most 
optimistic assumptions as to increased productivity and efficiency. The bulk 
of the increased staff is requested for assignment to the Agency regional offices. 


Defense planning activities 


The budget includes an appropriation request of $100,000 to provide funds tu 
permit the OA, CFA, and URA to undertake planning in certain nonmilitary 


defense preparedness areas delegated or assigned to the Administrator by ODM 
and FCDA. 


College housing loans 


The budget estimate for administrative expenses for the college housing loan 
program is $1,675,000, compared with the limitation of $1,377,000 for the current 
year. This increase would provide additions to staff to meet the sharply rising 
workload. In addition to the estimated receipt and handling of 320 new loan 
applications, the budget program for 1959 assumes the approval of 260 new fund 
reservations and 240 final applications. During the period there will be about 
300 projects under construtcion; almost 250 bond issues will be awarded and 
another 270 issues will be in process; and disbursement, repayment and loan 
servicing operations will expand proportionately. In addition, the staff will be 


concerned with an estimated 50 hospital loans for housing of student nurses 
and interns. 


Public facility loans 


The limitation requested for 1959 is $550,000 compared with $400,000 available 
for the current year. The public facility loan program—enacted primarily to 
assist small communities unable to obtain adequate financing for their needed 
public facilities projects in the open market—has experienced a very rapid 
growth, and the budget program forecasts continued growth. The loan applica- 
tions are complex and the small cities and towns applying for assistance rely 
extensively on the Agency technical staff to assist them in the development of 
sound projects within their ability to finance. In an increasing number of cases, 
the feasible projects developed with Agency assistance have proved attractive to 
private investment funds. The larger staff request for 1959 will provide for 
handling a workload forecast at from one-third to one-half greater than that 
occuring during the current year. 


Liquidating activities 


Continued progress in liquidation of the several programs covered in the re- 
volving fund (liquidating programs) is forecast for the current and budget years. 
Administrative costs are estimated at $173,000, a small increase over the amount 
available for the current year. The increase is for the purpose of expediting the 
disposal or liquidiation of some of the residual assets in the revolving fund, and 
to assure the collection and repayment of funds due the Government in an amount 
far in excess of the expenses involved. 


Community disposition activities 


The expense estimate for this activity in 1959 is $600,000 compared to $718,000 
for the current year. Disposition of properties at Oak Ridge, Tenn., has pro- 
ceeded very rapidly and substantial progress in disposition at Richland, Wash., 
is forecast by the end of 1959. Accordingly, the budget forecasts a reduction in 


staff and expenses, and the payment of substantial liquidating dividends to the 
Treasury. 
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TaBLe I,—Sources of funds for siaff expenses 


Actual, 1957 | Estimate, Estimate, 
1958 , 1959 





Appropriations: 
Salaries and expenses: 





i Midin ocd aca ndoathiberewdshadenewenwie $6, 225, 000 $6, 930, 000 $8, 850, 000 
Supplemental Appropriation Act, 1958...........-....|----....-.-. ind 450, 000 |-..-- 2.22.22. 
Total, Salaries and expenses. __-.__--..-.-._--.----.. 6, 225, 000 7, 380, 000 8, 850, 000 
Transfer from Federal Civil Defense Administration... _.. 06, O00: | esi at ieg ish cea 


Farm housing research, Supplemental Appropriation Act, 























oe ME ESSE OE REE RR Ft te BOS 
Authorizations: 
College housing loans... -............--..----...--- a” 1, 377, 000 1, 675, 000 
Public facility loans... 0.4 5-203). 94sese sani ieilels 400, 000 550, 000 
Community disposition activities___......-...--...-....-- 718, 000 600, 000 
Revolving fund (liquidating programs): 
IE BG io esse 4 teins - baste Seb 120, 000 173, 000 
Reorganization Plan No. 1 of 1957__ dani aeickb dias 
Total, revolving fund.» .-.2.......54.1.-.-.2.12-.2. 142, 000 173, 000 
Total, sources of funds_______.-.-..-....--...--.--.- 10, 032, 000 11 000 
Unobligated balance, estimated savings.__-_-_-2.02_2--77 2 308, 072 |_.__- aire Ut nny 
nd in etinehs abietbeweesio« 8, 195,712 10, 032, 000 11, 848, 000 
Adjustment for retirement___...--........--...-.------.---..- WP EEE 1hse8. 3s. ksh) seek 
I a crrcdninecdnonnics eiieeiibelasikccmhbetnnn ont 8, 616, 000 10, 032, 000 11, 848, 000 
TaBie II.—Comparison by activity 
Actual, 1957 Estimate, 1958 Estimate, 1959 
Program or activity June 30} Total j|June 30} Total (June 30) Total 
em- obliga- em- obliga- em- obliga- 
ploy- tions ploy- tions ploy- tions 
ment ment ment 
Geneéral agency supervision. ___._...-..__. 129 | $1, 143, 736 127 | $1, 200, 000 123 | $1, 150,000 
Consolidated compliance activities_....... 70 515, 727 72 578, 000 74 590, 000 
Voluntary home mortgage credit_.__.....- 71 7, 319 57 450, 000 55 425, 000 
Public works planning advances. _.....-- 49 336, 390 62 443, 000 62 500, 000 
Urban renewal, administration........... 516 | 3, 628, 965 605 | 4,709, 000 770 6, 085, 600 
Defense planning activities. .......-...-.- 8 WED Yo ee thiscgreasnece 20 100, 000 
Subtotal, salaries and expenses-._._- 843 | 6,158, 677 923; 7,380,000 | 1,104 8, 850, 000 
College eet Re ete eaten on added 146 | 1,018, 483 175 | 1,377,000 212 1, 675, 000 
Publie facility loans__..-......-...--.---. 39 268, 515 57 400, 000 73 550, 000 
Liquidating activities_____<.___......-.-.- 29 210, 793 17 142, 000 7 178, 000 
Community disposition program._._...... 9S 589, 244 95 718, 000 80 600, 000 
Eee MIEN POROIN on snc teem cecdahopaanchisnee<Gnaets 3 TERT: hn eeircinniniciee vial 
Total obligations.....................- 1,155 | 8,195,712 | 1,270 | 10,032,000 | 1,496 11,848,000 
Adjustment for retirement..-.............-|--....-- Ss TED Tikie bined eo heods athe elds Plies -co2slse-cteuaven 


BGTINOG, MINOR. ee bah be wh nda <p ne shecemeard 8, 616, 000 |..--.--. 10, 082, 000 |....-..- 11, 848, 000 
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TaB Le III.—Comparison by organizational unit 




































































Actual, 1957 Estimate, 1958 Estimate, 1959 
Organizational unit jg ‘ 
June 30 ‘ June 30 June 30 
employ-| Net cost jemploy-| Net cost jemploy-| Net cost 
ment ment ment 
Departmental: 
Administrator’s Office. ._............. 12 $112, 513 12 $113, 000 12 $114, 000 
Modit rene :_:. .- 5.25.32. 2 Lites 30 135; 069 31 190, 000 31 190, 000 
International Housing Service. _____- 4 31, 967 4 32, 000 5 , 000 
Racial Relations Service. -___- 5 40, 547 5 40, 500 5 41, 000 
Coneressional Liaison and Public 
bt it iid EB! a 19 126, 765 23 156, 000 23 158, 000 
Division of Plans and Programs_____- 36 255, 241 39 287, 000 42 324, 000 
Office of the General Counsel_._-.._-- 35 243, 644 36 267, 000 41 297, 000 
Administrative Staff Services_____-___- 86 462, 550 95 567, 500 105 627, 000 
General Services Branch-._..._._..._. 56 261, 018 58 278, 000 64 329, 000 
Division of Compliance-______--_____- 61 377, 959 63 406, 000 65 416, 000 
Voluntary Home Mortgage Credit-_ 61 343, 480 48 297, 000 47 275, 000 
Community Disposition-____.._..._- 82 321, 359 7 440, 000 62 353, 000 
i Urban Renewal Administration_._____ 103 721, 186 117 811, 000 130 930, 000 
Community Facilities Administra- 
TN nic cguhsiibcantihsnnneh Mn ns 68 399, 333 67 454, 000 76 522, 000 
Subtotal, departmental... __- Se 658 | 3, 832, 631 674 | 4,339, 000 708 | 4,615, 000 
Regional offices (including Puerto eres ar?) 
Regional administrator _- 21 173, 591 26 184, 000 27 191, 000 
Community requirements branch_- 15 102, 119 15 113, 000 24 142, 000 
Legal branch... ...........-.-.--- ll 60 Deke 66 427, 000 82 505, 000 
Administrative branch ____- ete 61 721 61 292, 000 4 374, 000 
Community facilities branch... 35 171, 226 36 224, 000 43 259, 000 
Engineering branch. See nee 39 276, 737 57 375, 000 81 487, 000 
Financial analysis branch... __- eUSkL 37 204, 499 43 278, 000 57 343, 000 
Urban renewal branch. ._...........-- 229 | 1,357, 795 292 | 1,821,000 390 2, 512, 000 
Subtotal, regional offices____ ays 497 | 2, 805, 536 596 | 4,714, 000 788 4, 813, 000 
Total personal services... 1,155 | 6,728,167 | 1,270 | 8,083,000 | 1,496 | 9,428,000 
Other objects of expense. _. _- ig all ll ll 1, 467,545 |....--.- 1, 979, 000 |_-_-__-. 2, 420, 000 
Total obligations__.._.._.__. wedi We 1,155 | 8, 195,712 1,270 | 10,032, 000 1, 496 11, 848, 000 
Adjustment for retirement.__..........-.~|-...-- SED Bone 04 — venta dv ening selerie ub bien th eerknr 
Adjusted total.......-.-.---.-. |. : 8, 616, 000 |__ 10, 032, 000 | Din 11, 848, 000 
DEFENSE PLANNING ACTIVITIES 
Mr. Tuomas. I note you still have the “Defense planning activities.” 
Surely Fe people do not want $100,000 for that ; do you? 
Mr. Couz. Yes, sir. 
Mr. Tomas. Who has that program ¢ 
Mr. Cotz. You mean the man who is directly concerned with it? 
Itis Mr. McFarland. 


Mr. Tuomas. I remember that he had $75,000 or $80,000 for 2 or 3 
years, and he said when the money gave out— it was sort of like our 
friend pouring the concrete: when the money gave out, the concrete 
gave out. He had been working in this program for 2 or 3 years, and 
finally the money gave out, and they quit, and have not come up with 
anything yet, but they are back in here for $100,000. 

Now, let us take a look at some of the other detailed justifications. I 
suppose we have enough in the way of a general statement in here. 


22311—58—pt. 261 
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VotuntTary Home Morteace Crepir Program 


Let us go to some specific programs. Let us go to D-1, the “Volun- 
tary home mortgage credit program.” 


PROGRAM HIGHLIGHTS 
At this point in the record we shall insert page D-1 of the justifica- 


tions. 
(The page referred to follows :) 


Program highlights 





Actual, 1957 | Estimate, 
1958 


BL cata loca Sconce ros thin aerpypebptgapeormctyepiginn 41, 606 20, 000 
I ice ate Ses tecll tenes wanenideonind wens dcdrcnapiae 53, 794 30, 000 
Loans plaved: 
hele aera cinssiichicniaicdimasininipaiibindiinmtsdniinptigiaiicd 12, 978 10, 000 
pO Rs EE RS. A ee $127 $92 
Administrative expenses: 
ete aesatemonieeninmeeanen 71 57 
EE PI Ens acc cnenspecniccodaupunetakabebeoske $487, 319 $450, 000 





INTRODUCTION 


In less than 3 years of operation, the voluntary home mortgage credit program 
has placed more than 30,000 loans amounting to almost $300 million for families 
otherwise unable to obtain home mortgage financing on reasonable terms in small 
towns and remote areas, and for minority groups. Some two-thirds of these loans 
were for families in the $3,000 to $6,000 income range purchasing homes selling 
for from $5,000 to $11,000. 

Title VI of the Housing Act of 1954, as amended, established the voluntary 
home mortgage credit program to facilitate the flow of private funds for FHA- 
insured and VA-guaranteed home mortgage loans into remote areas and small 
communities and to promote, in any area, the financing of housing available for 
occupancy by members of minority groups. All loans made under the program are 
made by private lenders with their own investment funds. 


Mr. Tuomas. May I read from some of your tables here ? 


In less than 3 years of operation, the voluntary home mortgage credit program 
has placed more than 30,000 loans amounting to almost $300 million for families 
otherwise unable to obtain home mortgage financing on reasonable terms in 
small towns and remote areas, and for minority groups. Some two-thirds of 
these loans were for families in the $3,000 to $6,000 income range purchasing 
homes selling for from $5,000 to $11,000. 

This is just what it says. It is a voluntary home mortgage credit 
program composed of committees. You have about 13 committees 
scattered throughout the United States, and we pay the administrative 
cost, and it is their job to go out and try to hustle up the money and 
pick up these guaranteed mortgages for minority groups. 


Then we have the smaller loans ranging anywhere from $5,000 to | 


$11,000 per unit. 
Is that a fair statement? You state: 


Some two-thirds of these loans were for families in the $3,000 to $6,000 in- 
come range purchasing homes selling for from $5,000 to $11,000. 


VHMCP PROGRAM AUTHORIZATION 


When does your authorization expire? 
Mr. Corz. July 31, 1959. 
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Mr. Tuomas. July 31 of this year; is it not? You are seeking legis- 
lative authorization to continue operations? = 

Mr. Frantz. It;was.extended to 1959, Mr. Chairman. 

Mr. Tuomas. You already have it, then ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. When was it extended ? 

Mr. Frantz. In the Housing Act of 1957. 

Mr. Tuomas. And now you have 2 more years? 

Mr. Frantz. That is right, sir. 

Mr. Tuomas. You had 71 employees in 1957, 57 this year, and you 
want to drop it down to 55 in 1959? 

Mr. Frantz. Yes, sir. 4 

Mr. Tuomas. I believe the justification states that you are virtually 
out of business in some sections by virtue of tight money. 


VHMCP REGIONAL COMMITTEE OFFICES 


How many offices are you going to have this year, and how many 
yn have last year? 
r. 


Graves. Mr. Chairman, we had 15 last year, and we have 13 
this year. ' 

Mr. Tuomas. Where are they located? 

Mr. Graves. We have consolidated two regional committees. We 
consolidated the Boston Office with the New York City Office, and 
the Minneapolis office with the Chicago office. 


Mr. Core. The list of them appears on page D-6 of the justifica- 
tions. 


Mr. Tuomas. You call those offices or committees? 

Mr. Graves. They are regional committees, but they are VHMCP 
regional committee offices under the Administrator. 

r. Tuomas. I have been to 2 or 3 of your offices, and they are 

small. You usually have 1 or 2 people working in them. 

We will insert into the record at this point the tables which appear 
at the top of page D-6 of the justification. 

(The tables referred to follow :) 


Voluntary Home Mortgage Credit Program 


Regional 
committee 
Location : staff 

Now York, N.Y... diwils.ineckissausol i Sie es 2 
WOSIREOOR, Dy Onnceeetieehonepeprebe,=bismatientetpe bitten Sell 3 
NOUR, Wis Ciiaittitsete hte ep citer b dacs esereeprininitninasieattcatl 4 
Mtiesnie, Oe ss oh UE EE ch ann caldnd cc nshlandaes ae 3 
RG Vey: | TUR ieee tuticnititionnntdcitnbaychanitidas whe deb, Sate A > Sit 3 
Cherelend, .O010...0.-cncresisnentines caddie Bi Lindt. 4 
CCR GO, Fil acne nednsmansccnnawdepitibteinbadibl date cisatassiiel sb. 2 
IE | I cc iaetiini tate heatillltae tatiana eit Me ree tae Ee eae 3 


New Orleans, La 
DOTIRG; TOK nice ricecmninditnssid banal ck A A aie 2 
Salt Lake City, Utah 


conned nei antares tanec ititatatae li tailing Nie 2 
Oy Cas caper ennneetn st aed pied 4b in ceieilhatahl ths merece tenitieseenenenedin 2 
RE eB“ ee CE I ETA EER 2 
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VHMC ADMINISTRATIVE EXPENSES 


Mr. Tuomas. We will also insert the information with reference 


to the administrative expenses which appears at page D-7 of the jus- 
tifications. 


(The page referred to follows :) 


Comparison of Administrative Expenses 


Estimate, 
1959 


June 30 employment: 
Headquarters staff 
Field locations 
Total, departmental 
Obligations: Personal services. 
Other objects of expense: 


eeph2 8 
ZESS28SSSES is 


Ot 

Sup ahd materials 
Equipment 

Retirement contributions. 
Refands, awards, — indetnities 


pone tt 
S2SSSEs 


orn 


— 


Subtotal, other objects 


Total obligations 
Adjustment for retirement 


Adjusted total 


Mr. Tuomas. The administrative expense is estimated for 1959 at 
$425,000 as against $450,000 last year. 

Is it worth the money ? 

Mr. Graves. Yes, sir; it is, I think, Mr. Chairman. It is significant 
that this program has been of service primarily to families of modest 
means who buy low-priced homes. 

Mr. Tuomas. As.a matter of fact, that is the big untapped market 
in this country anyway; is it not? 

Mr. Graves. Yes, sir. 

Mr. Tuomas. What are you doing about that? 

Mr. Graves. Sixty-three percent of our loans—— 

Mr. Tuomas. Everyone cannot live on Main Street. 

Mr. Yates. They try. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 


Are you doing: any business in Chicago with reference to teaching 
them how to build their own homes? 


LOANS FOR MINORITY HOUSING 


Mr. Graves. Yes, sir; we have placed 138 homes for members of 
ne groups in Chicago. 


Mr. Yates. In 3 years of operation ? 
Mr. Graves. That is a 45 percent placement ratio. 




















963 


Mr. Tuomas. And you had how many employees in Chicago plac- 
ing 34 or 40 homes a year? , 

Mr. Graves. We haye 2 employees there. 

‘Mr. Core. But not placing 35 or 40 loans, We have more than that, 

Mr. Tuomas. I believe he said 138 homes in 3 years. 

Mr. Core. That is in Chicago only. 

Mr. Tuomas. You have three employees there, and that figures out 
at about 35 or 40 a year. 

Mr. Graves. But, we only received, Mr, Chairman, 359 applications. 

Mr. Corx. The Chicago office had 2,500 loans, Mr. Chairman. 

Mr. THomas. And you mean only 140 of them were in Chicago? 

Mr. Corz. That is because they are all minority loans, We only 
handle minority loans in Chicago. 

Mr. THomas. You mean your jurisdiction is confined in Chicago 
just to these ? 

Mr. Core. Yes, sir; the program was set up to provide funds for 
so-called remote areas—by that, I mean remote from a financial] stand- 

int. 
Mr. Tuomas. You are right about your word “remote.” 

Mr. Vorsexit. What is a minority loan? 

Mr. Core. That involves a loan to Negroes or to Puerto Ricans, or 
to any minority group such as that. 

Mr. Tuomas. Why confine your program to only minority people 
in Chicago? You have some poor people there also; do you not 

Mr. Core. That is statutory, and, therefore, it is the policy of the 
program. 

Mr. Tuomas. What is statutory ? 

Mr. Cote. It is provided by Congress in the statute that the 
VHMCP can process minority loans any place. 

Mr. Tomas. There is no limitation as to where? 

Mr. Corr. That is right, as well as other loans in the so-called small 
towns, although I do not like the use of that word. 

Mr. Tuomas. Is that mandatory? 

Mr. Coxe. Yes, sir. 

Mr, Tuomas. Or, is it permissive ? 
Mr. Coir, No; it is mandatory. 


ASSISTANCE FOR LARGE CITIES 


Mr. Yartrs. What do you do for big cities like Chicago if you are 
permitted only to make such loans in remote areas ? 

I remember that some of the people who were before us from the 
Veterans’ Administration told us that they could not make direct loans 
to cities like Chicago and that their loans were available only to re- 
mote areas. 

Mr. Core. Yes, sir. 

Mr. Yates. I learned also from Mr. Mason when he was in here that 
there were no credit available for apartment construction in the city 
of Chicago, and that most of the credit was being channeled into home 
construction rather into big city dwellings. 

Are there any Government aids that are actually being used in the 
construction of rental housing, or housing in Chicago, and in cities 
such as Chicago? 

Mr. Cote. Yes, sir; many. 
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Mr. Yates. I would like to give you an example as to what has oc- 
curred with respect to a constituent of mine: 

_ He has an FHA approved application for $4.5 million and has had 
it for 9 months, but has not been able to sell it. 

Mr. Core. That is understandable. No. 1, of course, Mr. Yates, a 
place like Chicago has great financial institutions, great savings insti- 
tutions with large sums of money with people knowledgeable about the 
business of lending funds. 

In a town of 2,500 or 5,000 they have small financial institutions, 
and not large numbers of people familiar with the mortgage lending 
business, and if a financial institution in Chicago wants to loan money, 
they prefer to lend it in Chicago for a number of reasons. The actual 
expenses involved in servicing the mortgage are much less if they lend 
it in Chicago, and therefore they tend to loan the money as near at 
home as possible. 

Mr. Yates. Except there is no money being loaned. 

Mr. Cotz. Now, they do send some money out into the so-called 
smaller areas, but not so much. This VHMCP program is an effort 
to channel funds to the smaller towns. 

Mr. Tuomas. Specifically ? 

Mr. Cotz. Yes, sir. 

I can go into what we do with FNMA support with which you are 
well familiar. 

Mr. Yates. I am familiar with the fact that FNMA is not support- 
ing any loans in Chicago. 

Mr. Cots. Oh, yes. 

Mr. Yates. When my time for questioning comes up, I will go into 
it further. 

MINORITY HOUSING IN CHICAGO 





Mr. Graves. Mr. Yates, I would like to answer your question with 
respect to rental housing for minority groups in Chicago. 

We placed a 342-rental unit for minorities in Chicago under this 
program, and FHA 213, with one of our participating lenders. 

Mr. Yates. You placed one. How many applications did you have? 

Mr. Graves. That is the only one we have received requesting assist- 
ance for a co-op. 

Mr. Yates. This is under “cooperative housing” ? 

Mr. Corr. This one was. They can take the cooperative housing 
loans. 

Mr. Yares. I would like to go into that further, too. 

Mr. Graves. The point is that we received 359 applications from 
minorities in Chicago, and we placed 138 of them. 

Mr. Tuomas. Out of your total of 359 applications, that is not a bad 
average. 

Mr. Graves. It is about 45 percent. 

Mr. Tuomas. How many were single units, and how many were 
multiunits ? 

Mr. Graves. The entire 138 were single units. The 342 units were 
rental units for the minorities, and 138 were for individual owner 
occupancy ; 342 were rental units. 

Mr. Tuomas. You did not have but one application for rental 
units—multifamily units ? 
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Mr. Graves. Yes, sir. 

Mr. Tuomas. And that one was granted ? 

Mr. Graves, Yes, sir. 

Mr. Tuomas. That isa pretty good record. 

Mr. Yates. I do not understand why you had only one application. 

The problem of housing our people in Chicago is tremendously acute, 

icularly with respect to the field of minority housing, and it is 

just unbelievable to me that you would have only one application. 
Mr. Graves. Mr. Yates, the promoters of this type of housing are 

utilizing facilities of FNMA and the private institutions cannot com- 

pete with FNMA. 


Mr. Yares. I think that is true under the way FNMA is operating 
now. I donot think the private institutions can compete with FNMA. 


Community Facrmuirres ADMINISTRATION 


Mr. Tuomas. Let us take a look at your program for public works 
planning. This is the first of the community facilities programs. Mr. 
Commissioner, we will put your statement in the record at this point 
and then take a look at this program. 

(The statement is as follows.) 


STATEMENT OF JOHN C. HazELTINE, COMMUNITY FACILITIES COMMISSIONER 


The CFA is a constituent unit of the HHFA assigned responsibility for: (1) the 
active programs of advances for public works planning, the college housing loan 
program, and the public facility loans program; (2) the liquidating activities 
for the Alaska housing program, loans for prefabricated housing, defense com- 
munity facilities, public agency loans (RFC); (3) the management of the active 
“shelf” of public works planned under the first and second advance planning pro- 
grams; and (4) certain phases of the program of Federal financial assistance for 
school construction under a working agreement with the Office of Education. 

Included in the Agency budget request are funds for the CFA programs de- 
scribed below. 

1. Advances for public works planning..—Funds are advanced to local public 
agencies to finance the planning of specific public works. These advances are 
interest free and become repayable when construction of the planned project 
begins. 

The estimates request the appropriation of $8.5 million of program funds which, 
coupled with estimated repayments of $1.5 million provide for a $10 million pro- 
gram during fiscal year 1959. The administrative funds requested amount to 
$500,000, an increase of $57,000 over the amount authorized for fiscal year 1958. 

2. College housing loans program.—Interest-bearing loans are made to institu- 
tions of higher learning to finance construction of dormitories, dining halls and 
other service facilities. No assistance is provided for the construction of direct 
educational and administrative facilities. The Housing Amendments of 1955 
authorized loans for “other service facilities” and set a maximum of $100 million 
on the use of program authorization for such loans; the Housing Amendments of 
1957 provided for the use of $25 million of loan funds to hospitals for the con- 
struction of housing for student nurses and interns. The funds authorized under 
these two amendments will be committed during fiscal year 1958 and additional 
program authorizations are not being requested for these types of direct loans 
in fiscal year 1959. There will, however, be continuing work on these commit- 
ments during fiscal year 1959 and probably fiscal year 1960. 

Loan funds are obtained by borrowing from the United States Treasury. The 
borrowing authority is currently $925 million. (An increase in the borrowing 
authority will be proposed in the legislative program for fiscal year 1958.) 

The act provides that funds so borrowed may be used for administrative ex- 
pense at levels approved by the Congress. The estimate now before the committee 
requests authority to use $1.675 million for fiscal year 1959 administrative costs. 

3. Public facility loans program.—Interest-bearing loans are made to State 
and local governments or their agencies to finance the construction of specific 
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public works. The program is financed by statutory borrowing authority of $100 
million. Loan funds are obtained by borrowing from the Treasury. Administra- 
tive costs are payable out of such borrowing but are subject to annual limitations 
in the Independent Offices Appropriation Act. 

The estimates request authority to use $550,000 for fiscal year 1959 adminis- 
trative costs. 

4. Liquidating activities —This involves the liquidation activities of the pro- 
grams of Alaska housing, prefabricated housing loans, war public works, and 
defense community facilities; and the management of the “shelf” of planned 
public works created by the first and second advance planning programs, which 
expired in 1947 and 1951, respectively. 

The estimates request authority to use $173,000 for fiscal year 1959 adminis- 
trative costs. 

The budget program reflects a continuing growth in the receipt of new appli- 
cations, increases in approvals under the active programs, and the cumulative 
effect of postapproval processing. The fact that the approval rates are appre- 
ciably behind receipts reflects that the administrative workload continues to 
creep ahead of staff resources, particularly in the public works programs of 
CFA. Without administrative increases for fiscal year 1959, I fear that each of 
the active programs of CFA will accumulate larger inventories of new and 
postapproval work at the end of fiscal year 1959. The increases in administrative 
funds are primarily for the strengthening of regional staffs so that all activities 
ean be more expeditiously handled. 

The central office staff of CFA formulates and issues the policies and procedures 
governing the administration of all CFA programs and activities; makes final 
determinations on loans under the college housing and public facility loans 
programs, and on advances for public works planning in excess of $15,000; and 
provides continuing training, program policy guidance, and technical supervision 
to the staff in the regional offices assigned to CFA programs. The CFA also 
develops annual program goals and objectives and analyzes nationwide progress ; 
participates with regional staff in resolving new and complex problems connected 
with its programs, and handles on a centralized basis the liquidating programs. 

Other units of the OA perform services for the CFA and its programs in such 
areas as investigations, accounting, audits, and administrative services. 

The regional office staff provides the day-to-day contacts with universities, 
colleges, and local public agencies and their staffs in the technical details of 
applications for Federal assistance to plan and/or construct needed facilities. 
These contacts involve the furnishing of advice and guidance on program poli- 
cies and in the technical areas of finance, engineering, and legal in both applica- 
tion review and in the postapproval work. 

The lending activities of the CFA loan programs have already reached sub- 
stantial levels and sizable increases are expected under our current estimates. 
As of January 31 cumulative commitments under the college housing program 
totaled $818 million; and public facility loans approvals totaled 111 for $23.5 
millions. The estimates for fiscal year 1959 anticipate that these will rise to 
approximately $1 billion under the college housing program, and 231 approvals 
amounting to $54 million for public facility loans. Similarly, in the program of 
advances for public-works planning there were approved planning advances 
amounting to $11.6 million as of January 31 and it is anticipated that in fiscal year 
1949 this figure will rise to $27.5 million. 

I would like to comment briefly on the presentation for the revolving fund 
(liquidating programs). The committee will note that this portion of the budget 
has, for the first time. heen presented in two phases to show (2) those items 
not considered disposable under existing conditions, and (6) those assets con- 
sidered to be disposable. This has heen done in an effort to put fully before the 
committee the status of ail items in the programs under the revolving fund 
(liquidating prorrams) and to reflect that, of the estimated receipts of $2,755,000 
for fiscal vear 1959. only $173,000 of administrative funds will be expended for a 
net receipt of $2,582,000. 

Tam hopeful that the budget presentation was so designed as to be of maximum 
assistance to the committee in reaching its conclusions. I will be pleased to 
answer any questions the committee poses. 
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Pusitic Works PLANNING ADVANCES 


Program and financing 








1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
Commitments for planning advances (total program 











UNENY 6, Casas. cute ss. tine ene oe nae ee $5, 570,914 | $10, 000, 000 $10, 250, 000 
Financing: 
Amounts becoming available: 

Cuneceo Ur aavenwen. ~~ ees ee 107, 726 500, 000 1, 500, 000 
Appatiptietiogis ius. 250i. Eek i ae 7, 500, 000 5, 000, 000 8, 500, 000 

Total amounts becoming available...........______- 7, 607, 726 5, 500, 000 10, 000, 000 
Unobligated balance brought forward____........._-_- 3, 398, 392 5, 435, 204 935, 204 

Total amounts available.._...._.-............-...-. 11, 006, 118 10, 935, 204 10, 935, 204 
Unobligated balance carried forward_............._._- —5, 435, 204 —935, 204 — 685, 204 
Financing applied to program. -_:_-................- 5, 570, 914 10, 000, 000 10, 250,000 





Mr. Tuomas. Mr. Reporter, at this point put page E~-1 in the record. 
(The page referred to follows :) 


Advances for public works planning— program highlights 


{In thousands] 











1957 actual 1958 estimate | 1959 estimate 
Applications received__......._. inet bE stint Someta aes 416 550 650 
Net approvals: i 
SINR Riis ad hin ahha Meilntns acnncksisenntanestemrrnn aay 237 | 340 350 
tata atts sc dhti een epichihntaiatinip nated Miedema $5, 620 | $10, 000 $10, 250 
Plans approved: 
I ee nde Ahk hehe eh cna caumconnienl 70 | 200 340 
Advances disbursed. . ...--~- 25.2422 -2 522k. $1, 300 $5, 700 $9, 550 
SSS ee di tle BS $108 $500 $1, 500 
Revolving fund: 
Serenata, . aii 0 A aL $12, 000 $12, 000 $14, 000 
POTION so ct snd rd ihe ode eks dail ted, 7, 500 | $5, 000 $8, 500 
Administrative expenses: 
June 00 ceoupleyment..--..220 St Ne 49 | 62 62 
I i $336 $443 $500 





PUBLIC WORKS PLANNING FUND 
Mr. Tuomas. You state that— 


Under the statute, the program is financed by a revolving fund to which ap- 
propriations are authorized up to a maximum of $48 million. 

You have $8.5 million for 1959, and the total fund is $48 million 
over a 4-year program. For 1957 you had $7.23 million. This is for 
advances in the public works program. If they go ahead and draw 
the plans and specifications and later put the plans in the works, you 
expect to collect your money; do you not? 

Mr. Hazeitrme. That is correct, sir. 

Mr. Tuomas. This is about the third or fourth program of public 
works planning, is it not, Mr. Hazeltine? 

Mr. Hazevtine. It is the third program. 

Mr. Tuomas. This is more than the third; is it not? We had at 
least two here before GSA was ever organized. We had 1 or 2 under 


General Fleming and this is No. 4 or 5. We had housing scattered all 
over the lot about 15 or 18 years ago. 
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PURPOSE OF PROGRAM 


At this point in the record we will insert page E-2 of the justifi- 
cations. 


(The page referred to follows :) 


INTRODUCTION 


The program of advances for public works planning, authorized by section 702 
of the Housing Act of 1954, as amended, was enacted to encourage municipalities 
and local public agencies to prepare and maintain a current and adequate re- 
serve of planned public works which could readily be placed under construc- 
tion, and to promote economy and efficiency in planning and building publie 
works. Under the statute, the program is financed by a revolving fund to which 
appropriations are authorized up to a maximum of $48 million. 

Through the end of fiscal 1957, the Agency approved planning advances amount- 
ing to some $7,250,000. According to generally accepted guides, the construction 
potential of these plans is estimated at about $460 million, while the employ- 
ment potential would be about 34,500 man-years. Under the program for the 
current year and that proposed for fiscal 1959, cumulative advances will rise by 
June 30, 1959, to some $27 million, while the construction and employment po- 
tentials will reach $1.5 billion and 112,500 man-years, respectively. 

As the program goes forward, a growing number of communities are basing 
local public works construction on more thorough preliminary surveys and in- 
vestigations, studies of alternative types of projects, and selection of the solution 
best suited to local needs. The availability of these well-planned projects pro- 
vides them with a firmer basis for scheduling overall local public works con- 
struction and aids in achieving more economical financing. The national res- 
ervoir of planned projects is, in turn, a stabilizing factor in the public works 
component of the general economy. 


CONSTRUCTION POTENTIAL OF PROGRAM 


Mr. Tuomas. You state as follows: 


Through the end of fiscal 1957, the Agency approved planning advances 
amounting to some $7.25 million. Under the program for the current year and 
that proposed for fiscal 1959, cumulative advances will rise by June 30, 1959, 
to some $27 million, while the construction and employment potentials will 
reach $1.5 billion and 112,500 man-years, respectively. 


Whoever came up with those figures really had a good imagination. 
Was that you, Mr. Frantz? 
Mr, Frantz. No, sir. 


Mr. Tuomas. You must have had someone stay up all night to 


figure that out for you. 
Mr. Hazeurine. Those are based upon general averages, sir, for 
construction of that type. 
Mr. Tuomas. You are looking for an $8.5 million appropriation 
this year? 
Mr. Hazeurtne. Yes, sir. 


WORKLOAD DATA 


Mr. Tuomas. Let us look at the workload: 

Applications received in 1957, 416; for 1958, 550; and for 1959, which is an 
estimated figure, 650. 

What is your experience in the first 6 months of 1958 with reference 
to this figure of 550? l 

Mr. Wuarton. Very good, Mr. Chairman. We have received about 
304 applications 
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Mr. Tuomas. In 7 months, you mean ? 

Mr. Wuarrton. Yes, sir. 

Mr. Tuomas. You really hit it right on the head. 

Mr. Wuarrton, It was pretty close. 

Mr. Tuomas. You approved 70 out of this 416, is that correct, and 
advanced $1.3 million in 1957, and you estimate you will approve 200 
this year? 

Mr. Wuarton. 340, we estimate for this year, and so far we have 
approved 149. Those are pe approved, Mr. Chairman. There 
is a difference between applications approved and plans approved. 
After we approve the application and the applicant goes ahead and 
does the planning work, then we check over the plans and then dis- 
burse the money. 

That figure is actual plans that were completed as of 1957, rather 
than applications approved. 

Mr. Triomas. If you are going to approve the plan, what is the dif- 
ference ? 


APPLICATION AND PLAN APPROVALS 


Mr. Wiarton. One is an application, sir, which we approve, and 
which permits the community to go ahead and start planning. Then 
when the plans are completed, we review those and disburse the plan- 
ning money, so the community can start construction, but we must 
approve the plans first. 

r. Tuomas. Where is that figure? 

Mr. Wuarton. The applications will be approved at the rate of 
340, estimated, for 1958. 

Mr. THomas. Plans approved, is how many ? 

Mr. WxHarton. Two hundred. 

Mr. Tuomas. That is what I said; was it not? This is your table, 
not mine. 

Mr. Hazexrine. The approval of the contracts on which the advance 
is made is the first approval. After the plans are completed, they 
are reviewed to determine if they conform to the contract which we 
made with the applicant. 

Mr. Tuomas. When you get through with your applications of 550, 
you will approve about 200. Is that the sum and substance of it? 

Mr. Wuarton. That many will be completed by the communities. 
The actual planning work will be completed by the communities to 
that extent ; 340 will actually be authorized to go ahead. 

Mr. Tuomas. At a total cost of what ? 

Mr. Wuarton. Approximately $5.7 million. ' 

Mr. Tuomas. That is what draws the blood; is it not?—that 200? 

Mr. Wuarton. Yes, sir. 

Mr. Tuomas. We are not arguing about that, then, are we? 

Mr. Wuarrton. No, sir. 

Mr. Tuomas. Your estimate for this year is 340, and you are going 
to approve actually that many, and that is what is going to take from 
the fveumaby $9.55 million, and you are going to do it with that same 
62 people that you had last year with which you approved 200. 

That means you might be a little topheavy for 1958; does it not ? 

Mr. Hazertine. No, sir; on the contrary. We have had a backlog 
most of the time, and it has been difficult to keep up with the actual 
planning work. 
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Mr. Tuomas. Your backlog will increase in 1959 if you have more 
applications, and still have the same number of employees. We do 
not like backlogs. How old is that backlog now in point of time? 

How long do you have to wait? 

Mr. Hazevtine. We have had a backlog at every level on advance 
planning during the year. Some of the plans are quite easy to ap- 
prove, and it does not take too long. 


REGIONAL EMPLOYMENT 


Mr. Tuomas. How many people do you have in each one of your 

regional offices? 
r. Hazeuttne. They are not shown separately for advance 

planning. 

Mr, Tuomas. They are not? 

Mr. Hazevtine. Only in man-years. 

Mr. Tuomas. Well, of course, this program is handled in your re- 
gional offices; is it not? 

Mr. Hazettine. Yes, sir; by the same people. 

Mr. Tuomas. How many people do you have in the central office 
doing this work in this program ? 

Mr. Wuarton. Table E-10 provides the table of employees. 

It covers the departmental and the field. 

Mr. THomas. Out of your 62 it is 25 in the department against 37 
in the field ? 

Mr. Wuarron. That is correct. 


CENTRAL OFFICE AND FIELD WORKLOAD 


Mr. Tuomas. And yet your program is approved in the field; is it 
not ? 

Mr. Hazerrine. The program is approved in the field up to 
$15,000. If the advances are over $15,000, the approval comes from 
the Washington office. 

Mr. TxHomas. Well, how do you break your workload down between 
the District and the field ? 

Mr. Hazeritne. That was done to expedite the smaller advances in 
an attempt to get them out quicker to the applicant. 

Mr. Tuomas. How does the workload break itself down between the 
field and the District ? 

Mr. Wuarton. Approximately 45 percent of the applications that 
have been approved in the past year are under $15,000. 

Mr. Tuomas. And, the field has to work both applications over ? 

Mr. Wuarton. Yes, sir. 

Mr. Tuomas. Are you not a little topheavy in the District and, 
maybe, that accounts for your accumulation of a backlog in the field ? 

Mr. Hazertine. No, sir; the District, of course, handles all 6—the 
Washington office handles all 6 of the regions, and handles all of the 
reviews, and approvals, above $15,000. So it handles the work for 
all 6 regions. 

Mr. Tuomas. And the work is done in the field although they send 
it up here for you to approve? 

pe HAZELTINE. The ground work is done in the field, for all of 
them. 
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Mr. Tuomas. That is what takes the time and the man-years; is 
it not ¢ ‘ 

Mr. Hazextine. Thatiscorrect,sir, _ j 

Mr. Tuomas. Well, the way to get rid of that backlog is to take 
about 12 or 13 of your people in the District and send them to the field: 
is it not ? } , 

(The following was submitted subsequently for the record :) 

Nore.—The 25 positions in the Washington area discussed in the foregoing 
testimony are not all technicians engaged in review and approval workload. 
They include, in addition to review of applications, and plans, staff for other 
administrative, technical, financial, and general services rendered by the Com- 
munity Facilities Administration and by the Office of the Administrator. Serv- 
ices rendered include personel services, fiscal accounting, budget formulation 
and execution, development of national standards, procedural development, and 
program development, and program review and analysis, which are all per- 
formed in the Washington area on a national basis. 


BACKLOG OF WORK 


Mr. Hazevtine. We have a backlog here in the Washington Office, 
usually, trying to keep up with the advance planning approvals, 

Mr. Tuomas. How far are you behind in point of time in your back- 
log in the field and in the District? 

Mr. Hazevtrne. I cannot make a specific statement on the length of 
time that we are behind on any one particular application. 

Mr. THomas. You do not have any backlog, then. 

Mr. Hazevrine. We have 154 applications on hand in the field at 
this time for approximately $5.2 million. 

Mr. Trromas. The dollar amount does not mean anything. You 
have 154, did you say? 

Mr. Hazertine. Yes, sir. 

Mr. Tuomas. How long have you had them? 

Mr. Hazexttne. They have been on hand varying lengths of time. 

a not have that information but we can get it for you for the 
record. 

Mr. Tuomas. How many applications do you have in the headquar- 
ters office ? 

Mr. Wuarton. We have at the present only about 10, I think, that 
have been sent in, that we are now processing. Some of them have 
some questions about them. 

Mr. Tuomas. They were not processed ? 

Mr. Wuarrton. They are being processed now. 

Mr. Tuomas. All of them are processed in the field before they are 
sent up here? 

Mr. Wuarron. Only those under $15,000 where they have complete 
approval authority. The rest are sent up to us. 

Mr. Tuomas. Let me straighten this out in the record. 

Are not all the applications processed in the field and then those 
above $15,000 sent up here for your approval; is that the picture? 

Mr. Wuarron. That is correct, although the ground work is done 
on all of them in the field. 

Mr. Tuomas. How much of a backlog do you have in the District of 
Columbia headquarters / 

Mr. Wuarron. I think there are approximately 10 projects that are 
now being processed in the central office. 
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WASHINGTON OFFICE PERSONNEL 


Mr. Txomas. Will you please give me the green sheets on your 
Washington office; let’ us see the classifications, 1 
Do you have that ? 


Mr. Frantz. You want a list of positions in the central office? 
Mr. Tuomas. Yes, sir. 


Mr. Frantz. No, sir; I do not have it. 


The chart, Mr. Chairman, shows the Community Facilities Ad- 
ministration as a whole. It does not break it down a branches. 

_ Mr. Tuomas. That is exactly the same setup now that you have 
in each one of your district offices in the field; is it not? 


Mr. Frantz. There is a community facilities branch in each re- 
gional office ; yes, sir. 


Mr. Tuomas. Do you have an exact duplicate of this setup in each 
regional office ? 


Mr. Frantz. No, sir; as a matter of fact, this planning program is 


sa ee a substantial amount of the work is done by the Engineering 
ranch. 


Mr. THomas. Think about it and see if there is not a way to get rid 
of your backlog. The answer is obvious, perhaps, to us over here. 


Ursan-RENEWAL ProcRAM 


Let us take a look at your big program. 

What about a little statement from our distinguished Commissioner 
of Urban Renewal? 

Do you want to give usa little statement on this right quick? 

Mr. Srerner. Mr. Chairman, I have a prepared statement which 
I would be glad to read or simply provide for the record. I might 
simply read the introductory portion. 

(The statement is as follows :) 


STATEMENT oF RicHarp L. STEINER, URBAN RENEWAL COMMISSIONER 


Mr. Chairman and members of the committee, I am grateful to have this 
opportunity to discuss with you budget estimates for the urban renewal pro- 
grams for fiscal year 1959. 

In the past year since I last testified before this committee, the urban renewal 
programs have enjoyed considerable success, both in terms of constructive 
utilization of the programs by cities and towns throughout the Nation and in 
terms of significant program accomplishments. In the first 7 months of the 
eurrent year, applications for new title I projects have been received at an 
unprecedented volume—111 new applications from 92 localities, most of ‘which 
will be participating in the program for the first time. Even more significant 
than the rate of new applications is the fact that the title I program has reached 
the turning point where the predominant emphasis is shifting from program 
initiation and project planning to actual project execution activities—the acqui- 
sition and clearance of land, the resale of that land to redevelopers, and the 
eonstruction of new housing and other facilities. 

The very success of the urban renewal programs has resulted in a situation in 
which the Federal administrative staff can no longer keep up with the rapidly 
increasing workload. The shift in program emphasis to project execution, with 
the increased workload in connection with projects in the execution stage, is the 
most significant factor in this situation. In spite of our continuing efforts to 
streamline operations and simplify procedures, significant backlogs have de- 
veloped which are slowing down the pace and efficiency of the title I program. 

Because of the shortage of staff, efforts have been concentrated on a few 
critical aspects of the program with fmadequate attention to other“important 
activities. Particular emphasis has been placed on accelerating the movement 
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of projects into the execution stage. Even with this concentrated effort, it now 
appears that we may not be able to meet the goals of the budget estimate. Al- 
though I am still hopeful of achieving the goal of 100 new project execution 
approvals in the current year, the latest reappraisal of the workload situation 
indicates that 80 such approvals may prove to be a more realistic figure in the 
light of current processing backlogs. This is in spite of the fact that the same 
reappraisal indicates that the number of projects completing planning and ready 
for execution will probably somewhat exceed the original budget estimate. 

Attempting to speed up the rate of project completions has been another point 
of emphasis. Here too, we will fall short of our goals. However, there has been 
very gratifying progress in getting land into the hands of redevelopers and in 
getting new construction underway. The latest report on new construction 
by redevelopers indicates that 68 major undertakings have been initiated with a 
total value in excess of $450 million. 

To meet the increasing workload, we have asked for an appropriation of 
$6,085,000. Current estimates lead us to the opinion that this is the minimum 
amount which will permit proper administration of the urban renewal programs. 
Even this amount is based on the assumption that further economy and efficiency 
can be achieved. : 

As further background on our workload situation, I would like to present cer- 
tain highlights on significant program developments of the current year as well 
as some anticipated for the budget year. 

The accelerating shift in program emphasis from project planning to project 
execution clearly demonstrates that the project planning bottleneck has been 
broken. In the past year we were able to move 56 projects into the execution 
stage, more than double the number achieved in any previous year. For the 
current fiscal year our goal is 100 new project execution approvals, a goal which 
IT am sure could be achieved if there were not such a serious staff shortage. For 
the coming year we can achieve the goal of 120 new project execution approvals 
if we have adequate staff resources. As a further indication of the success in 
breaking the project planning bottleneck, substantially all projects initiated 
prior to the Housing Act of 1954 have completed planning. In order to keep up 
this pace, we have adopted a policy that hereafter no project will be allowed to 
stay in the planning stage for more than 2 years. The following table setting 
forth the size of selected project execution activities gives clear indication of 
their growth: 


Selected project execution activities 





Actual, Estimate, Estimate, 
1957 1958 1959 

Land acquisition: 

ED WUINONES «= Suc tat ees cece esa sees es Seaneendsens 5, 860 10, 383 18, 740 

SO i sll ts spseienlnalinee ne 665 1, 129 1, 597 

Purchase price (thousands) - -.-.-.............------------ $55, 859 $92, 423 $169, i71 
I SOS nadie an tbe > <acerpaashons-dacusueibednes 8, 753 15, 079 22, 383 
Demolition: 

epee usta 05: 22.505. Ue ls 14, 703 16, 873 21, 962 

UROIITOD 4 5 abe pew br<ini'b octets - ase se¥ bese ssesd 6, 378 8, 212 11, £87 
Land disposition: 

Pe Re et nln fete 6 4 187 729 1, 044 

Sales price (Ghousands) - <i... 2-25 es LE $8, 191 $27, 625 $44, 566 





The increases in project execution activities are very encouraging, but there 
are two functions in which we have to place greater emphasis and, to the extent 
feasible, render a higher level of technical assistance to localities. The first of 
these is land disposition and project completion. This is an activity in which 
localities have had little experience. Any significant improvement will result 
in savings to both the participating localities and the Federal Government. 

' The other activity in which greater concentration of effort will be required 
in the coming fiscal year is rehabilitation. As of December 31, 1957, there were 
126 approved or proposed federally assisted urban renewal projects involving 
rehabilitation as a significant activity. Only six projects had reached the execn- 
tion stage. In these 126 projects, over 50,000 dwelling units require improve- 
ments to bring them to minimum standards of local codes. Determinations of 
the need for improvements respecting an additional 22,000 units have yet to be 
made. Against this workload, actual rehabilitation has heen started or com- 
pleted on only a few dwelling units. As it is obvions that there still is lacking 
sufficient experience in this field to know the full potentialities of rehabilitation 
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or to have worked out many of the essential techniques, close staff attention will 
be needed. 

Capital grant disbursements are another indicator of progress in project 
execution activities. For the budget year it is estimated that $60 million will 
be disbursed for this purpose. The appropriation requested is only $50 million 
because of the anticipated carryover of funds from the current fiscal year. 

Another program in which there has been a steady increase in activity is 
the urban planning assistance program authorized by the Housing Act of 1954. 
Our estimate for the current. fiscal year is for the, approval of 32 projects for 
aid to metropolitan and regional pianning agencies and 44 projects with State 
planning agencies for the provision of assistance to 310. new small localities. 
For the budget year, we are requesting an appropriation of $3,500,000 to permit 
41 new projects with metropolitan or regional planning agencies and 50 projects 
with State planning agencies to render assistance to an estimated 365 new 
small localities. 

In terms of our own management operations, there is reason to feel proud 
of a year, of successful accomplishment in streamlining operations and simplify- 
ing procedures. This is a continuing process and one in which total results are 
hard to measure because the effects are spread through all phases of operations. 
During the past year, one major administrative requirement during the planning 
stage has been eliminated, contracting procedures have been simplified, re- 
porting requirements have been reduced, the fiscal controls have been made more 
flexible, and the urban planning assistance program has been largely decentralized 
to the regional offices. We are presently in the process of decentralizing the 
approval of urban renewal survey and planning applications. These steps, to- 
gether with many others too numerous to list here, have substantially reduced 
requirements for local public agencies and saved considerable time of our own 
staff members. 

Nevertheless, in spite of the efforts at work simplification, the backlogs have 
continued to grow. To illustrate this, the following brief table indicates the 
number of title I applications on hand and requiring regional or central office 
action as of the end of the last fiscal year and January 31 of the current year. 


Applications on hand requiring official action 














June 30, Jan. 31, 1958 
1957 
os = 7 : ee cana 
A sc hin rate a cs Signe nn ess sien Spdhatlasen iets sth --| 104 147 
New planning applications -_-- ae NttcanautunasUmuNteseieauanaie | 86 85 
Loan and grant applications (preliminary) -....-..........-.-.-.-----.....-.- | 16 44 
Loan and grant applications (final) --..............----.---------.------ rihst 2 18 





- ae ee san 7 | 





By the very nature of the urban renewal programs, the processing of appli- 
cations for assistance constitutes only a part of the total workload. Through- 
out the life of a project continuous servicing must be provided to the local 
public agency, local actions involving Federal funds must be concurred in by 
the HHFA, and direct technical advisory assistance must be provided in those 
functions in which localities have little or no experience. While it is difficult 
to measure statistically the extent to which these activities have become back- 
logged, I can state that there have been an increasing number of complaints 
about. the iong delays involved in handling these matters and the consequent 
delays and costs to local opertaions. The provision of technical advisory assist- 
ance to localities has been seriously curtailed in the face of more pressing 
demands. 

These backlogs have serious consequences insofar as overall program accom- 
plishments are concerned. The effect on new approvals for project execution 
has already been discussed. Insofar as new survey and planning approvals are 
concerned, the limiting factor on new program growth is not the availability of 
capital grant authority, but rather the availability of administrative staff to 
handle the necessary processing and servicing. 

Just as the processing of applications is only a part of the total workload, 
so the delay in processing of applications is only a part of the consequences 
of operating with an overextended staff. To my mind, it is a very dangerous 
situation to deal with complex projects involving large sums of money with an 
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administrative staff under this kind of pressure. In this situation there is al- 
ways the hazard of insufficient attention being applied to critical decisions or 
of opportunities for substantial savings being overlooked. 

The urban renewal programs can, in the coming years, achieve the goals that 
the Congress has set for them to help our American cities become better places 
in which to live. We are now at a critical point in those programs, at the point 
where they have begun to move at a rapid pace and to make a significant im- 
pact on the problems of slums and blight. But to keep up this pace, to meet 
the increasing demands that are arising, the additional staff resources necessary 
to carry out the job are urgently required. 

Mr. Tuomas. Summarize it and tell us your name, Commissioner, 
and all about yourself. 


BACKGROUND OF COMMISSIONER STEINER 


Mr. Sterner. I am Richard L. Steiner, Commissioner of the Urban 
Renewal Administration. 

Mr. Tuomas. How long have you been in this job? 

Mr. Sterner. Since last April. 

Mr. Tuomas. Where are you from ? 

Mr. Srertner. I was Deputy Commissioner for almost 3 years before 
that, and before that, for eight and a half years, was director of the 
Baltimore Redevelopment Commission in Baltimore. 

Mr. Tuomas. What is your home State? 

Mr. Sterner. Baltimore, Md. 

Mr: Tomas. You are an oldtimer and you know your way around. 
We are glad to have you with us. 

Give us the highlights of your program, Commissioner. 

Mr. Sterner. Yes, sir. 

I think the main point of emphasis is the fact of growth in the pro- 
gram and the fact that we are having a more difficult time keeping 
up with the workload with the staff available. We are having a diffi- 
cult time in dealing with an increasing backlog. We have tried to 
meet this increasing backlog and increasing workload to the maximum 
extent possible by simplification and streamlining of our procedures, 
but we are still in trouble. 


OVERSTAFFING OF CENTRAL OFFICE UNIT 


Mr. Tuomas. I am going to make the same suggestion to you that 
we did for “community facilities.” By that I mean increased person- 
nel—you have too many in the District and too few in the field. Most 
of your work is done in the field and you can only justify your field 
offices on one basis because you are guilty of layer upon layer. I think 
that is the common charge leveled against this organization. The only 
way that you can justify your regional offices is on the fact that you 
are close to the people, and the work is done with the people, and yet 
in your allocation of personnel you put too many of them in the District 
and too few in the field. 

How many did you say you have? You say you are still short- 
handed? How many new people, new jobs, do you want for this year 
against last year? 


22311—58—pt. 2——62 
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INCREASED POSITIONS REQUESTED 


Mr. Sretner. We want 14 new jobs in Weamaneen and 151 new 
jobs in the field. Practically all of the new strength is being thrown 
into the field organization. 

Mr. Tuomas. How many people do you have? What is your total 
employment as of now? 

r. Frantz. 557 on this program as of January 24. 

Mr. Tuomas. What was your appropriated number of jobs for 
1958? 

Mr. Frantz. The total employment at the yearend? — 

Mr. Tuomas. No, no.. What was your total appropriated jobs for 
the fiscal year 1958? 605? 

Mr. Frantz. For this program ? 

Mr. Tuomas. Yes. 

Mr. Frantz. Yes, sir—605. 

Mr. Tuomas. How many filled jobs do you have now? 

Mr. Frantz. 557. 


Mr. Tuomas. You have a vacancy of 55 jobs in the program now? 
Mr. Franrz. Yes, sir. 


CENTRAL OFFICE AND FIELD EMPLOYMENT 


Mr. Tuomas. What.is the breakdown between the field and the 
District ? 

Mr. Srerner. We have 233 in Washington out of 605 against 372 
in the field. 

Mr. Tuomas. In round figures, 40-60 and yet your job is primarily 
a field job. In spite of that, you have 40 percent of the employment 
in the District of Columbia. 

Mr. Sretner. Mr. Chairman, we have been increasingly decentral- 
izing our operations to the regional offices. This past year we decen- 
tralized in large measure our urban planning assistance program to 
the regions. e are now in the process of decentralizing the ap- 
proval of surveying of planning applications. 

Mr. Cote. Chairman, may I interpose on this question ? 

We have in all of our regional office operations been attempting to 
follow the policy the chairman suggested. We do believe in decen- 
tralization. We do believe in strengthening the regional offices. How 
successful we have been might be a questionable matter, but we are 
really moving in all of these programs. 


CONSOLIDATION OF HHFA FIELD OFFICES 


Mr. Tuomas. Is there any way to eliminate about 2 of your 3 
offices? It is hard for a man that does not have very much business 
with your offices—and that is about 95 percent, or 98 percent. of the 
people—to understand why this Housing Agency has to have three 
separate and distinct offices. 

r, Core. Are you talking about consolidating offices? 

Mr. Tuomas. Yes. 

You have Public Housing, FHA, and then you have an office for 
the Administrator, but one hardly speaks to the other. 


Mr. Corz. That is a matter that I should address myself to, Mr. 
Chairman. 
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Mr. Tuomas. I did not make too big an exaggeration; did I? 

Mr. Cote, Let me say there is a competitive spirit among some of 
the agencies. It is this old problem of the consolidation of the var- 
jous offices and the consolidation of activities. 

Mr. Tuomas. Different functions, I grant, but it goes back to that 
old expression “layer upon layer.” I do not know what the answer 
is. Sometimes I think that you might be able to save some money. 
I do not know whether you are going to bring on any increased 
efficiency. 

Mr. oni I think there might be a saving of money. 
Mr. Tuomas. I think it is inescapable. 
‘Mr. Coz. May I go off the record a moment ? 

(Discussion off the record.) 

Mr. Tuomas. What thought has been given now to wrappin - 
these various offices into one? You should save money, and I thin 
you can, but to say the least, if a man has a housing problem, then he 
would not have to run all over San Francisco, Fort Worth, or New 
York or Boston trying to find out which office he should go to. 

Mr. Corte. Mr. Chairman, the Administrator is naturally sympa- 
thetic to this idea. Quite frankly, we have done very little about it 
in the last year or so except to continue our studies on it. That is as 
far as we have gone. 


Mr. Tuomas. Mr. Commissioner, had you finished summarizing 
your statement ? 


FIELD EMPLOYMENT FOR URBAN RENEWAL 


Mr. Srerner. I think that that makes a brief summary of it. I 
think that our proposal for new positions puts 92 percent of those 
positions in the field and only 8 percent in Washington. 

Mr. Tuomas. Are you sure of that? 

Mr. Steiner. Yes, sir; 14 against 151. 

Mr. Tuomas. Whereabouts do you set that out? 

Mr. Sterner. Page F-41, at the top of the page. 


Mr. Tuomas. 204 for 1957 in the Department ; 233 for 1958, and 247 
for 1959. 


ADMINISTRATIVE EXPENSES FOR URBAN RENEWAL PROGRAMS 


At this point in the record we will insert page F-41. 
(The page referred to follows :) 
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Comparison of administrative expenses 




















Actual, Estimate, Estimate, 
1957 1958 1959 
June 36 employment: 
Departmental_........--- opines ahiied inte kes anteiniemedatama iets 204 233 247 
ds A Sa CAT cL a hii bed disenkwevensalkaa 312 372 523 
Total employment_-_____---- pene Chass sual scdberetndiotay 516 605 770 
Obligations: met . XK, 
Personal services: 
I a I $1, 226, 356 $1, 424, 000 $1, 658,000 
WM. Sa coc cw sen a aest VIS ESS agstienbecdestece Soom 1, 782, 763 2, 381, 000 3, 200, 000 
NE SRR Naik teste tesietactstone 3, 009, 119 3, 805, 000 4, 858, 000 
Other objects of expense: i RS 
ent Se ine Se kh ncwmunieinn edn tmmnbion 186, 025 228, 100 312, 000 
‘Transportation of things. -.............--..-...-----.- 11, 050 7, 200 
Communication services__............-..-...--...---- 80, 716 96, 000 132, 200 
Rents and utilities... -_-_- 1... .§G-L....3 68, 605 116, 600 130, 000 
Printing and reproduction ...........--.-..--..----.: 44, 834 57, 800 71, 600 
Other contractual services... ......._....-.----------- 67, 079 | 68, 200 80, 900 
Supplies and, materia}s__. -......--.....-----+4-----..- 37, 266 45,7 50, 600 
Equipment. ___- Lnmiontndiins-naniceeaveetae eae 112, 119 50, 700 | 124, 500 
Retirement contributions, __.__._...-...---------2-2--fe-----2---2--- 219, 200 287, 300 
Refunds, awards and indemnities.__............_....- 4, 905 7, 300 10, 500 
Taxes and assessments.____..________--_..--.--------- 7, 247 7, 200 9, 900 
I ne nun ocean ecceeeclineoas 619, 846 904, 000 1, 227, 000 
ne "3,628,965 | 4,709,000 | 6, 085,000 
Adjustment for retirement............-..........----.--.- | 908, O66 j.< 2222205228 iia # 
BAMENRME VOOR NOY Dan sWgits | 3,817,000 | 4, 709,000 6, 085, 000 





For the field you have 312 for 1957; 372 for 1958; 523 for 1959, 
which gives you a total employment increase from 605 to 770? 

Mr. Sterner. Yes, sir. 

Mr. Tuomas. Of the 165 increase, how many of those are in the 
Department ? 

Mr. Sterner. Fourteen departmental and 151 in the field. 

Mr. THomas. Where do you see that, on page F-41 ? 

Mr. Sterner. You have to subtract. 

Mr. Tuomas. I know how you do it, but I wondered where you 
were reading it from. I wondered if you had better glasses than 
I have. 

Mr. Sterner. I have it marked in pencil, sir. 

Mr. Tomas. This table on F-1 gives you your workload in dol- 
lars and programs ? 

Mr. Srerner. Yes, sir. 


WORKABLE PROGRAMS 


Mr. Tuomas. Let us insert page F-1 in the record. 
(The page referred to follows :) 








979 


Urban renewal programs—Program highlights 
{In thousands] 





Actual, Estimate, Estimate, 
1957 1958 1959 





Workable programs; 
Certifications 


eo hE Rie Rien ha eeetes Re ae ee 162 250 215 
puebereMowtiett is . {bie ela a elk 71 165 285 
Title I projects: 
Planning: 
Dieu -proiects approved... nc occ cnn cenntcncccencx 88 130 100 
Projects in planning during year___...........____- ai 339 384 364 
Projects in planning at end of yeaf.........._._...._-. 254 264 229 
Execution: 
New projects approved __._........--- ee 56 100 120 
Prejects in execution during year . ........-.....-.--.- 181 278 378 
Projects in execution at end of year..-___....._._.__- 178 258 353 
Title I advances and loans: 
Contracts executed (et)... ..... ..-<es-wad~o--..<-5---- $133, 808 $242, 475 $285, 475 
Federal disbursements._...._.................-...-.----- $31, 696 $73, $86, 775 
eNO MR a hittidsien cnbos swidn- | gp daad-ede sa gute ae $70, 478 $95, 000 $135, 000 
Title I capital grants: 
Contracts executed (met). ...........-.-.---------..--+-+.- $58, 715 $201, 500 $241, 600 
0 eee eee alivicmetctiaamaatadia Mean $29, 622 $50, 879 ; 
Demonstration projects: 
ee ae Eee eee ee 9 22 23 
i CT St a <b Sale .waieoacgenmecenusummeeamminease 21 42 50 
Propects at end Of yous iss is9esi ns AL WABI 20 27 21 
Wee Dmnaeet, Oxmennhitemes ya. — ot is ss de cn seeeten bee $38, 190 $58, 105 $53, 268 
Urban planning assistance projects: 
New projects approved_..............-...- SLL mada cele 51 7 91 
Tg ny RPS LED ik SB A I 83 159 204 
ER SEs OE WON i, cs cenncnscsthabuc taeketeeeee 83 113 164 
Urban planning grants: 
een ememege Rd i asi $1, 680 $3, 466 $3, 500 
AE TREE BE ES ERS Ee $651 $2, 475 $3, 100 
Administrative expenses: 
zome 20 emipsoyment... ........ =... .... 5.5 ceased ee 516 770 
pees WUNONON... -. a eck ha ee testi re oe $3, 629 $4, 709 $6, 085 





Mr. THomas. What do you mean by a “workable program” ? 

Mr. Sretner. That is a workable program for the prevention and 
oe of slums and blight, which is required by the Housing Act 
of 1954. 

ee Everything starts from that workable program; does 
it not ? 

Mr. Srerner. It is a prerequisite. 

Mr. Tuomas. What did you say it is? 

Mr. Sretner. A condition precedent to all forms of Federal assist- 
ance for urban renewal: Title I—Urban Renewal, FHA-220 and 
221—Housing, and Public Housing. 

Mr. Tuomas. After you get a workable program, then what ? 

‘ on Boxianp. The workable program is made up by the community 
itself ? S 

Mr. Srerner. It is made up by the community and it has seven 
primary parts. It indicates the community’s purpose and objectives 
in working toward what it wants to achieve to eliminate and prevent 
the future formation of slums and blight. 
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Mr. Botanp. Under a workable program, specifically with reference 
to urban renewal, what follows the workable program? What is the 
next step that the community takes? 

Mr. Sterner. Well, the next step is for the community to file an 
application for survey and planning funds. That is reviewed, and 

en a contract for survey and planning is entered into. The com- 
munity plans the project with the assistance of our regional office. 
When a satisfactory plan is presented and necessary action is taken 
by the city council we enter into a contract for loan and grant to 
execute the project. 

Mr. Boranp. I notice here on title I projects, planning, that the 
projects in planning during the year for 1958 were 384 and the esti- 
mate for 1959 is 364. Why is there a decrease? 

Mr. Srerner. That reflects the program level that was referred to 
in the President’s budget message. This year we are as at a 
program level of $300 million for capital grants reservation authority 
and the President has recommended $250 million for next year. 

Mr. Botanp. Is $250 million going to be enough? 

Actually, the rate of applications is increasing; is it not? 

Mr. Sterner. The rate of applications is increasing. 

Mr. Botanp. If you had only $300 million for fiscal year 1958, you 
ought to have more than $250 million for fiscal 1959; should you 
not ? 

Mr. Srerer. If you are going to meet the demand of increasing 
© pe nig you were to meet all of the demand, you would prob- 
ably need more than the $250 million. 


WORKABLE PROGRAMS FOR URBAN RENEWAL 


Mr. Boranp. What percentage of the communities have filed @ 
workable program? What percentage have now filed a workable 
program, as you have them listed here? What percentage of those 
communities go through right to the end, would you say, to construc- 
tion or to the actual destruction ? 

Mr. Sretner. That is a little hard to answer because the workable 
program is sometimes filed as a prerequisite to public housing and 
sometimes for-—— 

Mr. Botann. How about urban renewal, specifically with reference 
to urban renewal ? 

Mr. Mason. You mean how many applications? 

Mr. Botanp. Yes; when we actually realize the benefits of the pro- 
gram itself. I am talking about urban renewal itself, not the other. 

Mr. Sterner. There are 85 localities this year that we estimate will 
file workable programs in connection with urban renewal projects. 
That is, now communities and 125 recertifications—communities re- 
questing recertifications of workable programs certified in earlier 
years. 

Mr. Botanp. Why do you use recertification ? 

Mr. Sterner. The certification of workable programs is only for a 
1-year period. This is to encourage a progressive strengthening of 
programs by the communities. 

Mr. Tuomas. The first item is workable programs and you have 
162 certifications for 1957, 250 for 1958, and you estimate 215 for 1959. 
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By certifications you mean that you accept that as a workable pro- 
gram? You give them the certificate? 
Mr. Sterner. Yes, Mr. Cole does. 
Mr. Tuomas. How many applications have been filed? 
Mr. Sterner. Through the end of January, 142 have been acted on 
so far this year. 
Mr. Tuomas. I am asking you if you certified for 1957, 162, and how 
many plans were filed with you? How many did you reject? 
r. Sterner. I do not know of any. I do not have any record on 
rejections. 
ost of them get revised into a satisfactory form as our people in 
the regional offices work with the localities if they are not satisfactory 
in the first instance. 
Mr. Yates. How many applications? 
Mr. Tuomas, In other words, 162 is the total number? 
Mr. Yates. Applications ? 
Mr. Sterner. Yes, pretty close to that. 


SURVEY AND PLANNING APPLICATIONS 


Mr. Tuomas. The regional office straightens them? What is the 
next step after a workable plan? 

Let us say X city files its application and it is in pretty good shape 
and you issue a certificate on a workable plan. What is next? 

Mr. Srerner. They file an application for survey and planning ad- 
vance. If that is satisfactory, they get a survey and planning contract. 

Mr. Tuomas. Wait a minute; let us go a little easy. ey file an 
application for what, after you get the workable plan approved ? 

r. Sterner. For survey and planning advance. 

Mr. Tuomas. What is that ? 

Mr. Sterner. That is an advance of Federal funds to defray the cost 
of planning a specific urban renewal project. 

Mr. Tuomas. Where do those funds come from ? 

Mr. Sterner. They come out of the statutory loan authorization. 

Mr. eoeae, Are those appropriated funds or Treasury authori- 
zation 

Mr. Steiner. That is a Treasury authorization in the amount of a 
billion dollars. That was in the basic act in 1949. 

Mr. Tuomas. How much of those funds has been used up to Janu- 
ary 1 of this year? 

r. Frantz. We have a total of $372 million. 

Mr. Tuomas. Out of a total authorization of $1 billion? 

Mr. Frantz. That is in commitments, disbursements and undis- 
bursed ; $627 million is the balance outstanding. 

Mr. Tuomas. How much did you disburse under that second step 
for 1957 and how much for 1958? You estimate how much for 1959 of 
loans for planning? That is virtually what it is, is it not? 

Mr. Srerner. The disbursement is four and a third million—— 

Mr. Tuomas. Where do you find that figure ? 

Mr. Srerner. That is on page F-17. 

Mr. Toomas. Whereabouts is it on this cover sheet? 

Mr. Sterner. It is combined in title I advances and loans on the 
cover sheet. The loans and advances are combined but they are set 
out separately later in the text. 
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Mr. Troms. Loans and advances under title I? 

Mr. Sterner. Yes, sir; these advances are loans also. 

Mr. THomas. I have a little quarrel with this, if you have not found 
itout. Why can we not simplify this tabulation ? 

Mr. Frantz. We will try. 

Mr. Tuomas. Can it be done? 

Mr. Franz. It can be done if we separate it into 2 or 3 tables. I 
am afraid that the trouble we have is that there is too much informa- 
tion on it. 

Mr. Srerner. That table tries to give a generalized summary of the 
important activities. 

The last column of F-1 refers to the pages that have the more de- 
tailed tables. 

Mr. Txomas. I understand. There is nothing wrong with that. 

Mr. Frantz. The reason we did that is to keep it all in one page. 

Mr. Tuomas. Is that it? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Let us take a look at the component parts. 


PLANNING ADVANCE REPAYMENT 


Mr. Jonas. These planning advances you say are loans? 

Mr. Sterner. Yes, sir. 

Mr. Jonas. They are not loans in the strict sense the community pays 
the loan, but the repayments come out of the total funds available for 
the project? Some of those are Federal funds, are they not ? 

Mr. Srermer. That is correct. They are repayable out of funds 
that become available for the execution and carrying out of the project. 

Mr. Jonas. What part of the advance planning funds are repayable 
as an ordinary loan would be repayable instead of repaying ourselves 
with our own money ? 

Mr. Sterner. That is hard to answer directly. It becomes one of the 
obligations of the projects after they go into execution. The land is 
sold and there is a recovery of money from the sale of the land and 
then the net difference or writedown is divided one-third with the lo- 
cality and two-thirds with the Federal Government. Two-thirds is 
covered by Federal grants. 

Mr. Jonas. About two-thirds of the planning advance money would 
be repayable from Federal funds? 

Mr. Sterner. Not really that much, because part of it would be 
repaid—if you prorated the ultimate working out of the project— 
by the price at which the land was sold. 

Roughly a third of it would be repaid that way. Then the remainder 
would be divided one-third locally and two-thirds Federal. 

Mr. Jonas. At least a substantial part of the repayment of the plan- 
ning money comes from Federal money ? 

Mr. Tuomas. Exactly. 

Mr. Srerner. If you traced it all through, on the average, it would 
probably amount to 43 or 44 percent. 

Mr. Tuomas. I was trying to take it step by step, but I do not believe 
that we can do it that way. 

At this point in the record we will insert page F-5. 

In addition, we will insert page F-6 and the table on F-7. 

(The pages referred to follow :) 
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Workable programs 








Actual, Estimate, Estimate, 
1957 1958 1959 
I is wcidcmequisdine oxptinmpililain-aosdiiiaediine ideale 162 250 215 


EOIN. cans nee debiipars<toocctiegdineenbeasinnn 71 165 285 





To assure that communities move to attain their objectives according to the 
time schedules they establish for themselves, the Administrator’s certification 
of a workable program applies for only 1 year. The Administrator recertifies 
a local workable program when the community reports reasonable progress 
toward its workable program objectives. Recertification continues all types 
of Federal assistance for the local urban-renewal effort and for new low-rent 
public housing units. 

Although the workable program requirement was not established until after 
the commencement of fiscal year 1954, it has already resulted in significant 
urban-renewal efforts in a large number of communities. Steps are being taken 
or are planned to improve local codes and ordinances. In many communities, 
local codes are being developed for the first time. Almost all workable programs 
stress improvement of enforcement and inspection methods and coverage. Com- 
prehensive city plans are being broadened and strengthened. Community surveys 
have been undertaken or are planned to identify neighborhoods needing reha- 
bilitation, clearance, or other types of public action. Special organizations or 
extensions of existing municipal departments are under way to facilitate 
coordinated administration of the local urban-renewal effort. Funds are being 
raised and earmarked to assure ability to meet the local costs of urban-renewal 
programs. Special attention is being given to identifying and scheduling hous- 
ing that will permit relocation of the families to be displaced by urban-renewal 
projects. Various types of citizen erganizations and committees have been 
developed by communities to promote civic understanding of and participation 
in the local programs. 

In the aggregate, original certifications and recertifications will increase by 
well over 50 percent in the current year compared to 1957. An increasé of almost 
25 percent in the budget year over the current year is also anticipated. The 
budget year estimate is significant in that, for the first time, recertifications are 
expected numerically to exceed original certifications. All told, by the close of 
the budget year, some 733 local community workable programs are expected to 
have received the Administrator’s certification. 


UBRBAN-RENEWAL PLANNING 


The main local activity covered by the project planning estimates is the 
preparation of plans for specific urban-renewal projects. In planning an urban- 
renewal project, the local publie agency prepares studies and maps of the exist- 
ing slum or blighted area. From these analyses, plans are developed for 
delineating the boundaries of the proposed project and the new uses to which 
the land in the urban-renewal project area should be put, including the extent 
to which rehabilitation of existing structures is feasible and the extent to which 
clearance and redevelopment will be necessary. After a determination by urban 
renewal staff that the project will be eligible under the statutes and feasible 
of accomplishment and that the relocation and other statutory requirements can 
be met, the local public agency prepares detailed plans for land acquisition, 
site improvements, relocation of families, land disposition, and project cost and 
financing. These project plans provide a basis for agency review and approval 
to proceed with the project under a contract for Federal loan and capital grant. 

In keeping with the urban-renewal objectives of the Housing Act of 1954, 
areas selected by localities for urban renewal projects generally include parcels 
requiring clearance and other parcels in which rehabilitation of existing struc- 
tures, together with a general upgrading of the neighborhood, will eliminate 
blight. The conservation or rehabilitation process requires cooperation from 
property owners as well as the existence and enforcement of sound local codes 
for renovation of structures at standards consistent with the long-range urban- 
renewal objectives of the community. The project planning component of the 
estimates is summarized in the following table: 
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Project planning summary 














Actual, Estimate, Estimate, 
1957 1958 1959 

Active workload during year............................ 339 359 314 

Active at beginning of year. ...-..- 2-22 cece 251 254 239 

NE 5. ob bccn dn vchsip beets tohiian nid dkk>~ es bass 88 105 75 

Saaz SO SS ——======= 

Planning terminated.....+.....-...2----o.- cs 2 eee sell. 31 20 | 10 
Planning completed; project carried forward into execution__.- 54 100 

Remaining in planning at end of year___........._..2...-_-__- 254 239 | 184 





PROJECT PLANNING 


Mr. Tuomas. You said that your active workload for 1959 will be 
314 against 359 for 1958 and 339 for 1957. 

What is your carryover here? How long does it take you to work 
out your surveys for project planning? 

Mr. Sterner. Project. planning has varied all the way from a year 
to several years. However, we have taken steps within recent months 
to try to standardize a maximum planning period of 2 years.. 


FEASIBILITY SURVEYS 


Mr. Tuomas. You say that your active workload during the year 
1958 was 18 and for 1959 is going to be 30. That means that you are 
working on that many projects out of all the rest of them filed. What 
happened to them ? 

Mr. Sterner. Those figures relate only to feasibility surveys, Mr. 
Chairman, which is another type of planning activity that was author- 
~ by the 1956 act, in which there has not been a great deal of activity 
so far. 

PLANNING ADVANCES 


Mr. Txomas. At this point in the record we will insert page F-17, 
“Planning advances.” 
(The page referred to follows :) 


Planning advances ! 


[In thousands] 


Actual, Estimate, Estimate, 
1957 1958 1959 
New commitments (net)..........-....-.----..---.--.-.---.-- $6, 395 $11, 475 $7, 975 
INE bin deinaide pinnocehiareseduntbidnsbylcieboapnsssonmne 4, 305 8, 225 11, 775 
I a6 item nan ai aenphe Sele abe din Gnibnieince bey cw years 2, 255 6, 080 8, 675 
Net change in balances outstanding--.---- dpdehicte sabbacdesecea +2, 050 +2, 095 +3, 100 
Balances outstanding, end of year.........-.--.--------------- 10, 123 | 


12, 218 15, 318 





’ 1 The disenussion and estimates in this section are based upon existing legistation. They do not take into 
account the effects, if enacted, of legislation to be proposed which would eliminate advances for project 
planning and substitute planning grants to be financed by Federal and local participation in the same ratio 
as project capital grants. 


Planning advances are made to assist local public agencies to finance the costs 
of surveys and plans of local urban renewal projects. Such surveys and plans 
typically include plans for voluntary repair and rehabilitation of dwellings in 
the project area, plans for enforcement of local laws and regulations relating to 
the project area, and plans for acquisition, improvement, clearance, and sale for 
redevelopment of nonsalvable slum sections of the area. 





| 
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' Jn addition, under amendments in the Housing Act of 1956, advances are also 
made to finance the costs of preparing general neighborhood renwal plans, in- 
¢luding plans for specific urban renewal project undertakings, for urban areas 
of such scope that the urban renewal activities may have to be conducted in 
stages. Also under the 1956 act, advances are made to finance surveys of urban 
areas to delineate a feasible urban renwal project or projects. 

Planning advances are repayable with interest from funds becoming available 
for the execution of urban renewal projects. Some $31,949,000 of planning ad- 
vance contracts had been executed as of June 30, 1957. Of the $18,823,000 in 
advances disbursed under the contracts, some $8,336,000 had been repaid with 
interest as of the same date. 


In line with the estimates for the initiation of new projects, additional dis- 
bursements of $8.2 million and $11.8 million, respectively, are anticipated in the 
current and budget years. In the same periods, repayments are projected at 
$6.1 million and $8.7 million, respectively. 

Mr. Tuomas. Your new commitments for 1957 were $6,395,000; 
1958, $11,475,000. Your disbursement figure for 1958 is $8,225,000 
and that jumps up to $11,775,000 in 1959. 

You say: 

Planning advances are repayable with interest from funds becoming available 
for the execution of urban renewal projects. Some $31,949,000 of planning ad- 
vance contracts had been executed as of June 30, 1957. Of the $18,823,000 in 
advances disbursed under the contracts, some $8,336,000 had been repaid with 
interest as of the same date. 

As a matter of fact, your advance planning money is all wrapped 
up in the final project and it is charged off as a package? 

Mr. Sretner. The advance planning loan is liquidated by the loan 
and grant contract financing. 

Mr. Tuomas. It is wrapped up in one package, is it not? 

Mr. Sterner. Yes, as a continuous process of planning—— 

Mr. Tuomas. It is absorbed like the loss on your real estate is ab- 
sorbed and the Federal Government accepts the difference between 
what the cleared project costs and what it brings? 

You try to hold down that loss to two-thirds of the entire amount. 
That is just about the picture, is it not ? 

Mr. Sterner. Yes, sir. These planning advances are part of the 
gross project cost that comes into the loan and grant financing. 

Mr. Tuomas. That is the quick money item which goes over to the 
Treasury and the grant part is appropriated funds based upon the 
Treasury authorization ? 


VALUE OF PROJECT LAND 


Mr. Vurseuu. I have long been unable to understand why, when 
you clean a project off, bulldoze it, get the houses off, you must sell 
it at a loss to the contractor who is going to build the building. It 
would seem to me that when 4 or 5 blocks in a city were cleared off, 
that it ought to be worth as much or more than the contract price was 
in the beginning. The Federal Government picks up all of this loss, 
6624 percent of the loss. 

Why does that have to happen all of the time, or most of the time? 

Mr. Srerner. It happens, sir, because the structures that were on 
the land have been demolished and, as it were, thrown away. The 
structures are old and they are substandard. They have an economic 
value in a scarcity housing situation. 

Mr. Tuomas. The old properties were producing revenue and the 
land is not producing a quarter. Is that not the answer? 
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The old property, even though a slum, was producing a revenue and, 
therefore, was worth more than the barren property not producing 
a revenue ? 

Mr. Yates. Probably producing more than good property. 

Mr. Srerner. The land sale eo are supported in most cases by ap- 
praisals, and in many cases they are arrived at through competitive 
methods so we do have an opportunity to get the highest possible 

rice. 
. Mr. Voursertt. That is the only answer that I have heard and it seems 
to be a rather fair answer, I would say. 


TEMPORARY PROJECT LOANS 


Mr. Tuomas. At this point in the record we will insert page F-18. 
(The page referred to follows:) 


Temporary project loans 


{In millions] 
Actual, Estimate, Estimate, 
1957 1958 1959 

ID CI incu usewinnin'od wegpiraiainiebinaaenigmhcnmeiie $127.4 $221.0 $262. 5 
Federal loans: 

Disbursements___-_---  Seaesnoubhcscoecteeeidcedseocttn= 27.4 65.0 75.0 

Repayments from definitive project funds...............-- 6.9 40.0 45.0 

Refunding from non-Federal loans. -.--.....-..-..--.----- 13.6 20.0 40.0 

Net change in balances outstanding_.............--.------ +6.9 +5.0 —10,0 

Balances outstanding, end of year_..........-..-.--------- 38.8 43.8 33.8 
Non-Federal (guaranteed) financing: 

a Se ar ee er ee 70. 5 85.0 120.0 

Repayments from definitive project funds_..............-- 6.5 35.0 40.0 

Net change in balances outstanding._.......-...--....-..- +58. 2 +50. 0 +80.0 

Balances outstanding, end of year_.......-.--..----...-..-- 107.7 157.7 237.7 


Commitments for temporary loans are made to assist local public 
agencies by providing for the expenditures necessary in carrying out 
an urban renewal project. This method of financing expenditures is 
not necessary in some cases because an assured source of local funds 
for temporary finaneing of the project exists. The bulk of these 
expenditures are for the acquisition of slum properties that must be 
cleared to achieve the local urban renewal objectives. 

As of June 30, 1957, a gross total of $345.1 million in temporary 
project loan commitments had been made for 121 projects. For the 
current and budget years, commitments are estimated in the net amount 
of $221 million and $262.5 million, respectively, consistent with the 
estimates of projects proceeding to the execution stage. 

Disbursements to projects under temporary loan contracts are repay- 
able with interest. Such borrowings are repaid from temporary funds 
in the form of substitute borrowings from private financial sources 
or definitive funds in the form of proceeds from the sale or lease of 
project land, Federal capital grants, and local cash grants-in-aid. 
Some $46.2 million of project borrowings had been repaid from defini- 
tive project funds as of June 30, 1957. 

Mr. Tuomas. That deals with project loans. 





——aw 
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CarrraL Grants ror Stum CLearance AND Ursan Renewau 


Ursan Renewat Fonp (Caprrat Grants) 


Program and financing 

















1958 estimate | 1959 estimate 


1957 actual 














Program by activities: 


j, Capital grant funds reserved (net)_....__. $237, 855, 061 $300, 000, 000 $54, 435, 619 
2. Reservations outstanding at beeing of year.. 455, 158, 703 634, 298, 433 732, 798, 433 
Reservations outstanding at of year (—)____- —634, 433 | —782, 798, 433 — 545, 634, 052 
Total program (obligations)..........-......... 58, 715, 331 201, 500, 000 241, 600, 000 
F'nancing: 
Amounts becoming available: New contract au- 
thorization enacted -- 200, 000, 000 SR CR Bae ccs 
Unobligated balance brought forward (contract. 
authorization): 
GRE BORN CNN cice cctinconesnnensdbtencsse 455, 158, 703 634, 298, 433 732, 798, 433 
Available for reservation. ..............-.-....-- 42, 290, 4, 435, 619 5A, 435, 619 
Total amounts available .........-.......-.-- 697, 449, 383 988, 734, 052 787, 234, 052 
Unobligated balance carried forward (contract au- 
thorization): 
Under reservation... .............£...-..-.----- —634, 298, 433 | —732, 798, 433 — 545, 634, 052 
Available for reservation..............-.-..--..2 4 = 619 —54, 435,619 |... 24... - 
Finaneing applied ‘to program ___........___.~- 58,715,331 201, 500, 000 241, 600, 000 





Status of unfunded contract authorization 


1957 actual 1958 estimate | 1950 estimate 


ee a ee $583, 000, 000 a, 000 | $1,093, 000, 000 
000 50, 000, 000 


tegen tl 


Unfunded balance at beginning of year 
Contract authorization (new) 
Unfunded balance at end of year 











Ser ke te tae _....-| —743, 000, 000 |—1. dou, 008, 000 | —1, 043, 000,000 
Appropriation to liquidate contraet authorization 40, 000, 000 


Following that, we will put in page F-20 on capital grants. 
(The page referred to follows: J 


CAPITAL GEANTS 


Title I capital grants are authorized by the statute to assist local urban re- 
newal projects by contributing to the net costs, or deficits, of the projects. In 
the main these deficits reflect the cest of writing down the value of slum lands 
to a level which will make possible the redevelopment of the land, primarily 
through private enterprise, for the new uses specified in the urban renewal 
plan. Capital grants may not be made to a project consisting exclusively of 
open land. Capital grants may also be authorized to meet up to two-thirds of 


the costs of certain demonstration projects, undér a special authorization of 
$5 million in the 1954 act. 
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Contracts executed through fiscal 1957 provided for Federal capital grants: 
up to two-thirds of:the net costs of loeal projects as defined in the statute. The 
Housing Act of 1957 provided an alternative method of determining “net 
project cost” in the case of urban renewal projects for which:a community elects 
to defray directly all costs of planning and certain costs of administration for 
projects in the execution stage. . For such projects, the Federal capital grant 
may represent up to three-fourths of the revised total of “net project cost.” 
However, it is anticipated that the Federal grants paid to projects proceeding 
under this alternative formula will be virtually equal to the grants that would 
have been paid to the same projects under the general formula. 

Under the Housing Act of 1956, as amended by the Housing Act of 1957, Fed- 
eral capital grants may also be made to reimburse local public agencies for pay- 
ments to individuals, families, and business concerns for reasonable and neces- 
sary moving expenses. Such payments are limited to $100 for individuals or: 
families and to $2,500 for business concerns. 


RELOCATION PAYMENTS 















Mr. Tuomas. On page F-20, you say: 


Under the Housing Act of 1956, as amended by the Housing Act of 1957, Fed- 
eral capital grants may also be made to reimburse local public agencies for pay- 
ments to individuals, families, and business concerns for reasonable and neces- 
sary moving expenses. Such payments are limited to $100 for individuals or 
families and to $2,500 for business concerns. 


We mentioned that limitation yesterday. It is $100. 
Mr. Mason. That is the amount they are reimbursed for moving 


expenses. 
r. Frantz. The estimate is $3.5 million for this year and $5 million: 
for next year. 


Mr. Tuomas. What is the $2,500 for? 
Mr. Mason. $2,500 is the figure for the expense of moving a small 
business. 
AUTHORIZATION FOR CAPITAL GRANTS 










Mr. Tuomas. You say: 


Contracts for capital grants are executed under the authorization in title DB 
of the Housing Act of 1949, as amended. 


At this point in the record we will insert page F-21. 
(The page referred to follows:) 


AUTHORIZATIONS AND RESERVATIONS 


Contracts for capital grants are executed under the authorization in title D 
of the Housing Act of 1949, as amended. The original authorization provided 
for an aggregate of $500 million in contracts. The authorization was increased 
under the Housing Amendments of 1955 by an additional $500 million, of which 
$100 million may be made available by the President at his discretion, and 
under the Housing Act of 1957 by a further additional amount of $350 million. 
The budget program contemplates the availability in the budget year of a further 
increase of $200 million in the available authorization. Project reservations and 
contract commitments against available capital grant authorization aggregated 
$895.6 million at the close of fiscal year 1957. The estimates assume the com- 
mitment, by reservation or contract, of an aggregate of $1,195.6 million at the 
close of the current year and an aggregate of $1,445.6 million at the close of 
the budget year. 

The actual and estimated status of the over-all authorization and reservations 
and contract commitments is summarized in the following table: 
















ae 





| 


a 
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Availability and reservation of capital grant contract authority 
{In millions of dollars] 





Statutory authorization | Reservations and contracts 
Fiscal year a anced cath ile ad Seiden Die can re 


Annual | Cumulative} Annual | Cumalative 
' 





MOG ONt0E) LL 2 ek - ssi EO. Tek $200. 0 $900. 0 $237.9 $895. 6 
1058 entimate. ...--. -- 2255s. - np annncnd- 20-035 350. 0 1, 250.0 300. 0 1, 195.6 
peep estimate... . 1, - 2022-5 --- eee 5.5. 200.0 1, 450.0 250. 0 1, 445. 6 


Mr. Tuomas (reading) : 


The original authorization provided for an aggregate of $500 million in 
contracts. 

That was a Treasury authorization? 

Mr. Sretner. Yes, sir. 

Mr. Tuomas. To be implemented by appropriations, is that correct ? 

Mr. Sterner. Yes, sir. 

Mr. Tuomas (reading) : 

The authorization was increased under the Housing Amendments of 1955 by 


an additional $500 million, of which $100 million may be made available by the 
President at his discretion and, under the Housing Act of 1957, by a further ad- 


ditional amount of $350 million. 

That brings us up to what now, $850 million ? 

Mr. Sterner. There are two $500 million’s, and an amount of $350 
million. 

Mr. Tomas. $1.35 billion. [Reading:] 

The budget program contemplates the availability in the budget year of a 
further increase of $200 million in the available authorization. 

Has it come forward yet, been passed ? 

Mr. Srerner. No, sir; the bill has not been introduced. It was re- 
ferred to in the President’s budget mesage. 

Mr. Tuomas, You still have $1.35 billion ? 

What part of that have you withdrawn from the Treasury ? 

Mr. Sterner. As of the end of January we have $1.052 billion 

Mr. Tuomas. Has it been withdrawn or appropriated ? 

Mr, Sterner. Iam sorry. It has been reserved for projects. 





CAPITAL GRANT APPROPRIATIONS AND DISBURSEMENTS 


Mr. Txomas. How much has been appropriated of that $1.35 
billion ? 


Mr. Sterner. The amount appropriated is—— 

Mr. Core. $157 million, is it not? 

Mr. Frantz. Yes, sir. That is shown in the table at the bottom of 
page F-28. 

r. Tuomas. What is the figure? 

Mr. Frantz. $157 million has been appropriated. 

Mr. Tuomas. Why are you going to the legislative committee now 
for another $200 million authorization ? 

Mr. Srerner. Because when — start planning we reserve the 
estimated amount of money that ultimately they will need so that we 
donot get the planning ahead of the legislative authorization. Weare . 
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not planning more projects than there are authorizations to cover 
them. 

Mr. Tuomas. That makes sense, too, does it not ? 

How much time lag is there between when you issue that certificate, 
the first one—— 

Mr. Sterner. Between what? 

Mr. Tromas. When you issue your first certificate, workable pro- 
gram, until you get the dirt flying? How long? Two years.or two 
and a half years? 

Mr. Sretner. Probably more typically 3 or 4 years. 

Although the time is speeding up as we get more experience with 
this program 

Mr. Tuomas. At this point in the record we will insert page F-28, 

(The page referred to follows :) 





APPROPRIATIONS AND DISBURSEMENTS 


Funds for the payment of capital grants due under the contracts executed by 
the agency are provided by appropriations for the purpose. An appropriation of 
$50 million is requested for the budget year. 

Appropriations and disbursements of capital grants are summarized in the 
table which follows. Disbursements in fiscal year 1957. amonnted to $29.6 million 
with a cumulative total of some $96.1 million. The aggregate payments were 
made to 89 of the 149 urban-renewal projects and to 18 of the 21 demonstration 
projects for which capital grant contracts had been executed as of June 30, 1957. 
The payments to urban-renewal projects included the final payment for the first 
urban-renewal projects to be completed. 

Disbursements in the current year are estimated in an aggregate amount of 
$50.9 million, or more than two-thirds the payments made in fiscal year 1957. In 
the budget year, aggregate disbursements are estimated in the amount of $60 mil- 
lion, an increase of one-fifth over the current year. 


Capital grant appropriations and disbursements 


{In thousands of dollars] 











Disburse- Disbursements during year 
Appropri- ments |__ ee s : Not dis 
Fiseal year ations cumula- bursed at 
(cumula- tive at Urban- Demon- Reloca- close of 
tive) start of Total renewal stration tion year 
year projects projects | payments 
1953 ___- a fy Ree eR $7,818 | $7, 818 | Ee A I a ar $182 
a 28, 000 $7, 818 11, 584 RS i i a he ect 8, 500 
Mes ios. 67, 000 19, 401 33, 516 TOSW i. i Aa suk OAded 14, 082 
ee | 117, 000 52, 918 13, 581 13, 499 C—O 50, 501 
ee ccetace | 157, 000 66, 499 29, 622 | 29, 137 485 eeiniimeanai 60, 879 
19GB. -§ 70-3. } 157, 000 96, 121 50, 879 | 46, 247 1, 132 $3, 500 10, 000 
PO iio abe 7, 000 147, 000 60, 000 53, 700 1, 300 &, 000 |... sscepeee 
| 








GRANT DISBURSEMENTS 


Mr. Tuomas. That accounts for how much at the end of fiseal year 
1958 that you will have disbursed ? 

Mr. Sterner. Very close to the $147 million which is shown in the 
third column of the table, sir. We estimate that there will be about 
a $10 million carryover. 

Mr. Tuomas. That is at the end of 1959. I said 1958. 

Mr. Sterner. The third column is the start of the fiscal year, sir} 
$147 million is what we expect to be very close to at the end of fiscal 
year 1958. 


| 
| 
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Mr. Tuomas. Let me read this language: 


Appropriations and disbursements of capital grants are summarized in the 
table which follows. Disbursements in fiscal year 1957 amounted to $29.6 million 
with a cumulative total of some $96.1 million. 

The total job there is in the neighborhood of $125 million. 

Mr. Sterner. I think the $29.6 million is included in the—— 

Mr. Tomas (reading) : 

The aggregate payments were made to 89 of the 149 urban renewal projects and 
to 18 of the 21 demonstration projects for which capital grants had been executed 
as of June 30, 1957. The payments to urban renewal projects included the final 
payment for the first urban renewal projects to be completed. 

Disbursements in the current —_ are Supposed to be in the neigh- 
borhood of $51 million. In the budget year it will go to $60 million ? 

Mr. Sterner. Yes, sir. 


PROPOSED LEGISLATION 


Mr. Tuomas. Yet you are going to seek legislative authorization 
which will give you borrowing authority from the Treasury and ap- 
propriated funds in the neighborhood of $1.55 billion ? 

r. SrerneR. We will not be seeking any new borrowing authority. 
We will be seeking new capital grant authority. 

Mr. Frantz. That is a contract authorization. 

Mr. Tuomas. That is a contract ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. You are not going to kick up your original figure of 
$1.35 billion for authorization ? 

Mr. Sterner. We are requesting additional capital grant authority. 
We still hold at the present figure of a billion dollars for borrowing 
authority. The increase we will ask will bring the grant contract 
authority up to $1.55 billion for 1959. That is because we reserve 
when they first start planning a project so we do not get more projects 
in planning than can ultimately be covered by the authorized amounts. 

fr. Tuomas. You are doing some long figuring here. You only 
need $60 million for 1959 and you have in the way of authorization— 
call it contract authority or whatever you want to—$1.55 billion? 

Mr. Sterner. Yes, sir. 

Mr. Tuomas. That means you have to have between $60 million and 
$1.5 billion in the mill working there? 

Mr. Sterner. No; $1.052 billion had already been reserved as of the 
end of January. 

Mr. Tuomas. The answers “Yes”? 

Mr. Cote. Yes. 

Mr. Yates. Res ipsa loquitur. 

Mr. Tuomas. It points out one thing. It is a long, hard, slow, 
tedious process. 

Mr. Cotz. True. 

Mr. Tuomas. From the time that you actually are going to use $60 
million and you start planning for $1.5 billion? That is what it 
amounts to ? 

Mr. Corz. There is one favorable, or shall I say encouraging, factor 
involved. That is in the Commissioner’s statement that the Urban 
Renewal Administration is closing this gap. The time is being closed 


22311—58—pt. 2——_63 
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and we see that in the future that’ it’will bé léss time lag’ between the 
original reservation and the time when it is finally completed. 


COMMUNITIES RECEIVING CAPITAL GRANTS (RESERVED OR COMMITTED) 


Mr. Tuomas. Mr. Commissioner, whereabouts are you making all of 
these commitments ? 

By that I mean the amount of cash going out for 1959 is very small, | 
$60 million. But you are committing the taxpayers of this country | 
to a tremendous payment later. 

In that re HA jet us put page F-22 in the record, as well as pages 
F-23, F-24, F-25, and F--26. 
(The pages referred to follow :) : 


Capital-grant reservations and contracts 4 as of Dec. 31, 1957 











































































































Num- Num- ; 
State and city ber of Amount State and city ber of | Amount > 
proj- proj- i 
ects ects ’ 
we rochadncasnet> Hany cay deere Sihied incl adalah oa | 
Alabama, total__.........-.-- 24 | $10,975, 571 |} Colorado, total_____.__- : 5 | $3,407, 280 ' 
—_—_ ' 
I nn 1 27, 255 RTO ents oso 45n 3 1, 263, 614 ' 
Birmingham ------------ 2 3, 158, 941 Durango. -.....-.2......-- 1 504, 
EEE es 1 181, 779 PUN ish -an0 stp icy 1 1, 689, 666 
te wa tad 2 398, 113 
SED ccaicsasen asa 2 121, 810 |} Connecticut, total_..._.--... 31 | 50, ORO, 154 ; 
Ut 65.2 A. 1 652, 576 -_--— ' 
Elba... wih ae 1 141, 729 Ansonia. ti .25. 1... 2 2, 193, 332 
Eufaula -_--.._. 1} 226, 112 Beacon Falls. .-.._.-. 1} 135, 067 
Plorénce-.._-_..------ 1 231, 856 |! Danbury____.--..-- 1 3, 600, 000 | 
eee 2; 1,100,963 East Granby _..__..._... 1 141, 332 
Huntsville__.............- 3) 1,149,158 Farmington. -_........... 2 20, 533 ' 
p ENF TARTAR Se 1 16, 449 Hartford 2200-2. -2.-..21 3 | 5,023, 435 } 
A he cocoa ett nn 1 1, 016, 765 Us aca 1 134, 653 ' 
Montgomery __.--_----- 2 2, 086, 358 | Middletown... .___.___- 1} 859, 333 
Phenix City.......- oh stig 1 178, 153 Naugatuck... ......--...-. 3 2; 228, 927 
Sheffield____- Tei ceath 1 197, 554 New Britain._..._. 1 1, 456, 666 
Tuscumbia________- 1 90, 000 New Haven......-.-..- 5 | 26, 181,980 
| ———==—=— a 1 2, 356, 241 
Arizona, total_......._.._---- 2 2, 292, 823 Putnam___-___.__._- 1 1, 687, 912 
|- —— Seymour...........-....- 2 630, 000 
SE asics onic won came 2 2, 292, 823 In rnc cteet cana 1 366, 643 
(SSS SS Torrington. -__..- é 1 1, 556, 704 j 
Arkansas, total...............| 6 | 3,010,995 Washington.........._.- 1 243, 145 j 
a Waterbury -__........-_- 2 1, 088, 820 ' 
Little Rock.....:-......--. 5 2, 873, 195 WOE as hap opcnitn en 1 | 155, 450 
Texarkana..._..- paie 1 137, 800 = 
| === |} Delaware, total..._...- ig 1} 2,000, 719 
California, total__...........- 26 | 53, 855, 998 ee 
iets - 1 on and Wilmington... _..... 1 2, 000, 719 
erkeley ...........- bes ; pant bipeasemeetons 
Calexico... ....- .| 1 | 317, 409 || District of Columbia, total 7 | 75, 834, 430 
Fresno. ___.-_.-. 1 500, 000 | ——— 
Los Angeles - -_- | 2 | 18,772,000 || Washington. __- 7 | 75,834, 430 
Marin County ---.-.-.----| 1 | 744, 730 || =| = 
Mendota- -- ‘ 1 403, 600 || Georgia, total...........-..... 18 | 23,919, 037 ' 
Oakland_...._.._- 3 | 3,033, 509 NaS Sl st Be 
Richmond._....-.-- 3 | 2,592,981 || Atienta............4H<£-| 3} 12,174,943 
Sacramento_._.. 2| 4,050,004 | Pe a ae i 1, 115, 291 
San Bernardino-_...._. 2; 1,234,917 Ba'‘nhbridge______- Lb.-% 2 248, 372 
San Francisco........-- 3 | 14,327, 260 Cartersville.............- 1 228, 000 
Sanger-__.._- s 1 | 166, 000 I hg oo 1 1, 781, 023 
San Leandro-_-. 1 | 1,761, 857 | Douglas. - i q 2 1, 077, 240 : 
Santa Cruz.....- 2 2, 274, 657 || Lawrenceville. .__._._ 1 53, 600 
Stockton - - -.. 1 1, 498, 210 || L‘thonia.__. 1 104, 560 
VeRO. dank 395 cde ty , 1 | 2, 150, 000 || Macon. !..-......-.- 1 730, 667 ' 
{= = = Marietta... ....__. 1 891, 575 j 





1 Includes urban-renewal projects, genera] neighborhood renewal planning projects, and demonstration 
projects. s 
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Num- Num- 
State and city ber of Amount State and city ber of | Amount 
proj- pro}j- 
ects ects 
Geo ia Con. Minnesota, total... -.......... 6 | $14, 828, 049 
Moultr etal toon dre myiies ial 1 $196, 548 rato 
petechal ide dntncennaashe 1 4, 752, 000 I nai hin heel i 108, 600 
Rs so dinenctahedi 1 450, 000 Minn Sicha hmininahigiiabes 2)| 10,143,710 
Waynesboro.............- 1 113, 218 a ell 3 4, 575, 739 
SEE, CUDMN Ss 556s ccewcends 31 | 87,370,628 |} Missouri, total. .............- 13 | 33, 949, 237 
Chineo TE ees jnigmidibiinea 1 5, 000 SIR, 2 nde ened enced 1 800, 009 
ec alieatneee til 22 | 80, 518, 418 Kansas City............-- 4 6, 987, 000 
Chicos Heights... | 1| 1,944) 668 I ost vanceoces 1 580, 166 
Chicago He S serendalageuand 1 775, 000 ee 1 74, 000 
Gales Du eilsaeed tty 2 155, 722 I dae et _ 4} 22, 765, 574 
Mayw A ee & 1 1, 809, 000 8t. Louis County-__.....- 2 2, 742, 497 
North Chicago......-___- 1 938, 000 soos 
SEOW NU... «2. de ninse 5 ee ain 1 932, 820 || Nebraska, total......._._._._- 1 5, 655, 000 
Springfield - . ..- cansialiies 1 292, 000 whe 
oa i iii Ne tein nie 1 5, 655, 000 
Indiana, total...........-. eT 3 14, 603, 046 a ee 
aaa —— || Nevada, total................ 1 1, 412, 000 
East Chicago_...........- ; 1 11, 521, 105 ——| 
Byvanéville. ............... 1 1, 061, 941 Et ee 1] 1,412,000 
PP dad. os cag cab wctnbis 1 2, 020, 000 [SS 
—======= || New Hampshire, total_.._.._. 7 2, 654, 885 
CE ana nkwatmiinamtl 2 7, 461, 332 — 
_ SOS. L.dikicdencdecetd 1 243, 473 
ED EIS ocdcccwnsecsoe i 950, 000 Manchester... ..........- 3 1, 090, 935 
I inne steele asieeseies deg 1 6, 511, 332 ee 1 325, 173 
ey Portsmouth... .......... 2 995, 299 
Kentucky, total__........._.. 5 3, 302, 459 === | = 
—_—_—_—_|___—_——. |} New Jersey, total......._____-] 35 | 47,039, 190 
Frankfort - -- ...- le 1 1, 018, 372 |--—-- 
Hazard _- 3 }. 1 133, 592 Asbury Park. _-__......--- 1 446, 000 
ED ite anoceran spied 2 2, 021, 592 Atlantie City............- 1 592, 650 
SE Rakin reldnccgiieens 1 128, 903 cin ann ieieehbeeaeie 1 1, 131, 822 
—_—_—_— PIDs Joke ces sete sa 1 710, 000 
Louisiana, total...._........- 1 2, 086 OS Se ee eee 2 1, 480, 006 
a Franklin Township-_-.... 1 556, 000 
New Orleans.-_.......... 1 2, 086 Hackensack .............. 1 533, 197 
lz —=—_——— TS AERA 2 2, 085, 959 
a eee es 3 1, 599, 179 sarney City............. ‘i 5 9, 789, 268 
a Long Branch__._....-.._- 3 1,016, 562 
Deen  oaress.. 2. ki 3 1, 599, 179 Morristown... ..........- 1 799, 372 
| PR sink achininchiawedied 3 | 16,269, 258 
Maryland, total._...._...._.. 9} 19,837, 434 New Brunswick. J 2 1, 039, 498 
_ IN So hook ls ce wae 1 888, 866 
I ao cisxcinlhee olen 9} 19,837, 434 i | 1 2, 461, 149 
Perth Amboy...........- 3 3, 267, 933 
Massachusetts, total ___._-_.- 22 | 29,706, 413 rm ce dbase epentee 1} 363, 333 
——————es $f 60 (ss Impinfield..........._..._. 1 217, 934 
OR eisbhie and oohi b's 4 | 12,441, 385 eee 1 520, 000 
ILS © « hncesen moines 1 600, 000 | Ee REIT as 2 2, 540, 383 
Cambridge... .---- oid 2 369, 355 ee 1 330, 000 
| Ss SS 2 1, 608, 334 a 
SP EVO crsbclécwca ceed | 2 1, 700, 345 || New Mexico, total_.......... 1 358, 047 
Lawrence................-| 1 1, 718, 691 —_——_ — 
<_<. 1 433, 340 Las Cruces--__- vince 1 358, 047 
L Swen eee< cocewescceces 4 5, 448, 000 — = = 
edford SY os -| 1 244,000 || New York, total............_- 47 | 160, 900, 615 
North Adams_-_-___...__-- 1 1, 087, 413 | ——- 
Revere. ___...- | 1 204, 479 Ee) 1 344, 000 
Somerville wi | 1 1, 023, 164 Binghamton..._--__.__._- 1 1, 416, 359 
Worcester. __...._- | 1| 2,742,907 gi aie ieee 1 9, 884, 608 
| -_ Se cetihe: rensirces 1 85, 000 
Miohigan, total. __. 19 | 48, 306, 141 eS 1 375, 000 
per Greenburgh. .............| 1 1, 825, 000 
Ann Arbor. -| 1 911, 747 I Le ncnhensicnen | 1 233, 000 
Battle Creek_. | 1 2, 726, 417 Middletown. 1 739, 756 
Detroit _. 9 | 28,077, 655 Newburgh_...._.....- ive 1 1, 167, 000 
Ecorse. anil 1 2, 746, New Rochelle. -_........-. 1 3, 701, 228 
Kalamazoo_- aude 1| 1,636, 119 New York... 21 | 120,009, 871 
Mount Clements_- 1 3, 573, 621 New York State at large... 2 218, 644 
Muskegon. Lat ded 1 2, 835, 5 North Tarrytown... ..... | 1 | 433, 033 
Port Huron__.__- -| 1 907, 094 Port Chester. _.........-- 1| 346, 234 
Royal Oak... | a}. 67) 467 Poughkeepsie... 1}. 244, 800 
eee ee ae 1 2, 800, 000 SUIT. « - .bnccccccnwns 1 3,718, 729 
Wayne = ; 1 1, 524, 487 Rockville Center... ... 1 506 
SSS [SSS | ee dindtisiasin tcutitiatindsire | 1} or 794 
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State and city 


New York—Con. 


Cincinnati. __....-- 
Cleveland -.--__--. . 
ie 6 5.4..-- 


OVROM. oi. ..is<.- 
Hamilton_____-- 
‘Toledo____..--- 


Youngstown......._.____- 


Ovepen,; teeke =. ......-- 


Portland ---.---- 


Springfield. .....-..-___- 


Pennsylvania, total... 


Beaver Falls___..._.-- 


Bethlehem 
Braddock 
Brownville 

Carbondale _-_- 


Easton 


Johnstown 


MeKeesport......-- 


MeKees Rocks. 


Meadville___.....- 


Oil City -- 


Philadelphia __- alae 


Pittsburgh - -- 


SRS ae 


Reading-. 
Scranton --- 
Sharon. _- 
Tarentum 
Turtle Creek _- 
Uniontown. - 
York ___- 


Rhode Island, total--- 
New port 


Providence.___-..----_- 


aesece | 


| 





SEE nn cbtcscccese 
re . 
Duquesne-.___----- 


Tennessee, total____._...__---| 


Ls. beccene 


Chattanooga __. 
Clarksville - ._... 
Cookeville_....- 
Dyersburg..--- 


Franklin...__...-..-- 


Gallatin ._._.... 


Johnson City... ---- 


Knoxville 
Lebanon -_. 
Manchester 
Memphis... __..... 
Murfreesboro 


Nashvifle__.__-- 


Shelbyville. ____- BS eee 


Springfield _ _._- 
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Num- 
ber of 
proj- 
ects 


Amount 


8 


rr 98 
Bees: 
SE2EE 


E 


2: 
981, 068 
1 981, 068 


14 





2 
2 
i 
1 
1 
1 
1 





50, 113, 408 
24, 026, 002 
11, 660, 3°9 

7, 949, 309 





700, 754 


i — bat bet et BD OOO 


1, 500, 000 


| 





3, 120, 532 


2,477, 715 
642, 817 


107, 493, 640 


{| 


|. 








J om Ro ot 9 Go ma 0 St Hat ae Hat ok 9 BD 


9, 764 
457, 785 
702, 924 
609, 423 


' 11, 890, 084 


©} 


646, 000 
11, 244, O84 


58, 957, 693 


238, 267 

9, 757, 860 
1, 780, 302 
435, 000 
548, 014 
260, 000 
221, 815 
724, 377 

2, 626, 987 
525, 733 
107, 444 
20, 274, O11 
328, 698 
16, 907, 200 
3, 136, 704 
470, 000 








avieed bd sestiauesl 








3, 334, 700 | 


942, 194 || 















































Num- 
State and city ber of | Amount 
proj- 
ects 
ate Try 
‘Tennessee—Con. 
Tullahoma. ._.........--- 1 $113, 606 
Un‘on City.......--...-.-- 3 453, 401 
I aes, A iicicietas oe) 1 47, 374 
Pennt tothe ceces. .........-- 15 | 15, 404, 697 
Meevigebss ct sh, 5 255... 3 1 79, 266 
Corpus Christi........-- 1 2, 718, 600 
+ ES eee 1 244, 420 
PINE. «ob ncece~cele 1 324, 000 
OTe Wt OEbs bocceccueeus 2 1, 242, 234 
CN os bende cane 1 231, 958 
Larendo._..._....- — 1} 1,911/ 643 
Ea ae 3 3, 802, 019 
Mercedes... _. ed acaacell 1 680, 678 
RR acetal | 1 690, 612 
Porte aeeerc. ss. --.... 1 1, 479, 267 
San Antonio. -_..._--- | 1 2, 000, 000 
TR, a sree } 10 | 20,045, 
Say eiest.......---.- 2 3, 621, 516 
Harrisonburg---._-_-- 1 1, 000, 000 
Newport News-_---.-- 1 1, 570, 986 
Nereels<<>-..........- } 2 8, 176, 285 
Portsmouth - ..._.......- 1 1, 110, 684 
| a ae I 1, 657, 668 
enmebereces.-....-...--/ 1 2, 066, 659 
South Norfolk_.__......- 1 841, 457 
West Virginia, total.......--- 2 3, 267, 084 
Fa'rmont_.___.--- 1 2, 747, 484 
Wheeling...........--- 1 | 519, 600 
Wisconsin, total__...........- 4 18, 299, 162 
DERG Ss. .. no dts conanas 1 | 334, 050 
Milwaukee. --.--.......--| 3 | 17,965, 112 
—(————T S »_E ee 
Alaska, total. ---__.- esa 5 | 2,967,218 
| nile 
ae { 1 135, 666 
Fairbanks peat 1 858, 889 
Junean -.- : 1} 483, 000 
MetcliMan................| 1 1, 316, 284 
oe 1 193, 379 
Hawaii, total..........._..___| 2| 3,272,206 
Honolulu... | 2}. 8,272, 206 
Puerto Rico, total.........-_- 52 | 20, 901, 060 
iano. -b<w0s--- 1 162, 100 
Aibonito seal 1 97, 500 
‘Anasco.._-- a 1 160, 700 
Arecibo-__-- ---| 2 2, 167, 100 
iin ck obennaresevokl 1 127, 900 
Bayamon...... | 3 1, 093, 400 
Cabo Rojo...........-.--_| 1 102, 500 
PE iiiranabewscopeoo—dl 2 724, 890 
SRESGs.....-..---01 1 307, 100 
es gn smocecnnd 2 | 902, 600 
Cidra_. -| 1} 124, 900 
Guayama | 1 747, 900 
SE so benanewaenesl 1 116, 000 
ES ES 1 122, 000 
Humacao..._..._.-- 2 673, 300 
Juana Diaz_._......-. 1 119, 400 
POON. $4055.05 St 1 480, 500 
Las Piedras 1 | 134, 300 
Loiza.-.._-.- nian 1 121, 000 
Mayaguez... _.-......----- 4 2, 398, 123 
I inch -wcenehonhicsnninnt 1 150, 900 
SE ines warp naiedinminaneniied 1 93, 300 
EE ee 1 | 136, 700 
Ns atkiniarcenptdersice 5 | 1, 341, 980 
Quebradillas............-. 1 | 110, 500 
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eee 


Nam- Num- 








State and city ber of | Amount State and city ber of | Amount 
Proj- proj- 
ects 
Puerto Rico—Con. Puerto Rico—Con. 
Rio Piedras _...........- 1 | $1,021, 700 Toa Baja_-.-...-..-..2... 1 $96, 700 
ee 1 184, 300 ee 1 88, 800 
San German....---.___._- 1 819, 900 pi Db ER ee 1 127, 300 
San Juan... -...-22-2422- 5 5,017, 617 vera ican dactee< 445d i 163, 800 
San Sebastian.........._- 1 517, 800 I aa iti Soanig 1 146, 550 








Mr. Tomas. This is a breakdown by States and these tables tell 
the story of where it is going; is that correct ? 
Mr. Sterner. Yes, sir. 


ULTIMATE COST OF URBAN RENEWAL PROGRAM 


Mr. THomas. What is this program ultimately going to cost? For 
all of these projects you list the amounts, but what is the total cost? 
Is that the $1.55 billion we were talking about ? 

Mr. Sreiner, The amount reserved for projects is $1.052 billion. 

Mr. Tromas. What about the table? That takes in the other $550 
million ? 

Mr. Srerver. No, the other $500 million is not yet reserved. 

Mr. Jonas. When do you put a reservation down ? 

Mr. Sreiner. We make a reservation at the time we authorize the 
planning of a project. 

Mr. THomas. What is this program going tocost? The list of those 
projects is spread out in pages 22 to 26. What do they cost? Is 
that $1.052 billion? 

Mr. Sretner. That is right. 

Mr. THomas. What is your guess as to what it is going to cost before 
you get through with it? You know that you have projects in the 
mill that are going to cost you $1.5 billion; do you not? 

Mr. Sretner. $1.052 billion. 

Mr. Tromas. You are asking for another $200 million te imple- 
ment your $1.35 billion. You already have that on the books, so that 
you know you are planning up to $1.5 billion? 

Mr. Sretner. Yes, sir. 

Mr. Tuomas. How much beyond $1.5 billion do you think it is go- 
ing to cost? 

Mr. Srerner. That is very hard for me to say. No reliable esti- 
mate has been made of that. 

Mr. THomas. What is your guess? 

Mr. Sterner. I do not know. It is very hard to put a money figure 
on it. There are many, many years of work yet to be done in most of 
the cities that we are working with. 

Mr. Corr. Mr. Chairman, I am reminded that the President’s 
me % projects for the next 5 years a total of $2.65 billion. 

r. THomas. Over and above this? 

Mr. Corr. No, cumulative. 

Mr. Sretner. $1.3 billion additional. 
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ACCELERATION OF PROGRAM 


Mr. Yares. Is this program being speeded up in view of the Presi- 
dent’s recent statement about alleviating the economic distress? 

Mr. Srerner. We have taken a lot of steps to’ speed it up and close 
some of the time gaps. As yet, there are no specific measures for 
program activities related to the immediate economic situation. 

Mr. Coz. I might add to that, if Imay. We are naturally study- 
ing this program, and other housing programs, in view of the Presi- 
dent’s statement. Final decisions have not been made. Of course, 
as you well recognize, this program is one which has a time lag in- 
volved and the problems of speeding it up, difficulties involved in 
speeding it up, are great. However, we think it may be possible but 
we have not come to a final conclusion on that. 

Mr. Yates. How may it be speeded up? 

Mr. Cotz. We are not ready to discuss that yet. Administra- 
tively—let me make this broad, if I may——— 

Mr. Yares. Sure. 

The purpose of my question is rather obvious, I think. That is, 
the fact that we are in this desperate economic situation. 

Mr. Cour. The time lag is caused by a number of decisions which 
we must make, or which must be made by various municipal, local, 
and private individuals. Part of the time lag, of course, is planning. 
How much planning is necessary? How much real, definitive, care- 
ful planning is necessary prior to the time that the project is ap- 
proved? How much is actually necessary ? 

This is something that we are looking at very carefully. While 
the statute requires the Federal Government to examine the plans 
as to feasibility and determine whether or not they will work, are 
there methods by which we can shorten the time lag involved in 
planning ? 

This is one way in which it can be speeded up. 

Weare looking at our processing frankly. 

As to the questions that the chairman raised—can things be done 
in the field and final decisions made in the regional offices without 
sending some of the projects and papers back to Washington? 

These are the kinds of things we mean. With respect to FHA, what 
can be done to eliminate any time lag in applications between the 
application stage or preapplication stage, in FHA and the final com- 
mitment? We think there are some things that can be done there and 
policies with respect to 220. Are there things that can be done to 
make it easier for the sponsor to gett FHA commitments? 

These are the kinds of things we are talking about and thinking 
about. 


TOTAL CAPITAL GRANT RESERVATIONS 


Mr. Botanp. Up to the present time, what is the total of capital 
grant reservations? This goes to December 31 and you say it is $1.052 
billion. As of today, what isthe reservation ? 

Mr. Srerner. Today it is about $1.070 billion. 
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AUBURN PROJECT 




































Mr. Botanp. With regard to the project for Auburn in the amount 
of $27,255, is the amount there for one project ? 

Mr. Srerner. I am not familiar with that, but that may be a project 
that has a few fairly cheap housing units on it and not very. dense, 
somewhat scattered development. 

Mr. Cote. He wants to know how is the money spent. 

Mr. Botanp. What kind of a project would it be? It could not be 
much of an urban renewal project, could it ? 

Mr. Sterner. It is probably an area of scattered, small, cheap houses 
that has inadequate streets and services. The land would be bought 
and the structures cleared, land replatted and possibly some improve- 
ments, streets and utilities, put in and then offered for sale. 

Mr. Botanp. The total cost to the Federal Government would be 
$27,255 ? 

Mr. Sterner. That is the present estimate. 

Mr. Botanp. In all of the money that. you talked about, the $1.052 
billion, this is all money granted by the Federal Government? All 
of this is an obligation of the Government? 

Mr. Srerner. That is reserved. 

Mr. Botanp. But this will be spent by the Federal Government ? 

Mr. Srerner. That is right. 

Mr. Botanp. Will we get any of this money back ? 

Mr. Sterner. No; this amount has not yet been obligated in full. 
It has been set aside for projects. 

Mr. Botanp. This would be a loss to the Federal Government on this 
urban renewal project? 

Mr. Sterner. Yes, sir. 

Mr. Jonas. I am interested in how you authorize projects. Do you 
have any population figure limitation ? 

Mr. Sterner. No, sir; there is only a limitation by State. 


KETCHIKAN PROJECT 












Mr. Jonas. How many people live in Ketchikan, Alaska? Do you 
know ¢ 

Mr. Sterner. No. 

Mr. Mason... Around 30,000. 

Mr. Jonas. What is that project in Ketchikan, $1.3 million ? 

Mr. Mason. That is to clear out a slum area in Ketchikan, which is 
mostly shacks. 
CONTRACTS EXECUTED 


Mr. Tuomas. Put page F-27 in the record. 
(The page referred to follows :) 


LOCAL GRANTS-IN-AID 










Localities must furnish local grants-in-aid for each project which, together 
with the local grants-in-aid furnished for any other projects in the community, 
must equal at least one-third of the aggregate net costs or deficits of the project 
or projects (one-fourth, in the case of projects proceeding under the revised 
definitions of gross and net project costs, as permitted under the 1957 amend- 
ments). Local grants-in-aid may consist of— 

1. Cash. 
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2. Donations at cash value of land or other real property, of demolition 
and removal work, or of the installation, construction or reconstruction of 
streets, utilities, parks, playgrounds, and other improvements necessary for 
earrying out the urban renewal objectives in accordance with the urban 
renewal plan. 

3. The provision, at their cost, of public buildings or other public facilities 
which are necessary for carrying out the urban renewal objectives in the 
area in accordance with the urban renewal plan. 


Oontracts executed 


[In thousands} 


Actual, 1957 | Estimate, Estimate, 
1958 1959 


Grant contracts executed (met)..._..._......-.--..-_- $58, 715 $201, 500 $241, 600 





Urban-renewal projects_-_......--..-_-.-..._- : wakes ¥ 57, 940 200, 000 | "240, 000 


Demonstration projects sth. Seabee clas. Fes chon 775 | 1, 500 | 1, 600 
i 


As of the close of fiscal year 1957, the cumulative total of contracts 
for capital grants had reached $261.3 million. Some $1.1 million of 
this amount represented contracts to assist demonstration projects. 
The balance represented contracts to assist local urban-renewal 
projects. 

Mr. Tomas. You state on this page: 


As of the close of fiscal year 1957, the cumulative total of contracts for capital 
grants had reached $261.3 million. Some $1.1 million of this amount represented 
eontracts to assist demonstration projects. The balance represented contracts 
to assist local urban-renewal projects. 


And this page sets out the formula for local grants-in-aid: 


1. Cash. 

2. Donations at cash value of land or other real property, of demolition and 
removal work, or of the installation, construction or reconstruction of streets, 
utilities, parks, playgrounds, and other improvements necessary for carrying 
out the urban-renewal objectives in accordance with the urban-renewal plan. 

8. The provision, at their cost, of public buildings or other public facilities 
which are necessary for carrying out the urban-renewal objectives in the area 
in accordance with the urban-renewal plan. 

What is the difference between picking up two-thirds or three- 
fourths of the program? 

Mr. Srerner. It comes out to about the same money. When it is 
on the 75 percent basis we take out the planning cost and certain 
administrative overhead, legal costs, and so forth. 

Mr. Tuomas. It works out about the same? 

Mr. Srerner. It works out about the same on the average. 


WORKLOAD DATA 


Mr. Tuomas. Will you put the workload table at the bottom of 
page F-35, beginning with the paragraph immediately above it, in 
the record. 

(The table referred to follows :) 


The workload of the urban-renewal programs has been growing rapidly for 
a mumber of years. However, since the passage of the Housing Act of 1954, 
the growth of workload has been accelerating. Only part of this growth is di- 
rectly attributable to the sheer increase in the number of communities participat- 
ing in the urban-renewal programs and in the number of projects. Of more 
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importance than numerical growth have been the very major shift from project 
planning to execution operations, and the ever-growing scope and complexities 
of the programs. 

The following table summarizes some of the principal workload items for the 
eurrent and budget years: 

















Workload item | Estimate, Estimate, | Percent 

1958 1959 change 
PE IN 2. dh nn gn cades thera~-n->dadaneannesabet in 415 500 20.5 
Active projects in planning... ._____.-..-._....--.-2022-. 2... 402 394 —2.0 
Active projects in execution... _.___._--- hi nail midiaiceai tle g Uadbsesimexites a | 278 378 36.0 
Parcels of land acquired-____. + dais daiwn Bi a oe 10, 383 18, 740 80. 5 
Families reloeated- - ._. s 15, 079 22, 383 48.4 
Value of land to be disposed of. $27, 625, 000 | $44, 566, 000 61.3 
Federal capital grant payments. - $50, 879, 000 | $60, 000, 000 17.9 
Federal loan disbursements.._...... +...-..-.--..-----.-- Tae eee $65, 000, 000 $75, 000, 000 15.4 
Federally guaranteed borrowings --__....-_-.-_-.---------..--. ..-| $95,000,000 | $135,000, 000 42.1 
Active planning assistance projects. ...._..............---.-.....-- 159 204 28.3 





LOCAL PROJECT OPERATIONS 


Mr. Tuomas. There is a good table at the bottom of page F-37, 
“Estimated local project operations.” It shows families to be re- 
located, 22,383 estimated for 1959 against 15,079 estimated for 1958. 
Parcels of land to be acquired, 18,740 for 1959 against 10,383 for 
1958. 

Put the last half of page F-37 in the record. 

(The material referred to follows:) 

In addition to the review and approval of specific project actions, it is es- 
sential that a continuing review of project progress be made in order to meet 


problems as they arise. The need for this continuing review can best be illu- 
strated by the magnitude of project operations anticipated for the budget year. 


Estimated local project operations 








Estimate, Estimate, 

| 1958 1959 
Pareels of land to be acquired... .__-- | 10, 383 18, 740 
Value of land to be acquired __- $92, 423,000 | $169,171, 000 
Families to be relocated _-_. 15, 079 22, 383 
Dwelling units to be demolished__.- .- 





Proceeds from land disposition... 


' 16,873 21. 962 
$27, 625,000 | $44, 566, 000 


REHABILITATION PROJECTS 


Mr. Yates. Directing the attention of the Commissioner to page 
F-11 and the section on rehabilitation, is this one of your larger 
programs? 

Mr. Sterner. Rehabilitation was given emphasis in the 1954 act and 
we are now putting a lot of emphasis on it. There are 96 projects in 
all that are under planning or execution contract that involve major 
rehabilitation. 

Mr. Yares. What is the purpose of the program ? 

Mr. Sterner. Of the rehabilitation part of the urban renewal pro- 
gram ¢ 

Mr. Yates. Yes. 

Mr. Srerner. The rehabilitation part of the urban renewal program 
is to encourage property owners to improve their properties through 
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voluntary rehabilitation and to require them to bring their properties 
up to tae standards. 

Mr. Yates. To encourage them to improve their properties up to 
code standards ¢ 

Mr. Srerner. They would be required to bring them up to code 
standards, the code standards set by the city, and they are encouraged 
to go beyond that and to make further repairs on a voluntary basis. 

Mr. Yates. In other words, you are interested in preventing the 
growth of slums? 

Mr. Sretner. Yes. 

Mr. Yates. Then why is not the suggestion of the city of Chicago 
to Commissioner Mason that FHA require a building permit before 
approving a loan for a property a worthy one? 

Mr. Sterner. That involves administrative problems of FHA’s title 
1 program. 

Mr. Yares. But any measures taken to prevent deterioration of 
property into slums serve the purpose of your rehabilitation program ? 

Mr. Srerner. That is the purpose of the rehabilitation portion of 
the urban renewal program. 

Mr. Yates. It seems strange that on the one hand you require com- 
pliance with code requirements while another part of your program 
results in the creation of slums. 


WORKABLE PROGRAM REQUIREMENTS 


Mr. Tuomas. That opens up the question of zoning. What do you 
require the States or cities or counties to do? What do you require 
them to have? 

Mr. Sterner. On a workable program ? 

Mr. Tuomas. Yes. 

Mr. Sretner. We do not require them to have anything at that point. 

Mr. Tuomas. You are getting ready to require something. at 
do you require them to have? 

Mr. Sretner. We require them to have a plan for achieving an ade- 
quate level of codes, planning. 

Mr. THomas. How many States of the Union are you not doing 
business with by virtue of the State not having those plans? 

Mr. Sterner. I do not think there has been serious difficulty in com- 
plying with the workable program requirements. 

Mr. Tuomas. What is the sumbling block, then ? 

Mr. Srerner. Certain States have not enacted laws authorizing 
their cities to participate. 

Mr. Corz. Either in public housing or urban renewal. 

Mr. Tuomas. Do you require as one of your conditions precedent 
that they have certain health and safety factors? 

Mr. Sterner. We require that they have it or work toward it. 

Mr. Tuomas. What States of the Union are not able to comply 
with your conditions precedent ? 

Mr. Sterner. I do not know of any. 

Mr. Coz. Off the record. 

(Discussion off the record.) 

Mr. Corr. Mr. Chairman, our judgment is that all the States can 
comply with the workable program requirement. However, there are 
a few States which do not have any authorization for public housing 
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and a few that do not have any authorization for title I slum clearance 
rograms in urban renewal. 

Mr. Tuomas. What are the prerequisites? 

Mr. Cote. For urban renewal, an authorization by the State legis- 
lature. 

Mr. Tuomas. They have authority to zone and require this and the 
other. You do not do that? 

Mr. Core. On the workable program our idea is to be sure that the 
city recognizes that it has a responsibility to do something locally 
about cleaning out the blighted areas. 

Mr. Tuomas. What responsibility do you put on the city or State? 

Mr. Cotx. On the agian program ¢ 

Mr. Tuomas. Yes, or anything else. 

Mr. Core. We do not require the city or the State to do anything. 
However, if a city requires the funds to put in a program with the 
assistance of the Federal Government, we require the city, first, to have 
a workable program. This workable program, as Mr. Steiner has 
stated, has certain elements in it. The city must show it will enact or 
has enacted certain zoning ordinances and codes. 

Mr. Tuomas. Why do we not get down to cases. No. 1 is what? 

Mr. Core. Workable programs. 

Mr. Tuomas. Go ahead, One is zoning. 

Mr. Corz. One is zoning; one is financial responsibility. 

Mr. Sterner. Zoning is part of planning. 

Mr. Corr. Do not make it so definitive. Do you have the list of 
seven 

Mr. Sterner. Codes; planning; relocation; administration; citizen 
participation ; financing; and neighborhood analysis. 

Mr. THomas. How many States are not able to live up to that pat- 
tern before they can come in and participate in the program? 

Mr. Cote. None. 

Mr. Tuomas, Every State in the Union can live up to that? 

Mr. Coxe. As far as the States are concerned. 

Mr. Tuomas. What about the municipalities of the States? 

Mr. Coxe. My guess is that any municipality can comply with it. 


RECERTIFICATION OF PROJECTS 


Mr. Vursex. There has been so much talk about this workable pro- 
gram that I want to ask this question : 

Suppose you get a workable program and then after a while it does 
not prove that they are doing what they said they would do. Do you 
check back on them or do you go ahead with this expenditure that will 
run into hundreds of millions of dollars ultimately? Are they checked 
and do you stop the program if they do not live up to the workable 
program ? 

Mr. Corr. Mr. Vursell, they are rechecked. That is what is known 
as the recertification or rechecking. Quite frankly, the Federal Gov- 
ernment does not enforce its will upon the locality. We point out to 
the locality, “You said in your original workable program that you 
would do thus and so. On the recertification we see you are not fol- 
lowing out with the plan or the promises you made. Are you or are 
you not going to do it?” 
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If they said they were not going to do what they had promised to 
do, I do not think we would recertify them. However, we do not 
feel we have the authority or the responsibility to force the city to 
carry out the zoning or ordinances or the codes to the extent some re- 
gional administrator or some administrator in Washington thinks they 
should. It is a difficult operation. 

Mr. Vorseuu. I know you have a difficult job, and I think you are a 
splendid administrator, and my questions are not to be critical but to 
be helpful. 

Mr. Tuomas. We join you in that. Off the record. 

(Discussion off the record.) 

Mr. Vursett. I have heard time and time again that in fact people 
were encouraged to go ahead and start and they got well underway 
before there was any workable program, What is the answer to that? 
T can understand it is difficult for you to handle this matter, and I 
know you would not approve, as Administrator, of someone in the field 
allowing them to go further than the law authorizes and that your 
better judgment would indicate, but the question is whether or not you 
are proceeding before they have a workable program ? 

Mr. Corr. I think I understand your point. We are not proceeding 
knowingly. It may be that some overenthusiastic—— 

Mr. Sterner. We sometimes permit planning of a project. 

Mr. Vursetx. I am not talking about that. 

Mr. Cotz. He is not talking about that. Maybe some overenthusi- 
astic employee leads a community to feel this can be done without 
meeting its responsibility. This is not our policy. We try to prevent 
that from occurring. 

CHATTANOOGA PROJECT 


Mr. Vourseru. Since Mr. Steiner is largely responsible for the pro- 
gram of urban renewal, if the chairman will indulge me I would like 
to call attention to a specific situation. 

It is our understanding that we have to have this workable program, 
and it is our further understanding that in urban renewal we have to 
house people when we move them out, and I understand further that 
the law provides that you can house these people—and probably 
nudges you in that direction—in private enterprise housing that is 
already in existence until the place from which they are removed will 
saat housing, and that provision in the law is supposed to be 

elpful. 

Rdweies: I am advised that in an urban renewal project in Chat- 
tanooga, where they want to proceed with urban renewal, one of your 
men in the field has put a penalty, so to speak, a sort of a blackjack 
movement, on the officials Gf Chia ttadiotiog stating that they cannot be 
approved for urban renewal unless they first file an application for 
1,000 units of public housing to be built, notwithstanding the fact 
that the bankers and the insurance and real-estate people and the 
mayor have met in public session and have been willing to take care 
of these people. As late as February 20 this shows up in the Chat- 
tanooga Daily Times, and if I may be permitted I will read from it: 

Mayor Olgiati told approximately 30 banking, insurance, and real-estate lead- 
ers of Chattanooga yesterday that: 

1. Bruce Wedge, Atlanta regional director of the Urban Renewal Adminis- 


tration, has written that Chattanooga must make reservation for 1,000 public 
housing units before the West Side urban renewal project can be approved. 
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Then we go on down and for the purpose of brevity I will read 
this paragraph: 

A majority of those present yesterday indicated a willingness for the city 
to make a reservation for the 1,000 public housing units provided city officials 
give assurance that they will not build the units unless private enterprise fails to, 
do the job. 


And then we find again: 


In that connection we have the following letter from HB. Bruce Wedge, re- 
gional director of the Urban Renewal Administration in Atlanta: 

I am assunfing that the newspaper has these letters and is quoting 
them correctly. This is said to be a quotation from a letter written by 
E. Bruce Wedge, regional director of the Urban Renewal Administra- 
tion in Atlanta: 


It will be necessary for the board of commissioners of the Chattanooga Hous- 
ing Authority to put into action plans to meet the relocation deficits by the 
time the final project report is submitted to this office. 

The plans must be specific. Since it appears that at least 1,000 units of 
public housing are necessary then an application filed for these units must be 
approved by PHA (Public Housing Administration) prior to submittal of the 
final project reported for the West Side project. 

And the West Side project is an urban renewal project. 

It would seem to me that that is going far beyond the purpose of 
any legislation that I know of that has been written and I know Mr. 
Cole would not approve such tactics as that, but I think there should 
be an explanation because this is as late as Thursday, February 20, 
in the Chattanooga Daily Times. 

Mr. Yates. You are assuming Mr, Cole does not approve it. | 

Mr. Sterner. I do not know all the details. I am somewhat familiar 
with it and would like to comment on it briefly. 


RELOCATION REQUIREMENTS 


Title I requires that there must be demonstrated by the locality 
relative to any project a feasible method for relocating al] the families 
displaced in standard housing within their financial means at loca- 
tions not less convenient than where they lived previously. 

This particular project referred to in the article from which you 
read is an extremely large and extremely ambitious project. Very 
possibly it is too ambitious. Very possibly the city of Chattanooga is 
attempting something overly ambitious. It is my understanding that 
in the neighborhood of 8,000 families must be planned for in con- 
nection with this project. I believe they divide about equally white 
and colored families. 1 

It is necessary before we can approve a project: under the law that 
the city demonstrate a feasible method for rehousing these people, 
and almost invariably it is necessary, with a large group such as this, 
to have some public housing available to meet the rehousing problems. 
Statistically nearly 25 percent of the families that have been relocated 
thus far in the continental United States have been relocated in 
public housing. There are other existing public-housing projects in 
Chattanooga now and, of course as people move in and out the turn- 
over becomes available to be used. This has been analyzed by our 
Atlanta office, and they feel that turnover can take care of a good 
many people in the low-income range—the range below which pri- 
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vate enterprise can take care of them in standard housing—and their 
analysis indicates there is no way of taking care of the remaining 
1,000 without building more public housing. 

Mr. Vourseti. Whose analysis? 

Mr. Sterner. The analysis of the Atlanta office. 

Mr. Vurseti. That is Mr. Wedge’s analysis? 

Mr. Sterner. Yes. 

Mr. Vursett. And you would expect that sort of analysis, would 
you not, after his making that sort of statement ? 

Mr. Srerver. I am sure he made the analysis before he made the 
statement. We have not rechecked the analysis in the caer af 
office—we do not ordinarily—but in view of the statements made in 
this case we are doing it now. I am sure Mr. Wedge is trying to do 
no more than carry out the statutory requirements under title I of 
the act. 

Mr. Vursett. You would have to explain it more clearly than that 
to suit me, in view of the fact it is stated here: 

The mayor was given assurance from insurance, banking and real estate 
leaders that private enterprise stands ready to supply the necessary housing. 

In other words, this is a drive against free enterprise in Chat- 
tanooga and in favor of this socialistic form of stuff, in my judgment. 


RELOCATION EXPERIENCE WITH URBAN RENEWAL PROJECTS 


Mr. Tuomas. I think it would be very revealing if you would pro- 
vide for the record the number of projects you actually have under con- 
struction—what is that number, 42? 

Mr. Sterner. In execution there are almost 200. 

Mr. Tuomas. I am talking about where you have already moved 
the families and have construction going on. 

Mr. Srerner. There are about 45 in which construction is being 
undertaken and about 70 construction projects going. 

Mr. Tuomas. Use the figure of 45 or 70, either one. You have al- 
ready said about 25 percent of the relocated families from these 70 
projects go in public housing. 

Mr. Srerner. Of all families that have been moved out of project 
areas to date. There are some that have been moved where construc- 
tion has not started. 

Mr. Tuomas. Give usa table showing the number, by locations, that 
have been relocated in public housing; and secondly, show how many 
new public housing units had to be constructed to take care of them, 
at this point in the record. 

(The information requested is as follows :) 
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The following table shows for the 72 projects where relocation has been 
completed in connection with title I urban renewal projects the total relocation 
which has been accomplished, and the extent to which displaced families 
have been relocated in public housing. It also shows for these same communities 
the number of public housing units which have been provided under the 1949 
act and have reached the point of initial occupancy. 

It is impossible to provide a table showing only those public housing units 
which were provided for the specific purpose of relocating families displaced by 
urban renewal projects. When an application is submitted by a community to 
the PHA, it contains data on the total low-rent housing need in the locality. 
This includes need for such housing on the part of families to be displaced by 
urban renewal or by other governmental activity such as highway construction, 
etc. PHA approval of an application for a given number of units is based upon 
long-term need among low-income families in the locality. The portion of the 
total need represented by families to be displaced affects only the timing of con- 
struction. It does not affect the number of units for which approval may be 
given, Of course, eligible displaced families have a first preference for admis- 
sion to low-rent housing; the extent to which projects are filled by such families 
means simply that fewer eligible nondisplaced families are rehoused. 

It should also be noted that relocated families do not move only into public 
housing units newly becoming available, but also into units available as a result 
of turnover in older projects. It should be noted that in most of the cases in- 
cluded in the table the low-rent housing projects involved were already under- 
way a considerable time before firm plans for the urban renewal projects were 
developed. 
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Mr. Vursetu. Off the record. 

(Discussion off the record.) é ; 

Mr. Tuomas. How many total projects are there from which fami- 
lies have been moved? Are there more than 70? 

. Mr. Sterner. Yes. 

Mr. Tuomas. What is the number? 

Mr. Srerner. 152 projects where relocation has been started; 72 
where it has been completed, as of the end of December. 

Mr. Tuomas. What is the total number of projects altogether ? 

Mr. Srerner. About 500, about 300 in planning and 200 in execu- 
tion. 

Mr. Tuomas. Put that in table form in the record. 

(The table requested was furnished as follows :) 


Status of urban renewal projects as of Jan. 31, 1958 


Planning 
Execution 
Execution completed 


"OG 5 fb 8 ee ee ee ee eS eh a SS es cath ibe 


CHATTANOOGA PROJECT 


Mr. Jonas. In this Chattanooga project, how far has it gone along? 
Had it passed the stage of first approval ? 

Mr. Srerer. It is in planning now. It has not gotten into execu- 
tion, and this particular matter Mr. Vursell refers to is one of the 
matters which must be resolved before it goes into execution, 


Mr. Jonas. Was the first certificate issued 

Mr. Sterner. The planning has been authorized. 

Mr. Jonas. The first certificate was issued. Is that the $9 million 
project listed on page F-25? 

Mr. Sretner. Yes. 

Mr. Jonas. You have already réserved the money ? 

Mr. Srerner. We have reserved it but: have not obligated it under 
contract. 

Mr. Jonas. This condition was interposed between the two certi- 
fications, is that right? 

Mr. Sretner. I do not know all the details. The locality, as part 
of the planning, must plan for the relocation of these 8,000 or so 
families and there must be an adequate plan for rehousing those 
families before we can approve the execution of the contract. The 
point of controversy is whether the plan for rehousing the families is 
an adequate plan or not an adequate plan. 

Mr. Jonas. Mr. Chairman, I think either at this point or at the 
beginning of Mr. Vursell’s examination the pertinent section of the 
act should be read into the record. 

{Section 105 (c) is as follows :] 


LocaL DETERMINATIONS 


Sec. 105, Contracts for loans or capital grants shall be made only with a duly 
authorized local public agency and shall require that— 

(a) **+ * 

(b) * * * 

(ce) There be a feasible method for the temporary relocation of families dis- 
placed from the urban renewed area, and that there are or are being provided, 
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in the urban retiewal area or in other areas not generally less destrable in regard 
to public utilities and public and commercial facilities and at rents or prices 
within the financial means of the families displaced from the urban renewal 
area, decent, safe, and sanitary dwellings equal in number to the number of and 
available to such displaced families and reasonably accessible to their places 
of employment. 

Mr. Vursei. Under section 221 in relocation you are of course 
given the privilege of using other means of housing. The thing that 
seems ridiculous to me is that when ae want to go into one part of 
your program, urban renewal, you say they have to build 1,000 public 
units, and I understand this program will cost some $700 million, and 
yet you tie that in with the Federal Government going down in Ala- 
bama with $27,000, and jumping up to Alaska with $1.3 million to 
tear down a few shacks there, so you have a pretty big latitude, and 
one of the causes of it is the people who wrote the act originally. 

Mr. Corre. Mr. Vursell, I will look into that personally and report 
to you about it. : 

r. Vurseci. I would be glad if you did. I have a lot of confidence 
in you. 
RELOCATION REQUIREMENTS 


Mr. Yares. Mr. Cole, in connection with your urban-renewal pro- 
gram, is it required that a public housing project be constructed ? 

Mr. Cotz. No. 

Mr. Tuomas. Not in itself. 

Mr. Yates. It is necessary before you give approval to an urban- 
renewal project that assurance be given of adequate rehousing of the 
families that will be dislocated ? 

Mr. Corz. Yes. 

Mr. Yates. If commercial housing is available you prefer that ? 

Mr. Coz. That is true. 

Mr. Yates. But in the event that housing is not available from 
commercial sources, you cannot approve an urban-renewal program 
unless adequate housing is available, and if it is necessary that public 
housing be used to house people that cannot be housed by commercial 
housing, you use that too? 

Mr. Core. That is right. 

Mr. Tuomas. That is what Mr. Vursell said. He said the bankers 
and real estate people down there offered to supply the housing, and 
the Housing Agency people down there did not go along with it. 
That is a newspaper story. You do not know how accurate it is. Let 
the Administrator supply Mr. Vursell the information and see if his 
regional office is in line. 


Derense PLANNING ACTIVITIES 


We will put page G-1, “Defense planning activities,” in the record. 
(The page referred to follows:) 


DEFENSE PLANNING ACTIVITIES 


The Housing and Home Finance Agency has important and far-reaching re- 
sponsibilities for nonmilitary defense readiness. Based on its delegations and 
supplementary assignments from the Federal Civil Defense Administration and 
the Office of Defense Mobilization, the Agency is responsible for: 

1. Emergency lodging in ewvisting structures during the survival period.— 
In an immediate postattack period, HHFA will have the principal responsibility 
for the provision of emergency lodging for survivors left without housing. This 
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function will be performed by local emergency housing services which will: (a) 
determine the number of people left without housing by the attack; (0) deter- 
mine the suitability and capacity of nonresidential structures to serve as lodging 
accommodations; (c) determine the capacity of the remaining undamaged and 
damaged housing supply to serve as an emergency lodging resource; (d) main- 
tain registers of vacancies in surviving housing; (e) arrange for the referral 
or billeting of displaced persons; and (f) act as a local claimant for additional 
housing required to meet unfilled needs. Working through State and local gov- 
ernments, HHFA also has responsibility, in advance of an attack, for providing 
assistance and leadership in the development of emergency housing services as a 
part of local civil-defense plans. 

2. Provision of additional emergency structures to house the surviving popula- 
tion.—This will include stockpiling, emergency construction, and provision to 
damaged communities of additional housing needed in the form of tents, tem- 
porary barracks, trailers, demountable housing and other types of structures. It 
will also include the emergency repair of damaged structures and the conver- 
sion of nonresidential structures where possible and needed. Included in this 
responsibility are the design and development of the types of emergency lodging 
facilities most appropriate for use in the survival period in view of probable 
available materials, transportation, and manpower. 

3. Emergency repair and restoration of damaged community facilities — 
HHFA will also be responsible for the repair and restoration of community 
facilities supporting housing, particularly water and sewer systems damaged 
by enemy attack, and for planning in advance a program to carry out this mis- 
sion including plans for stockpiling such materials and equipment as may be 
needed. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. You want $100,000 this year for administrative ex- 
penses in defense planning activities. 
You have participated in this program before, have you not? 
Mr. Cote. Yes. 
Mr. Tuomas. We will put page G-—6 in the record. 
(The page referred to follows :) 









Comparison of administrative expenses 




























































Actual, Estimate, Estimate, 
| 1957 1958 1959 
June 30 employment: 
Denartmental____.__- Sapinhilaipg tien amg = falas C tiuwitert 2. 14 
aS ee aos 7 abwk teh cikcupenswensnw dealt SORES Jel aeeede see 6 
ED ig. 3 .- ro vch daancenacmenth sins 2 
Obligations: 
Personal services: 
TI pins stnpglnicap co tbl -tihte dike et $30,006. }.-. .-..-...... $59, 000 
UL ons 1,174 21, 000 
Subtotal, personal services_.... 6b tt Abas eee siet @370- j. .-:-.5-.--m- 80, 000 
Other objects of expense: 
Tas anctosy wi ia a eles titi tA cli Ds a acai 1, 980 |... 5, 000 
Transportation of things... .-.-...- 2.22. 2-2-2222 -.} 311 |_- 500 
Communication services__-_.-.--- ae peeeene-tepe -| Be 1454a8-h~sapsst 1, 500 
Rents and utilities_._______- . pated wen =mere 710 2, 000 
Printing and reproduction... --.2.2-...5--2.4.2.- OB 432 ti isii.! 1, 200 
Other contractual services ‘ : ie 610 1, 000 
Supplies and materials__....................-...- 4 253 1, 100 
Equipment... le is ok Radner | 4. aaa 2, 300 
Retirement contributions___- a le a a ; oot 4, 700 
Refunds, awards and indemnities._________.______. Re eae a 500 
NS EOE STE SAAD ORI TE ep 89 200 
Subtotal, other objects._....-.......-....-..-- estan 5, 670 20, 000 
Total obligations. ._._____.. si Tiel JAI 2A. Ge Oe 1s of OBL 100, 600 
Adjustment for retirement: ..........-..-.-.cssu..-.. js 4 2, 460 24h 
REPU Cee ee nc one tee ne ty telly net 100, 000 
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FISCAL 1957 PLANNING ACTIVITIES 


Mr. Tuomas. You had 8 people in 1957 and $49,000 in 1957. What 
did those people come up with in 1957 for $49,000? 

Mr. McFaruanp. The people now working on defense planning con- 
stitute a skeleton staff who try to carry out—— 

Mr. Txomas. I know, but what “aid they come up with in 1957? 
What did they come up with for that $49,000? 

Mr. McFartanp. We have come up with a broad outline of the 
Housing Agency’s missions under its FCDA and ODM delegations, 
which missions are outlined in two secret documents. 


PURPOSE OF 1959 REQUEST 


Mr. Tuomas. What will you do with $100,000 this year? 

Mr. McFartanp. The key purpose of the request before you is to 
implement the outline. It is one thing to identify what your job is 
and it is another thing to carry it out. 

Mr. THomas. What do you want to do now? 

Mr. McFartanp. What we want to do is to really develop detailed 
standby plans. Let me see if I can get at it this way. If we were at 
the same stage in urban renewal today as we were in 1949, we would 
be ina roullhity analogous situation. 


Mr. Tomas. What are you going to do? 

Mr. McFartanp. We are going to try to develop in depth plans to 
carry out the mission that we have identified. This includes plans 
for emergency shelters; plans for the repair and improvement of 


facilities — 

Mr. Tomas. You are going to build underground shelters, or what 
will you do? 

Mr. Cote. We do not know. The only way to determine that is 
to study the problem. We could flip a coin and say in the event of 
war we would take certain action, but we do not think that is the way 
to do it. 

Mr. Botanp. Why not let the FCDA do it? 

Mr. Cotz. The FCDA does not know the problem and has no tech- 
nicians to do this. The point is, if a study is to be carried out, some- 
body has to do it. If a study is not to be carried out, then nobody 
needs to pay any attention to it. We are in a difficult situation in re- 
gard to this. As Mr. McFarland says, they are asking us to do it. 
Asa matter of fact, they are directing us to do it. 

Mr. Tuomas. Your agency is no different from the rest of them. 
You plan things and when you get through you cannot put your 
finger definitely on anything. 

Mr. Cotz. We can and will put before you in an off-the-record 
session exactly the plans, what we are doing, and what studies are 
being undertaken. 

Mr. Txromas. Let us come back at 1 o’clock. 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
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Cotzxce Hovstne Loan Program 


Let us take a look now at college housing. 


PROGRAM HIGHLIGHTS 


At this point in the record we will insert pages H-1 and H-2 of the 
justifications. 


(The pages referred to follow :) 


Program highlights 


[Dollar amounts in millions] 





Actual, | oe | Estimate, 
1959 
a 


College loans: 
Number of cases: 


Fund reservations --.........-- 
Loans approved - 
Construction starts - 
Bond issues purchased __ 
Amounts: 
Net new commitments..__._- 
Disbursements__........--- 
Hospitat loans: 
und reservations - 
Loans approved - acavecccupilgsenccanhinecet ese ataes ae 
Net new commitments._..._.---------...- => Séddinntl 
Administrative expenses: 
June 30 employment 5 21: 
PE I vert th 85 ~~ o-5se phe ndan- -reenesh~sner $1. 018 $1. 377 | $1. 675 


Loans approved under the college housing loan program through the end of 
November 1957 will enventually provide housing facilities for 81,451 men stu- 
ents, 49,996 women students, 5,220 married students, and 1,291 faculty members— 
for a total of 137,958 housing accommodations. On the same date, construc- 
tion had been completed on 252 cases; an additional 186 were under construction ; 
and 152 projects approved were awaiting the start of construction activities. 


NEED AND OBJECTIVE 


Title IV of the Housing Act of 1950, as amended, provides for direct long-term 
Federal loans to assist institutions of higher education in the development of 
housing and related facilities for students and faculty where such assistance is 
not otherwise available on equally favorable terms. 

Thist program was created in recognition of the urgent need for housing of 
expanding enrollments and to aid colleges in providing such housings at rentals 
which the average student can afford. The need for college housing and related 
service facilities is largely a reflection of college enrollments. From 1950 to 
1957 fall college enrollment increased from 2,297,000 to 3,068,000—a rise of 34 
percent. During the next 10-15 years enrollment is expected to double, exceeding 
over 6 million students in 1970 as the “war baby” age groups come to college age. 
Both the college age group and the percentage of that group enrolling in colleges 
is expected to rise annually throughout this period. 


Fall college enrollment 1950-57 
{In thousands] 





Students Students 





oe 


secrwn rev Se 
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COLLEGE HOUSING LOAN FUND 


Title 1V of the Housing Act of 1950 provided an initial authorization of $300 
million for the college housing loan fund, a revolving fund financed by borrow- 
ings from the Secretary of the Treasury. The program authorization has been 
increased several times since 1950 to a cumulative total of $925. million. The 
budget reflects a further increase of $200 million for fiscal 1959, bringing the 
revolving fund authorization to a total of $1,125 million. 


[In millions] 


Cumulative 


Housing Act of 1950 (Public Law 81-475) 

Housing Amendments of 1955 (Public Law 84-345) 
Housing Act of 1956 (Public Law 84-1020) - 
Housing Act of 1957 (Public Law 85-104) 

Proposed legislation 


COLLEGE HOUSING AUTHORIZATION 


Mr. Tomas. I notice you need $200 million authorization for 
1959—bringing the total authorized dollar amount up to $1.125 billion; 
is that correct? 

Mr. Hazerttne. Yes, sir. 

Mr. Tuomas. When will you give out on cash? 

Mr. Frantz. Out of our present authority ? 

Mr. Tuomas. Yes, sir. 

Mr. Frantz. Very shortly after the first of July. 

Mr. Tuomas. In other words, you have to have this $200 million or 
you are out of business ? 

Mr. Frantz. On new loans; that would be correct. 

Mr. Tuomas. How much do you have? 

Mr. Hazexrtne. We have $59 million left after we deduct the appli- 
cations we have. 

Mr. Tuomas. For all practical purposes, you have to have this in- 


creased authorization or else you will be a servicing agency; is that 
correct ? 


Mr. Hazeurtne. Yes, sir. 


Mr. Tuomas. You would only be taking care of what you have? 
Mr. Hazeutine. Yes, sir. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. For “Administrative expenses” you are requesting for 
fiscal 1959, 212 people as against 175 in fiscal 1958; at a total cost of 
$1,675,000 in 1959 as against $1,377,000 last year. 

Is that a fair statement? 

Mr. Hazexrine. That is a fair statement, sir, due to the fact that 
we are still increasing on our postapplication operation. 

Mr. THomas. What is the interest rate which you are charging? 

Mr, Hazertine. Three percent. 


SPECIAL LIMITATIONS 


Mr. Tuomas (reading) : 


Within the total authorization, there are two specific limitations: One not to 
exceed $100 million for loans to colleges for service facilities other than living 
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accommodations and the second for loans not to exceed a total of $25 million to 
hospitals for housing of students and nurses. 

That is not very clear. You are not making loans to hospitals; are 

ou ? 

* Mr. Hazerrine. That was added last year. 

Mr. Mason. That was placed in the 1957 act. 

Mr. Tuomas. You are making loans to hospitals where they have 
dormitories for their student nurses ? 

Mr. Hazertrne. Schools of nursing, yes. 

Mr. Tuomas. And, there is a limitataion of $25 million ? 

Mr. Hazertrine. Yes, sir. 

Mr. Tuomas. In one project or what 

Mr. Haze.tine. The total loans for that purpose. 

Mr. Tuomas. And that was put in last year ? 

Mr. Hazentine. Yes, sir. 

TYPES OF LOANS 


Mr. Tuomas. This table on H-4is very revealing. 

How many units have you built so far ? 

Mr. Hazevitne. We have a list of those here, sir. 

Mr. Tuomas. It is in the record somewhere. In the meantime, I 
will read this language into the record: 

Of the $925 million available for loans under the program, $768.6 million have 
been effectively committed as of November 30, 1957, including $6.9 million for 
loans to hospitals. 

You have already allocated about $7 million of your $25 million to 
hospitals. Isthat correct? 

r. Hazevtine. That is correct. 
Mr. Tuomas (reading) : 
On that date, the uncommitted authorization totaled $156.4 million and there 


were only about 90 applications for approximately $77 million awaiting prelimi- 
nary processing. 


INVENTORY OF CONSTRUCTION ACTIVITY (COLLEGES ONLY) 


How many differnt projects and how many housing units are in all 
the projects 

You set that out in a table which I cannot put my finger on. 

Mr. Hazevtine. We havea table here in addition to that, Mr. Chair- 
man, in the book, which shows what we have done. 

Mr. Tuomas. Where is that table in the book ? 

Mr. Hazertrne. It is not in the book. 

Mr. TxHomas. You have one in the book some place that tells the tale. 

Mr. pu Von. H-12 isthe number of projects. 

Mr. Tuomas. We will insert into the record at this point the first 
half of page H—12 of the justifications. 

(The page referred to follows :) 

Construction activity continues for many months after loan approval, resulting 


in an accumulating workload of construction expected to be started in the next 
few years. This is shown in the following table. 
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Inventory of construction activity (colleges only) 


Awaiting construction, July 1 
Loans approved (net) 


Construction started 
Construction completed 
Awaiting construction, June 30 


Mr. Jonas. Are you not talking about the table which appears on 
page H-7? 
ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Also put the “Other objects” table, which appears on 
page H-14 of the justifications, into the record at this point. 
(The page referred to follows :) 


Comparison of administrative expenses 
Con f ad trat x 


| Actual, 1957 | Estimate, | Estimate 
1958 | 1959 





June 30 employment: 
Departmental _ - _-. nie ea : hil | 51 | 52 | 68 
Field hoe L 95 123 |} 144 


Total employment bth HELE Wee 146 | 175 | 212 





= = [a SS 


- {= 
Obligations: | 
Personal services: 
Departmental. ..._......._.__.. pee WS $205, 877 $342, 000 
Field __. Seends Bées = Sie 545, 796 | 747, 000 | 





Subtotal, personal services ; 841, 67: 1, 089, 000 | 

Other objects of expense: 

Travel... ducal Sbahbes 

Transportation of things 

Communication services. -_- 

Rents and utilities __- 

Printing and reproduction _-. 

Other contractual services ( 

Payment to Office of Education 

Supplies and materials___ 

Equipment. = 

Retirement contributions__- 

Refunds, awards, and indemnities 

Taxes and assessments__ : 


Subtotal, other objects__-_-- ‘ s¢-4e Si rene 76, 810 | 288, 000 | 


Total obligations..___.... fice duel bod _..) 1,018,483 | 1,377,000 | 
Adjustment for retirement _- adie aa 4 | 52, 517 . 


| 
Adjusted total_._.....- 


NUMBER OF UNITS PROVIDED 


Mr. THomas. The information which I am seeking may be in the 
narrative, but you set out the number of units which you have, and 
the different types. 

Mr. Frantz. I believe it is at the bottom of H-1. 

Mr. Tuomas. Yes; that is it. 








| 
I 
ij 
{ 
| 
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You state as follows: 


Loans approved under the college housing loan program through the end of 
November 1957 will eventually provide housing facilities for 81,451 men students, 
49,996 women students, 5,220 married students, and 1,291 faculty members— 
for a total of 137,958 housing accommodations. 

I notice you have 152 projects approved, which are awaiting the 
start of construction activities. and 252 have been completed. 

So, you have 404 altogether, and the 404 comprise 138,000 housing 
units; is that cerrect ? 

Mr. Frantz. As of last November; ves, sir. 

We can bring those figures up toa current date, Mr. Chairman, if 
you would like to have them. 

Mr. Tuomas. Bring them up to date, please. 

(The information requested follows :) 





College housing loan program 


serene mee ooo --- — —_— — ee 


Type of unit 





Numbel Total 
| of 


























units 
projects | Men Women | Student | Faculty 

| | families | 

—_—-— —_— - -_— es Ae 5+ 
Compioet for occupancy (fiscal year): | 

cated cicakdivers ia 7 1, 137 782 | 351 | 4 
1954... 21 6, 269 3, 346 2, 754 20 149 
1955_... | 52 13,806 10, 736 2, 834 | 118 118 
1956__._- : 50 9, 306 6, 324 2, 787 | 192 | 93 
Seeks ates. is ‘ renee “| 70 16, 064 7, 828 7,471 | 581 | ls4 
1958 (through Jan. 31, 1958) __.__- 103 21,369 | 11,256 9, 045 914 154 
jgiheeactlipaiitgite tp Rene tpi lich io ipctecivegtbienad jth tensile <eileiegtih dina petineiaaae 
, ae ‘ . ‘ 303 | 68,041 40,272 | 25,242 1, 825 | 702 
== == | | =| ee 

Reeapitulation of construction (through | | 

Jan. 31, 1958): 
In progress_....._.-- aaa Labi dacaal 179 51, 309 30, 173 18, 223 2, 588 325 
Completed for oceupancy --. al 303 68, 041 40,272 | 25,242 | 1, 825 702 
ND on ie ee nnn 482 | 119,350 | 70,445 | 43,4 | 4,418 1,027 
' | | ; 








COLLEGE HOUSING AUTHORIZATION 


Mr. Voursevi. Now, it appears that out of this $925 million you 
have only committed $481,400,780. And it would further appear to 
me that in the interest of economy it would be wise to let your agency 
absorb the excess or, if they sete. the money has not already been 
spent and loaned with the result that there is $80,881,000. 

With your realistic interest rate, and so forth, it would seem to me 
that possibly this $200 million as requested is not entirely necessary, 
and later on with some economies that might be brought about you 
might be able to get through without that extra amount of money. 

What is the answer to that? 

Mr. Hazettrne. We have made reservations of funds up through 
January 31, which will leave us, with the preliminary applications on 
hand, only $59 million for the continuation for the rest of the year. 

Of that, $25 million has been reserved, and not given to us for use. 
So, we only have $34,493,000 for the rest of this fiscal year. We do not 
have any $200 million. 

Mr. Voursett. As of January 31, I notice you have $80,881,000 ac- 
cording to my figures. Of course, you make commitments far in ad- 
vance, and lend far in advance. 
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Mr. Hazerrrne. We make the' reservations far in advance, but we 
do not usually make disbursements until construction is well under 
wa 

e have been very carefill to try to get the applicant to do as much 
of his own construction work on his own f funds as he can, and then 
we make the disbursement after that time. 

So, there is a long lag between commitment of reservations and the 
actual disbursements. 

Mr. VurseLtyt. When are the actual disbursements made? 

Mr. Hazeuttne. They are made when the applicant perfects the 
bond issue, and we put the bond issueon open b bid. 


Mr. Tuomas. I note your personnel goes from 175 in 1958 to 212 
in 1959? 


Mr. Hazevtine. Yes, sir. 


BACKLOG SITUATION 


Mr. Tuomas. How much backlog do you have in point of time? 

Mr. pu Von. The backlog of applications, sir ? 

Mr. Tuomas. Yes. How long do you keep them waiting before 
you approve them ? 

Mr. pu Von. There are two phases to it, sir: The preliminary ap- 
plication and the full application. 

The preliminary application advances quite rapidly, but the full 
application takes a — thorough analysis ef the engineering, finan- 
cial and legal phases. That takes considerable time. 

Mr. Tomas. What is that considerable time ? 

Mr. pu Von. It can run anywhere from 3 months to 6 months. 
Mr. Tuomas. What is your backlog in number of applications 
now ¢ 

The universities and colleges pay this administrative cost; do they 
not ¢ 

Mr. pu Von. Yes, sir; they pay that through the one-quarter interest 
rate differential between the borrowing rate and the lending rate. 


DISTRIBUTION OF PERSONNEL 


Mr. Tuomas. Where are these people located? How many are in 
the District, and how many are in the field? 

Mr. pu Von. It is broken down on the last page of that section on 
page H-14, which shows that 52 of them are departmental and 123 
are in the field. 

Mr. Tuomas. Why do you need that high a percentage in the Dis- 
trict here? The work is done in the field; is it not? 

Mr. Hazerttne. All of the loans are approved in Washington, and 
reviewed. 

Mr. Tuomas. The preliminary work, the ground work, and the 
spade work is done in the District ? 

Mr. Hazeutrne. It is done in the field and sent in here for review 
and approval. 

We are breaking down this procedure to get as much of it into the 
field as possible, but it is necessary in our estimation to maintain the 


national scope of the program to have the final review here in 
Washington. 


a REST AE SE RS 
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(The following was subsequently submitted for the record :) 


The 52 positions in the Washington area discussed in the foregoing testimony 
are not all technicians engaged in review and approval workload. They include, 
in addition te review of applications and plans staff for other administrative, 
technical, and general services rendered by the Community Facilities Adminis- 
tration and by the Office of the Administrator. Services rendered include per- 
sonnel services, fiscal accounting, budget formulation and execution, develop- 
ment of national standards, procedural development, and program development 
and program review and analysis, which are all performed in the Washington 
area on a national basis, 

Mr. Tuomas. Oh, yes. That always builds up the District, as 
against the field. You are just normal; that is all you are. i 

Let me suggest that you transfer about one-third of your Wash- 
ington staff to the field, and you might cut down that backlog. 


NEED FOR INCREASED PERSONNEL 


Mr. Jonas. Why do you need any more people ? 

Mr. Hazevtine. Because of the increase in the work. 

Mr. Jonas. Do you not profit from experience and can you not 
handle a heavier workload progressively ? 

Mr. Hazertrne. Yes, sir. 

Mr. Jonas. Well, you have progressively increased the number of 
your employees. In 1957 you had 146, in 1958 you had 175, and in 
1959 you want 212. 

Mr. Hazeiatne. You will find that until we reach a plateau, which 
will be some time within, maybe, 2 or 3 years, we are still doing an in- 
creasing amount of work on those applications which were approved 
last year, and the year before. 

Mr. Jonas. Why do you have to do any more work on applica- 
tions that are already approved ? . 

Mr. Hazextine. Because we carry through completely to the end 
of construction, and to the complete settlement of the project. 

Mr. Jonas. Cannot you standardize that after a while? 

Mr. Hazzxtinp. It is all standardized now. 

Mr. Vvursexxi. It would seem to me that if you loaned the money 
and finished that part of the deal and there was no question of lay- 
ing your hands upon it, without reserving it for year after year after 
year, and sometimes waiting and waiting and waiting, that your 
backlog would not have to beso big as it is. 

Mr. Hazeutrne. It would not be fair to the applicant to permit him 
to do a great amount of work before we had at least given him a 
commitment that if he complied with all the regulations he would 
have money available. 

So, we make the reservations of funds on the preliminary appli- 
cation, and when it has been reviewed and if we find he is an eligible 
applicant and that he has a foreseeable need for this amount of 
money, then he goes ahead with a quite considerable amount of work 
with his architects, planning, and with the letting of bids, as well 
as with the perfection of the bond issue and all that after he has 
been assured by us if he does all that in the next 5 or 6 or 8 months, 
the money will be available for him. 

Otherwise, we might run out of funds. He would be in the position 
of having spent that money without any recourse for construction. 

That is about the best we can say on that, and it seems to me to be 
reasonable. 
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EXTENT OF FEDERAL AID TO COLLEGE CONSTRUCTION 


Mr. Jonas. What percentage of the college housing program are we 
financing with reference to college buildings? 

Mr. Core. Congressman, do you mean all of them? 

Mr. Jonas. All college buildings. Are we financing two-thirds of 
them ? 

Mr. Hazertine. Only housing. 

Mr. Jonas. I mean housing and related facilities. 

Mr. Hazertine. That means dining rooms, student unions and dor- 
mitories. 

Mr. Jonas. You do not build classrooms? 

Mr. Hazextine. No, sir; none of that. 

Mr. Jonas. You build everything except classrooms, practically ? 

Mr. Hazertine. Yes, sir. 

Mr. Jonas. And you are doing 66% percent of it? 

Mr. Haze.ttne. We are, we estimate. 

Mr. Jonas. The more we do the less they do from private financing; 
is that correct ? 

Mr. Hazertine. Absolutely. 

Mr. Jonas. The faster we move into the field the faster they move 
out of private financing ? 

Mr. Hazetttne. Because of the interest-——- 

Mr. Jonas. Why, of course, they would rather get a loan from you 
at 3 percent than to pay the going rate. 

Mr. Hazerrine. We have steadfastly attempted to move it toward 
private financing wherever possible. 

Page H-7 shows what we accomplished last year, and that we 
obtained by asking for participation some $73 million from the appli- 
cants to go along with our $76 million on the program. 


PRIVATE PARTICIPATION IN PROGRAM 


Mr. Jonas. Is this the table which shows private participation? 
Mr. Hazertine. Yes, sir. 
Mr. Jonas. These are the only items that involve outside partici- 
ation ? 
F Mr Haze.tine. No, sir; these are the ones on the universities where 
we asked them to enter into a participating type of agreement with us. 
On many of our private colleges and public universities, both, they 
will come in with, say, one-quarter million, or one-half million, if they 
have it. 
Mr. Jonas. All of these you have listed are State institutions? 
Mr. Hazevtine. These are the ones in which we made a particular 
agreement with them that we would loan part of it if they woul 
come in with the other part. 
Mr. Jonas. Do you attempt todo that with the others? 
Mr. Hazentrne. We attempt to do it with every single loan we 
make. 
Mr. Jonas. These are the only ones that would agree to do it? 
Mr. Hazevtine. These are the big ones which we list here because 
of this participation in open-end agreements for a housing system. 
Mr. Tuomas. Off the record. 
(Discussion off the record. ) 
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/ INTEREST , RATES 


Mr. Vursex. Since the interest rate has. been, improving, are you 
getting any greater participation on,the part of private financing or 
institutional financing? 

Mr. Hazevtrne. Our interest rate has not. been improved. We are 
asking for it to be improved, but it has not been. ) 

Mr. Vursetv. I did not think it had, but I understood you to say 
that it had been. 

Mr. Hazeuttne. No, sir. 

Mr. Voursett. Are you paying 3 percent ? 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 

Mr. Hazeutre. It went up according to the actual formula in the 
original legislation one-eighth of 1 percent, but not. what we have 
asked for, which is about 35 to 3%. 


Pusuic Facturry Loans 


Mr. Tuomas. Let us go into a little more detail with reference to 
your public facility loans. 

At this point in the record we will insert. page I-1 of the justifica- 
tions. 

(The page referred to follows :) 


Program highlights 


{Dollars in thousands] 








Actual, 1957 | Estimate, Estimate, 
1958 1 
IODINE A's an... KES ouuiiden ds d0~scteed.5.cdadeq 151 170 | 225 
Loans = (net): 
peemmer. 2.2 .22.5. VseR NE LYS ESA AIA 58 120 
Amount. .---- ‘ Sitka t $13, 859 $20, 400 $30, 000 
an disbursements. .._-_. 2 Gat = pis Svbllaca- he iad $633 $15, 000 | $24, 000 
Repayments.__.___.____- j : cake HOA Bid. sal ik 2... | $50 
Administrative expenses: | 
ne mreremane te a ee | 39 57 | 73 
Total obligations.._..__. beg issd Rihde-ocppedee «25145655 $269 $400 | $550 


INTRODUCTION 


The public facility loan program, authorized by title IL of the 
housing amendments of 1955, was enacted to assist State and local 
governments or their agencies to finance construction of specific public 
works projects. Financed by a statutory borrowing authorization of 
$100 million, the program is designed primarily to assist small munici- 
palities which are unable to market their local obligations at reasonable 
rates to finance basic public works for which there is an urgent and 
vital need. Approximately 90 percent of the applications received and 
loans approved through November 30, 1957, were from communities 
of less than 5,000 population in urgent need of financing construction 
of water and/or sewer projects. Applications to date show that the 
typical applicant is a town of about 1,000 population needing about 
$200,000 and one which has never before issued bonds or planned, 
built, and operated a public facility. 
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It is estimated that the 94 loans approved’ through November 1957 
have assisted local communities by providing funds on reasonable 
terms for construction of new or improved facilities for about 27,000 
water and/or sewer connections, 950 lydrants for fire protection, and 
about 3,400 gas-system connections." ‘ 

Mr. Tuomas. You have a total obligation of $550,000 against 
$400,000 last year, and $269,000 for 1957. 

In 1957 you had 39 employees and in 1958 you have 57. You want 
to step it up to 73 this year, 

This is a loan program where you have a revolving fund of $100 
million, and the purpose of it, primarily, is to take care of public 


-works projects of little cities and towns. I believe you say that 


most of your business is done with small towns and on projects under 
$200,000 or $250,000. 
You say: 


It is estimated that the 94 loans approved through November 1957 have assist- 
ed local communities by providing funds on reasonable terms for construction 
of new or improved facilities for about 27,000 water and/or sewer connections, 
950 hydrants for fire protection, and about 3,400 gas-system connections. 


This is really a construction fund. It is not a planning fund. 


ADMINISTRATIVE COSTS 


Who pays the administrative costs of this program ? 

Mr. Hazevtine. We have a differential in interest rate between what 
we borrow from the Government and at what we lend to the public 
avency. 

We have a formula which permits us a differential which covers 
administrative costs. 

Mr. Tuomas. But, the administrative costs are in this bill; are 
they not ? 

Mr, Frantz. There isa limitation, sir. 


APPROPRIATION LANGUAGE 


Mr. Tuomas. Let us see the appropriating language. 

Mr. Frantz. There is a limitation on the use of program funds for 
administrative expenses, Mr. Thomas. 

Mr. Tuomas. The language is as follows: 

Office of the Administrator. Not to exceed $550,000 of funds in the revolving 
fund established pursuant to title Il of the Housing Amendments of 1955, as 
amended, shall be available for administrative expenses 
and so on. 

You have the sum of $550,000, but where is the $550,000? Where 
does it come from ? 

Mr. Frantz. That comes from the revolving fund, and from the 
differential between the interest rates on the funds we borrow and lend. 

Mr. Tuomas. Let me state it another way: 

There are no appropriated funds. in this bill for administrative 
expenses ¢ 

ir. Frantz. That.is correct, Mr. Chairman. 

Mr. Tuomas. From where does the administrative expense come? 

Mr. Frantz. It comes from the, revolving fund in the, Treasury 
established by the basic statute, and from the standpoint of ultimate 
financing, it will be earned by the interest charged on the loans. 
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Mr. THomas. We hope so. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. The point is that. even though there is no direct 
appropriation in this bill for the administrative cost, it is there, 
because it comes out of the fund which you have heretofore set up. 


PUBLIC FACILITY LOAN FUND 


What is the status of the fund? How much money have you ex- 
pended? You have the number of loans. In 1957 you approved loans 
to the tune of $13.8 million; in 1958 you approved 82 loans for 
$20,400,000, and you estimate 120 loans for $30 million in 1959. 

So, ag is the status and how much unused do you have of that 
mone 

At this point in the record we will insert the appropriate page of 
the justifications with reference to this operation. 

(The page referred to follows :) 


STATUS OF FUNDS 


Fiscal operations under the program during the budget period are summarized 
in the table below. The rate of approvals anticipated will leave a balance of 
some $35 million in available borrowing authority at the end of fiscal 1959. 
Loan disbursements increase rapidly as local projects are placed under construc- 
tion and reach completion. The first repayment on these long-term loans are 
anticipated to occur during the budget year. 


| 1958 1959 





| 


| Actual, | Estimate, Estimate, 
1957 

| 

j 

| 


Loan approvals (net) _- 


ae raat: Sam wy ge $30, 000, 000 
Available borrowing authority, end____.............------.... 85, 437, 000 65, 037, 000 35, 037, 000 
Loan disbursements _.______ sailed 633, 000 15, 000, 000 24, 000, 000 
Repayments. - ehed. dbl th seen bbb dd, 50, 000 





Mr. Tuomas. For 1957 there was $13.8 million used; for 1958, 
$20,400,000; and for 1959 it is estimated $30 million. That leaves 
how much unobligated ? 

Mr. Apex. $35 million. 


REPAYMENTS AND LOAN TERMS 


Mr. Tuomas. With reference to repayments, for 1958 there were 
no repayments, for 1957 and 1958 there were no repayments, but you 
figure you will get back $50,000 in 1959; is that right? 

Mr. Frantz. Yes, sir. 

Mr. THomas. How long are these loans for ? 

Mr. Frantz. Up to 40 years. 

Mr. THomas, What rate of interest do they bear ? 

Mr. Hazetttne. They have a different rate of interest for the dif- 
ferent lengths of years, and for the different types of bonds. 


INTEREST RATES 


Mr. Tuomas. At this point in the record we will insert the table 
which appears on page I-3 of the justifications. 
(The page referred to follows :) 





SS 
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INTEREST RATES 


The Administrator has established interest rates at levels which are adequate 
to assure repayment of interest on borrowings, to defray administrative costs, 
and to establish reserve for losses. 

A survey of the private bond market led to the establishment in October 1955 
of basic rates of 3.75 percent for general obligation bonds (including general 
special assessment issues) and 4.25 percent for revenue bonds. These basic 
rates for 30-year issues are adjusted upward or downward by one-eighth of 1 per- 
eent for each full 5-year increase or decrease in the basic 30-year maturity period. 
While the law permits 40-year loans, applicants are encouraged to accept the short- 
est loan period consistent with their ability to repay. Of the 94 loans approved by 
November 30, 1957, only 14 are for more than 30 years. 

Basic rates are subject to revision according to a formula which relates the 
Agency rates to movements of rates on comparable issues in the private market. 
The formula involves the net average change in long-term municipal and Federal 
issues as reflected in the averages of long-term United States Government bonds 
and following national bond indexes: the Bond Buyer, Dow-Jones, Standard 
and Poor’s and Moody’s. 

Revisions in the basic rates since the start of the program are shown below : 


{In percent] 





Date of rate change | General obli- Revenue 
| gation bonds bonds 








| 
Basic rate established _____- -} 3.75 4.25 
Sept. 4, 1956 3. 875 4.375 
Nov. 17, 1956 ia 4.00 | 4. 50 
June 21, 1957 ee ‘i mer a a 4.25 4.75 
Nov. 4, 1957 ewes or Sctllclsleh thie ict Seed icsiehoanineadi 4. 50 5. 00 





Mr. Tuomas. The basic rate of interest is what? Is that 3.75? I 
note for September 4, 1956, it was 3.875; for November 17, 1956, it was 
4 percent; for June 21, 1957, it was 4.25, and for November 4, 1957, it 
was 4.50. 

You are really going up and up. 

Mr. Hazevtine. That is correct. That was due to the money market. 
Now, our interest rate has dropped back to 4.125 for the general obliga- 
tions, and 4.625 for the revenue bonds. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. At this point in the record we will insert page I-10 
of the justifications. 
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(The page referred to follows:) 


Comparison of administrative expenses 








Actual, 1957 |. Estimate, Estimate, 
1958 1959 








| 
| 


























June 30 employment: 
MEER Svcttn 20642 >< een dante o> aie tocdent onan 15 22 
Pees Lipa Rw Le eR Bae 24 35 
NUD Se Sane at ee Le eee 39 57 73 
Obligations: A 
Personal S 
De aia aie a ene $80, 517 $143, 000 $172, 000 
MR e oer rm ertean ocean eee fiaceseencsdeee cote s See 147, 439 183, 000 272, 000 
Subtotal, personal services... _.....2:-+.-..--....... 227, 956 326, 000 444, 000 
Other objects of expense: 
Ppweenss Getede 23521 ai tal SIR Tw ate sity 11, 413 13, 800 20, 000 
Transportation of things. .................-....-.---- 746 1, 400 2, 000 
Communication services_._.............--.+.2--c1.--- 6, 180 11, 500 17, 500 
Rents and utilities.........___. ssaamieiad aletinaaememi le acme 2, 820 9, 800 10, 400 
Printing and reproduction--_...........-........-...- 2, 381 5, 000 | 6, 500 
Other contractual services _ __- eae 4, 704 5, 000 | 7, 000 
Supplies and materials.__._.._- wi 2, 234 4, 300 6, 700 
et tiles aaa 9, 387 3, 500 7, 700 
oy te et th ce ee EE RE ET) SUPT ETRE, ba Lie bape ee 18, 800 26, 300 i 
Refunds, awards, and indemnities._...............--- 274 500 1, 000 | 
Taxes and assessments.................___- eed 420 400 900 | 
Subtotal, other objects._.......................-._-- 40, 559 74, 000 106, 000 
ns 968, 515 400, 000° 550, 000 
Adjustment for retirement.-..............................- SUA MIUEL Reh xcdedainattnek boccreletzae.oan ene 
Ape Nee 28 2 Ri 2. at aii deat 283, 000 400, 000 550, 000 





Mr. Tuomas. Your other obligations are going up pretty rapidly, 
from $74,000 in 1958 to $106,000 in 1959. 


BACKLOG SITUATION 


What is your backlog, now? You were going to tell us a while 
ago. Do you have that figure now? 

Mr. Asett. Backlog of applications? 

Mr. Tuomas. Yes, sir. 
_ Mr. Apert. 119 at the present time. 

Mr. THomas. How long will it take to process those? 

Mr. Anetx. About a year. 

Mr. Tuomas. How long have they been pending? 

Mr. Aseti. Most of them have been pending less than 4 months. 
We have a few which for various reasons are over 6 months. 

Mr. Tuomas. Where will they be processed? Will they be proc- 
essed in the District of Columbia, or in the field ? 

Mr. Hazeurine. They are processed in the field, and reviewed in the 
District. 

Mr. Tuomas. For 1958 you have 35 processors, and 22 reviewers in 
Washington. It should be the other way around, should it not? 

Mr. Hazertt1ne. We handle all six regions here in Washington. I 
think that is reasonable. : 

Mr. Tuomas. If they are processed in the field, why do you need so 
many people here? 

Mr. Hazetttne. For the review, sir, of the final application before 
the loan is approved. 
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Mr. Tuomas. One reviewer certainly ought to be able to keep up 
with 10 or 12 processors, should he not? That review is the simple 
art. 
Mr. Hazevttne. The review work consists of bond indentures and 
other legal work and that sort of thing, for the final issuance of the 
bond and purchase, if we purchase them, All of our loans are con- 
tingent on the possibility that they can get their money somewhere 
else and we are quite happy that they are often able to do so. 
The following was subsequently submitted for the record.) 
he 22 positions in the Washington area are not all technicians en- 
aged in reviewing and processing loan applications. They include, 
in addition to review of applications and plans, staff for other ad- 
ministrative, technical, financial, and general services rendered by 
the Community Facilities Administration and by the office of the 
Administrator, Services, rendered include personnel services, fiscal 
accounting, budget formulation and execution, development of na- 
tional standards, procedural development, and program development, 
and program review and analysis, which are all performed in the 
Washington area on a national basis. 


Revotving Funp (Liqumatine Programs) 


Mr. Tomas. Let us take another look at the revolving fund. 
At this point in the record we will insert pages J—1, J-2, and J-3. 
(The pages referred to follow :) 


Program highlights 


[Dollars in thousands] 





























| 
Actual, | Estimate, Estimate, 
1957 | 1958 1959 
Liquidation proceeds: 
REAR, CIC cen ncicrchiipoaniitindialinin densi asiti tina dtibiade 11, 854 2, 903 6 
Income from management of housing projects (net) __. 5, 971 685 
Collections on loans and mortgages... ..-.......-....-- Y 11, 543 12, 362 13, 077 
Interest on loans and mortgages......................- 7, 857 | 8, 899 8, 846 
Total... 22 wo ap DUE. nantthllbalileanace-tass 37, 225 | 24, 849 | 21, 929 
Less amounts used: 
Acquisition of land and improvement of property --- 132 S Licamennelentey 
Expenses of real property disposition_.................... 4, 544 1, 630 a 
Grants and loans to local governments-_-_......._- 703 | Lh SARs. ot ctiie<- 
Cait. S4AZEI AEN: Sek ode. 2, 089 | 1, 128 673 
Total used. he | 7, 468 | 4, 307 673 
—<—<—<— | — — ——>-5b—u ——————— 
Net liquidation proceeds. 29, 757 20, 542 | 21, 25¢€ 
Net book value of principal assets—end of year: - sae | my 
Cash and U. S. securities. ............2.-. 22.22. Z 20, 957 11, 552 8, 56: 
Loans and mortgages_...._._- " “ 203, 226 208, 398 | 195, 907 
ee eee 93, 617 10, 473 5, 753 
Other../...... 6, 910 | 10, 356 9, 334 
Meet. cunilia 2344.) coueensa 324, 710} 240, 779 219, 556 
Retirement of Government investment... ~ 35, 000 32, 000 25, 000 
Administrative expenses: a pl ei. rr } par 
Liquidating emergency housing... ..............-+.c...- 1, 787 | 9so 500 
Other liquidating programs.___.. 211 142 | 173 
Weeaasaid sitet dinas seed. hae ats «Sg bed aa 1, 998 | 1, 122 | 673 
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The Independent Offices Appropriation Act, 1955, established a single revolving 
fund for the more efficient liquidation of remaining assets under the following 
Agency programs: 

1, Liquidating emergency housing programs,—Detailed justification for this 
activity is included in the overall PHA budget justification. 

2. Other liquidating programs.—Alaska housing, loans for prefabricated hous- 
ing, war public works, defense community facilities, and the first and second 
advance planning programs—all assigned for liquidation to the Community 
Facilities Administration by the Administrator’s Reorganization Order No. 1. 

Reorganization Plan No. 1 of 1957, effective July 1, 1957, transferred from the 
RFC to this revolving fund the program of Public Agency loans for final liquida- 
tion. Responsibility for this additional group of loans has also been delegated 
to the Community Facilities Commissioner. 


PROGRESS IN LIQUIDATION 


The fiscal year 1958 marks the end of the long process of disposing of the hous- 
ing built during the war and emergency periods to serve temporary defense needs. 
Some 915,000 units in all of such housing were provided, at a total expense in 
appropriated funds of some $2.3 billion. By June 30, 1957, only 10,702 units re- 
mained for disposition, together with certain parcels of vacant land and a few 
other miscellaneous properties. During this year, all remaining real property 
will be disposed of. In addition to the cash recovered—some 27 percent of the 
original cost, even after major donations of property to local public bodies—there 
will remain in the portfolio of the revolving fund some $180 million in mortgages 
which with very minor exceptions will be repaid in full with principal and interest 
if held for their full term. 

In 1959 and subsequent years, management and sale of real property ceases 
to be a significant portion of the liquidating program. The only real estate will 
consist of a few items held under deferred sales agreements, and a few acquired 
as a result of foreclosure on defaulted loans and mortgages. The latter will be 
held only temporarily until advantageous sales arrangements can be made. 
Major emphasis in the liquidating program, therefore, shifts to servicing, coliec- 
tion and sales efforts in connection with bonds, loans, mortgages, advances and 
similar assets acquired by the revolving fund in the course of liquidation. 

Total assets of the revolving fund are anticipated to decline by over $21 million 
in 1959, compared to almost $84 million in 1958. The decline during the 2 years 
represents almost one-third of the liquidating task as of last June 30. The fol- 
lowing table compares assets at the end of each year covered by this budget: 


Real Loans and Other Total 
property investments assets 

June 30, 1957 (actual) ° $93, 617 $194, 160 $36, 923 j $224, 710 
June 30, 1958 (estimate) - _ _ _- 10, 473 196, 168 34, 138 240, 779 
June 39, 1959 (estimate) - - .- | 5, 753 183, 925 29, 878 | 219, 556 
Net change: | | 

1957 to 1958 ____- | —83, 144 | +2, 008 | —2, 795 | — 83, 931 

1958 to 1959___.__- ; —4, 720 | —12, 243 | — 4, 260 —21, 223 
Percent change: | 

1957 to 1958 __._. S | —88.8 +1.0 | —7.6 — 25.8 

1958 to 1959__...___. ‘ ’ , —45.1 —6.2 —12.5 | —8.8 

2-year period __- si —93.9 ~—5.3 —19.1 —32.4 


FINANCIAL RESULTS OF LIQUIDATION 


Original expenditures in these programs totaled almost $2.5 billion. By the 
close of 1959, it is estimated that about $700 million will have been recovered by 
operations and disposition and returned to the Treasury ; $378 million will have 
been transferred to other agencies and programs, chiefly the Department of De- 
fense; and funds and property aggregating $771 million will have been donated 
to local governments in accordance with various statutes. On June 30, 1959, 
there will remain on hand about $220 million in assets, a large proportion of 
which will be subsequently converted to cash and returned to the Treasury. 

During the 3 years covered by the budget program, the net realization will 
amount to some $72 million. Liquidating dividends which the Agency will pay 
to the Treasury are estimated at $382 million in 1958 and $25 million in 1959— 
total of $57 million over the 2 years. 
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DISPOSITION SUMMARY 
Mr. Tuomas (reading) : 


Original expenditures in these programs totaled almost $2.5 billion. By the 
close of 1959, it is estimated that about $700 million will have been recovered by 
operations and disposition and returned to the Treasury ; $378 milltiom will have 
been transferred to other agencies and programs, chiefly the Department of 
Defense ; and funds and property aggregating $771 million will have been donated 
to local governments in accordance with various statutes. On June 30,1959, 
there will remain on hand about $220 million in assets, a large portion of which 
will be subsequently converted to cash and returned to the Treasury. 


What it adds up to is that you say the program costs were $2.5 
billion. Maybe we will get another $50 million, and then you would 
have $750 million back out of the $2.5 billion—which does not mean 
that the other has been wasted ? 

Mr. Corr. No. 


Mr. 'THomas. You have over a billion dollars here that has been 
given to States, cities, and the Government has received ,its $371 
million worth, is that right? 

Mr. Cor. Yes. 

CFA LIQUIDATING PROGRAMS 


Mr. THomas. Before you do that, perhaps we had better insert 
page J—4 in the record at this point. 


(The page referred to follows :) 


CFA LIQUIDATING PROGRAMS 


Pursuant to the Administrator's Reorganization Order No. 1, the Community 
Facilities Administration has responsibility for liquidating activities for the 
followng six programs: 

1. Alaska housing program. 

Loans for prefabricated housing. 

. War public works program, 

. Defense community-facilities program. 
Public-agency loans (RFC). 

. First and second advance-planning programs. 


Mr. Tuomas. This covers the Alaska housing program, loans for 
prefabricated housing, war public-works program, defense commun- 
ity-facilities program, public-agency loans (RFC), and the first and 
second advance-planning programs. 

On the RFC, you do not have that now, do you? 

Mr. Hazetttne. We took over the last of the RFC last July 1. 

Mr. Frantz. That was under Reorganization Plan No. 1 of 1957, 
Mr. Chairman. 

Mr. Tuomas. Did we not have a little supplemental item on that a, 
week or 10 days ago? 

Mr. Franvrz. Not on our part of it; no, sir. 

; Mr. Tuomas. What do you have to do with this? I thought GSA 
ad it. 

Mr. Frantz. We have one little bite of it. 

Mr. Tuomas. Apparently they split it all over the lot. 

The Independent Offices Appropriation Act of 1955 established a single re- 


volving fund for more efficient liquidation of the remaining assets * * *, De- 
tailed justification of this activity is included in the overall public-housing 
budget justification. 

Other liquidating programs: Alaska housing, loans for prefabricated hous- 
ing, war public works, defense community facilities, and the first and second 
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advance-planning programs—all assigned for liquidation to the Community 
Facilities Administration by the Administrator’s Reorganization Order No. 1. 

The big dollar figure is not in here but under public housing? 

Mr. Frantz. That is correct. 

Mr, Tuomas. Can you split these six items down as compared with 
public housing. 

In other words, at the end or the beginning of fiscal 1959, how much 
are you going to have—$220 million worth of projects? 

r. Frantz. Yes, sir. 

Mr. Tomas. How much does that break down between the war and 
emergency housing and these others ? 

Mr. Frantz. Roughly 180 and 40, Mr. Chairman; $180 million—— 

Mr. Tuomas. Public Housing has very few left? 

Mr. Frantz. They have practically no real estate left. They will 
have $180 million in purchase money mortgages. 

Mr. Tuomas. Let us take the programs at page J-4 and that going 
under “Public housing,” and give us a little table for 1958 and one 
for 1959 for dollars and units? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Under your six programs and then you add “Public 
housing” to it ? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. You add units and dollars and that will give us a 
clear picture of it. 

Mr. Frantz. Right. 

(The information requested appears on p. 1031.) 


ADMINISTRATIVE EXPENSES 


Mr. Tomas. What are your administrative costs? 

Mr. Franvrz. There is a combined limitation in the language. 

Mr. Tuomas. Is thisa combined sum here? 

Mr. Frantz. Yes, sir ; $673,000. 

Mr. Tuomas. And that includes the Public Housing Administra- 
tion, too? 

Mr. Frantz. Thatis right. 

Mr. Tromas. What does this cost? 

Mr. Frantz. $500,000 for Public Housing Administration and 
$173,000 for CFA programs; for a total of $673,000. 

Mr. ‘THomas. You mean. $500,000 is for “Public housing” and 
$173,000 is for these 6 items set out here? 

Mr. Frantz. That is correct. 

Mr. Tuomas. I see. You class PHA as “emergency,,housing.” 

Mr. Frantz. The $173,000 does not, include that. 

Mr. Tuomas. You are going to break that down between Alaska 
loans and so forth? 

Mr. Frantz. That is right: 


ALASKA HOUSING PROGRAM 


Mr. Txomas. What about Alaska? What shape are we in there? 
Mr, Haze.ttne. On Alaska housing we are making progress on 
litigation to get the actual property. 
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Mr. TxHomas. How many units do you have there now and how 
much money did we put into it? 

How much are we going to get out? What do you have on the 
= obligation bonds of Alaska» Housing Authority—$8.883 

ion ? 

What is the cumulative figure as of now? 

Mr. Frantz. That is briefly summarized at the bottom of page J-9, 
Mr. Chairman. 

Mr. Hazevtine. $17.8 million. 

Mr. Tuomas. I was looking at the table and narrative. Out of the 
$17.8 million disbursed as of June 7, 1957, $8.9 million has been re- 
paid leaving an outstanding balance of $8.9 million. 


FINANCIAL RESULTS OF PROGRAM 


Let us put the table on page J—9 in the record at this point. 
(The page referred to follows:) 


FINANCIAL RESULTS 


Financial statements for these liquidating operations show that operating 
receipts greatly exceed expenditures in all 3 years. In the budget year, when 
the only anticipated expenditure is for administrative expenses of $173,000, re- 
ceipts are estimated at $2,775,000, leaving net receipts of $2.6 million. Operating 
results for the 3 years are summarized in the following table: 


{In thousands of dollars] 


Actual 1957 Estimate Estimate 
1958 1959 


weceipts: 
Proceeds of disposition... ..cgisvbin.cddpdettadiigcatadtncesoocs $724 $914 $714 
TRCOMIC. «. .. « ..20 20 n cb EE ae LEMME nek odds 835 917 S41 
Planning advances collected._......-.....-..-..--+---.+-+.. 1, 037 800 1, 200 
Tete TOC noo in saa sea Ain edleKenanice 2, 596 2, 631 2, 755 
Expenditures: 
I aesicccccecniisnbhiiionsbbdhinn doa eanbien 654 5 6608.5. .ndancasnesl> 
I SE NEES, Ee ay * ee WD hnqugenntensqacdiagtiat snes 
Administrative expenses... ......2.-...-.2-4.2.5.-2.--.-- 211 | 142 173 
Total expensé@....-J...-..--0/eeseelbceee tess olee eee 914 | 1, 688 173 





Mr. Tuomas. How much more are we going to be able to recover ? 

Mr. Hazex.trnz. We have a good chance of recovering quite a bit of 
that $8.9 million. 

Mr. Tuomas. What are you going to lose on the $18 million? Will 
you be able to salvage as much as $12 million or $13 million of it? 

Mr. Hazevttne. I think that would be quite reasonable, yes. 

Mr. Tuomas (reading): 

Financial statements for these liquidating operations show that operating re- 
ceipts greatly exceed expenditures in all 3 years. In the budget year, when the 
only anticipated expenditure is for administrative expenses of $173,000, re- 


ceipts are estimated at $2,755,000, leaving net receipts of $2.6 million. Oper- 
ating results for the 3 years are summarized in the following table: 


That takes care of the six programs in the table? 
Mr. Franrz. That is right. 


ee 


ae 


CDRA TESS 
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CAPITAL INVESTMENT IN WAR HOUSING PROGRAM 


Mr. Tuomas. What is the capital investment in the six programs? 

Did you not leave out the most important thing ? 

Mr. Frantz. I would have to add that, Mr. Chairamn—I do not 
have it in quite that form. 

Mr. Tuomas. Take a look and see if you can come up with it. You 
mean that you are going to add your loans and grants? Would that 
get it? 

Mr. Frantz. No, sir; because most of the capital investment in those 
programs has been in years long gone by. 

Mr. Tuomas. Come up with a figure right quick and we will wait 
along with you. Give usa mene and you can straighten it out tonight 
or tomorrow. Come up with a guess now, and we will see how good 
you are. 

The only anticipated expense is $173,000. 

That covers all six programs and you have a revenue of $2.7 million, 

That looks big, but when you put that original capital investment 
in there, it is going to look awfully small. 

Mr. Frantz. 1 would take a fast guess and say $50 million, sub- 
ject to an error of 50 percent one way or the other. 

Mr. THomas. That is all right. That.isa fair guess. The six pro- 
grams are set out on J—4. Alaska was:rounded out at $18 million ? 

Mr. Frantz. That is right. 

Mr. Tuomas. What was prefabricated housing? 

That came out of the RFC and you have a loss there of 10, 12, or 13 
million doilars, as I remember. 

Mr. Frantz. Most of that loss has been realized. About fifty-some- 
million dollars was in that originally. 

Mr. Tuomas. Which one was war public works? 

Mr. Frantz. That is the old Lanham public works program during 
the war. 

Mr. Tuomas. That was a hatfull. That ran almost a billion dol- 
lars, did it not? 

Mr. Franrz. Yes, sir; but it is down to a very small figure now. 

Mr. Tuomas. Defense facilities cost you a lot of money? 

Mr. Frantz. Yes, sir. 

Mr. Taomas. You know that you gave most of them away. It has 
cost us a lot. 

Let us look at the table on page J—5. Will that give you that in- 
formation or can you work out a pretty good guess from the table 
on the other page? 

r. Frantz. This does not do too badly for my $50 million figure. 
It is $38 million here at the end of 1958 for the items on this page and 
I would judge, if you put in what is not covered by this table—I will 
reduce my error from 50 percent to 20 percent. 

Mr. Tuomas. Your war public works was in excess of that at one 
time 

Mr. Frantz. The original would be in hundreds of millions. 

Mr. Tuomas. We usually carry those amounts in the justification. 
It is in the justification, is it? 

Mr. Frantz. Not for these programs. I can put it in the statement, 
if you wish. 

(The material referred to follows :) 
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Liquidating programs—Comparison of full original programs with remaining assets 





Alaska housing____...._-| 


Loans for prefabricated 
housing. 


War public works-.-__..- | 


{In millions of dollars] 


Original investment or maximum to 


be liquidated 


tion of 1,472 dwelling units 
plus 675 minimum stand- 
ard remote dwellings). 


production or distribution 
of prefabricated housing or 
housing components). 
($179.2 million for 1,572 
Federally-constructed proj- 
ects plus $8.3 million in 
loans and $171.2 million in 
grants for 2,495 locally 


Remainder, Dec. 31, 1957 





(3 loans plus a block of mort- 
gages received in liquidation 
of a loan). 


(Ineludes $0.7 million in bonds 
and some 30 projects still 
under Federal title, but most 
of whieh are under lease- 
purchase contracts). 


on 
@ 


12.4 





— 


owned projects, providing 

water, sewer and other fa- 

cilities in World War ID). 

Defense community fa- ile Fe i cnncelioe 20. 6 
cilities. (105 sewer, water, etc., proj- 

ects, all locally owned, as- 

sisted by $3.7 million in 

loans and $16.2 million in 

grants during Korean 

emergency). 


Fete eta atiles «abo tdeohotttede ae. 3.5 , 
(23 bond issues). 


Publi¢e agency loans_ ---- 


$6.6 million, but appraised 
at $3.1 million recovery 
value, and certain claims in 
litigation, transferred from 
RFC in July 1957. Re- 
mainder of a large portfolio 
; of loans to local govern- 
ments). 
: First and second ad- saaa ~3 5b 5a 67.1 
' vance planning. (some 7,700 local projects 
planned with Federal ad- and advances “repaid: some 
| | yanees repayable when 2,000 plans may yet be used and 
construction is begun). advances repaid). 

: 2, 303. 4 ie ; 239.3 
(915,094 dwelling units, pre- (5,157 dwelling units remain: also 

ponderantly of temporary $180.1 million in purchase 

character, provided by money mortgages). 

direct Federal construc- 

tion. Most of these were 

built during World War II 

and reconversion period). 


sae 14,7 





War and emergency 
housing. 


Net cash, receivables, 
payables etc., not 
readily identifiable by 
program. 


‘caee, ae 





Total 


t 

; 

' 
# 
& 
«a 
ww 








i 
4 
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ADMINISTRATIVE EXPENSES 


Mr. Tuomas. At this point, we will insert page J—15 in the record. 
(The page referred to follows:) 


Comparison of administrative expenses 








Actual, 
1957 
June 30 employment: 
Ce wr: dln atnaneberpitenanagiesababnmamtecce 17 
Ma isiei.cn dicted dscstnegeso vende saan beahaneurdn teas aR Ce AEE 12 
Dotal emmpiogmewts. .Ji3i. 5. ic. II LITRE 29 
Obligations: mi a 
Personal services: 
since thesis dct icing dha leila hibition $111, 072 
POOL wd Sck ddddeb S604 hidden bidsnd~ uh Bo tee. 68, 709 
Bab otns, Pateonel serwiees...... 2... cn enecwceddnnae 179, 781 
Other objects of expense: 
Travel____. os dbn dabei’ white do chintiahtn 4niphde «th baignedeashs 9, 001 
FE NEI Gr HID nw inececunieaanauibimpmomnmindosd 280 
Communication services.................--.-.--.....----_ 4, 052 
8 RE BLD BET RE PRE ETS Ee, Eee 3, 519 
PU GiINel CG TONETOMIOSIOR.. 4. ... 44.5 dene donicpesdcncapens 2, 009 
Other contractual services... -.-..-........-+-s-4-.---sss- 3, 947 
Seiten aud. mratewelt.) oi bis. 6 05 66n 3 es eemeinece~~ebe 2, 272 
I ioc) eth iis trated lw ocalibdgaseen doh anc alealiindine aiteeiamaaee 5, 343 
Retirement contributions __.__- i £..b. ugpinh Ghibarweh tistge hb bbls bee etal 
Refunds, awards and indemnities_.__....................- 270 
Taxes and assessmenits. .............-.......-....-.... idk. 319 
Subtotal, other objects. .......................---...---- 31, 012 
pi ee a ee Pe ae 210, 793 
Adjustment for retirement-.-..............-.....-.-.----.2-... 11, 207 
NOS FUE. 0 ccnantdapestesdcesnctneee 222, 000 


—— 





Estimate, 
958 


10 


Community Disposition ACTIVITIES 


Estimate, 
1959 


15 
12 


Mr. Tuomas. We will insert page K-1 in the record at this point. 
(The page referred to follows :) 


Program highlights 


[Dollar amounts in thousands] 





Inventory, start of year: 


Number of units 


Appraised value. ...-....__... ndlldhaiewsiwnte Seredbnconnaatt 
ales: 


Number of units 
Appraised value 
Improvement loans: 
Number- -_--- 
TO Se ee ee re 
Purchase-money mortgages: 
Number. ._... 
Amount... -. 


Repayment of investment to Treasury_.........-.-..--.---.-- 
Administrative expenses: 
June 30 employment. _._- Apel. nss--srats kasespebousen lh 
Total obligations.............. biden babel ede ee 





Actual, 
1957 





Estimate, Estimate, 
1958 1959 

7, 903 2, 890 
$60, 297 $26, 190 
5,013 2, 474 
$34, 207 $21, 121 
240 60 
$924 $236 
2, 197 969 
$14, 677 $8, 518 
$14, 000 $15, 000 
95 80 
$718 $600 


cole santeceail 
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INTRODUCTION 


Sales and financing of sales of Government-owned property at Oak Ridge, 
Tenn., and Richland, Wash., are being carried out under authority of the Atomic 
Energy Community Act of 1955, as amended, (Public Law 84—221), and Exeecu- 
tive Order 10657, dated February 14,1956. To be sold were 11,329 parcels of 
residential property and 564 parcels of nonresidential property with a total ap- 
praised value of $80,264,000. Sales started in Oak Ridge in September 1956 and 
in Richland in June 1957. By the end of fiscal year 1957, 3,990 parcels at a total 
sales price of $14,495,000 had been sold. 


Mr. THomas (reading) : 


Sales and financing of sales of Government-owned property at Oak Ridge, 
Tenn., and Richland, Wash. * * *. 

I have been in both places several times and they are lovely cities. 
Reading over this it was very fascinating, the amount of work that 
has been done. 

You had 98 people to start with and you only got started in late 
1956, did you not? 

Mr. Frantz. Yes, sir. 

Mr. Trromas. You had 98 people in 1957 and you reduced it to 95 in 
1958 and you are down to 80 in 1959. 


PROPERTY INVENTORY 


What was the total number of properties, 11,000 ? 

Mr. Brown. 11.8938. 

Mr. Tuomas. At this point in the record we will insert the table 
which appears on page K-2. 

(The page referred to follows :) 


INVENTORY 


The properties in each community earmarked by the Atomic Energy Commis- 
sion for disposition were appraised by the Federal Housing Administration. 
The current fair market value of the Government’s interest in the property is 
shown in the following table: 


[Dollar amounts tn thousands] 


Total | Oak Ridge Riehland 


Daa I nent ss a SS 


| | | | 
Number | Appraised | Number | Appraised | Number Appraised 











value | | value | value 
j | | Bi a 
i Dias tele enki 11, 329 | $69, 167 6, 229 | $28, 236 5, 100 $40, 930 
nd oo cailceminas 564 | 11, 097 | 239 3, 362 | 325 7, 735 
Potts...) 20h vis. os sdie 11, 893 | 80, 264 | 6, 468 | 31, 598 | 5, 425 | 48, 665 
! \ 





Mr. Tuomas. This covers residential and nonresidential units and 
the total number was 11,893, is that correct ? 

Mr. Brown. Yes, sir. 

Mr. Tuomas. At an appraised value of $80,264,000. How many 
are you going to have now at the end of this year? As well as I re- 
member, it was only three or four hundred, is that correct, at the end 
of 1959? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Where is the table that shows the number you will 
have at the end of 1959? 





ee at TL LL LL LL LL I 
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Mr. Brown. It ison page K-3. 


Mr. Tuomas. At this point in the record we will insert page K-3. 
(The page referred to follows:) 


DISPOSITION 


The budget program assumes that it will be possible to dispose of all properties 
at both communities by fiscal 1960. The estimated rate of disposition by type of 
property and by community is shown below: 


[Percent of inventory] 








Estimate 
Actual. |_.. _ 
1957 | 
1958 1959 1960 
; 
} 
Oak Ridge, Tenn.; 
GI cc ccc cnc cnneoae . warat eaaiaeadiiieees 63 24 ll 2 
NWomresidentisie. . .. 2 5....... SLi Le 1 §2 28 19 
Richland, Wash.: | 
Residentials._...........-_- Per: iets peatee: 1 66 30 3 
Noamerabidetstials . 235 casa <acee ealivec eed wekks ss ~ 4048 EE ae deen i] 44 
| 


Mr. Tromas. T see that 3,990 properties were sold in fiseal year 
1957. Take that and add that to the total of 7,487 and that will give 
you a total of 11,000 plus, together with the estimated disposition 
of inventory during the current and budget years, shown in the fol- 
lowing table, and will leave an inventory of only 416 properties to be 
disposed of at the end of this year. 

You have a fine market there, You have people living in those 
houses, and some of the houses we built. Let us take Richland and 
the one in New Mexico, which have already been sold a long time 
ago. ‘ 

Some of those in Richland were good houses and you paid a lot 
of money for them. You put an appraised value on them and the 
formula, where it is about 15 percent less than the appraised value, 
the question is, how much of a licking are we going to take? You 
do not know how much? 

The Atomic Energy Commission has it down to a nickel, They 
paid pretty high. I remember 6 or 7 years ago in Richland, by virtue 
of pressing time and the unavailability of material, and so forth, 
they paid $15,000 for some of those houses, Maybe they could have 
been built for $11,000, $12,000, at Seattle or someplace else. 


ORIGINAL COST OF PROPERTIES 


Do you know how much all of these properties cost? You put a 
valuation here of $80 million on that. 

Mr. Frantz. That is at the top of page K-3. 

Mr. Tromas. $80,264,000; they can vary that by 15 percent, bring- 
ing it down to 15 percent of that, and that is another $12 million, 
so you have about $66 million. 

How much did it cost them? 

Fe Frantz. We do not have a cost figure on those properties, Mr. 
airman. 


Mr. Tuomas. The Atomic Energy Commission can certainly supply 
it to you. 
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a Frantz. They established a cost figure at one 'time and depre- 
ciated it. 
Mr. Tuomas. Depreciated it? All of that stuff has gone up in value. 
Mr. Frantz. Not on the books, Mr. Chairman. 


MORTGAGE SALES AT DISCOUNTS 


Mr. Jonas. Why do you have to discount the mortgages since they 
carry 6 percent interest? It looks as though you would not have any 
trouble selling them at par. They all have downpayments. They 
must have substantial equity. Why do you have to discount ? 

Mr. Brown. We are not discounting any mortgages. We have 
projected 

Mr. Jonas. I invite your attention to page K-5. You expect to 
sell $5 million during the fiscal year at reasonabl discounts. 

Mr. Brown. That was the projection we made. 

Mr. Jonas. You are not discounting them now ? 

Mr. Brown. We are not selling any mortgages yet. We had not 
exnected to go into the market until 1959. 

Mr. Frantz. I think another reason for that language is the unin- 
sured mortgages at Oak Ridge. 

Mr. Brown. Yes. 

Mr. Jonas. Do you expect tosell them at par? 





MARKETING PROBLEMS 


Mr. Brown. I have just come back from a 2-week trip to New 
York, Boston, Hartford, and Newark. The market is in a state of 
flux and they are buying FHA’s 4%/4s at 97.2 and 97.5. The difficulty 
with the mortgage portfolio is that as the investors look at it, they 
see a very low average principal balance. The average principal 
balance on the FHA’s is $3,300 and on the conventionals only $2,800. 
You can look at that first in this light—with the 25 percent equity 
that the neonle have. nlus their 10 percent of each sale, that is a very 
ing.a 35 percent equitv at the inception of each sale, that is a very 
favorable mortgage. However, with the very low average principal 
balance. the servicing costs go up considerably. 

Mr. Jonas. Maybe you ought to sell them locally? 

Mr. Brown. There is a question of where is the best market for 
them. T have just conducted an exploratory trip in an effort to test 
the market at the present time and anticipate what we are going into 
this summer. 

GAO REPORT ON ACTIVITY 


Mr. Trromas. What did the General Accounting Office say about 
your onerations out there? 

Mr. Brown. The General Accounting Office had a few questions in 
relation to the setting up of the sales procedure. There was a report 
made and they referred a letter making certain recommendations, 
some of which we felt were good, and then some of the others we had 
an honest difference of opinion in administering. 





ee 
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SALE PRICES OF HOUSES 


Mr. Tuomas. What sale price are you getting for a house compared 
with what the house cost? Are you selling these houses net,the figure 
of what they cost 7, 8, or 10 years ago? 

Mr. Brown. The appraised value is determined by FHA according 
to the fair market value of the Government’s interest in the property. 
In the singles and duplexes the Government owns the land and the 
house. For each type the FHA has an established fair value which 
we are obligated to use as our basic value. 

Mr. Tromas. How does that base value compare with the original 
cost of the property ? 

Mr. Brown. That figure we do not have. 

Mr. Tuomas. You did not concern yourself with it? 

Mr. Brown. The appraisal of that property is by statute assigned 
to FHA. Wecannot tinker with the appraised price at all. 

Mr. Tuomas. Most of your activities are statutory; are they not? 
Discounts and everything else ? 

Mr. Brown. Yes. We are very much circumscribed by statute in 
our whole sales program. 


RATE OF DISPOSITION OF PROPERTIES 


Mr. Tomas. Which one of the properties sell the fastest, Richland 
or Oak Ridge? 

Mr. Brown. We are approximately a year behind in Richland. 

Mr. Tuomas. You were a year later in starting there. Which one 
is moving the best ? 

Mr. Brown. Oak Ridge. 

Mr. Trromas. How is Richland moving? 

Mr. Brown. Richland is moving slower. The rate of acceptance 
is about the same although slower. 

Let. me explain that this way: The people have a 93-day period 
after they receive their individual offer to come in and make applica- 
tion to nurchase—— 

' Mr. Tuomas. I believe you said that 97 percent of them were tak- 
ine their priorities; were they not? 

Mr. Brown. Yes. 

Mr. Tromas, There is nothing wrong with that, is there? They 
are in, and that is what counts. They are in the house, and they are 
not going to get out? 

Mr. Brown. That is right. 

T thought the committee might be interested in some of the pictures 
of housing there, as to the economic philosophy of what it means to 
an individual homeowner, as well as to a city, to acquire their prop- 
erty. I brought some of the pictures of the housing as they were and 
what some of the people have done with them. I think these pictures 
really represent an amazing transformation. 

Mr. Tuomas. I do not know that we can add anything to personal 
services. We have covered this pretty well as we went along. We 


= not want to give the Administrator a headache when he leaves 
ere. 
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OTHER OBJECTS OF EXPENSE 


At this point in the record we will insert page M-1. 
(The page referred to follows :) 


Detail of other objects 














Object classification Actual, 1957 | Estimate, Estimate, 
| 1958 1959 

02 ‘Travel_._.._... <5 Ahi wad ada ineaiead 4 $404, 711 $458, 300 $582, 000 
03 Transportation OO te cain nts ct emodlaiee 20, 764 23, 100 29, 000 
04 Communications services. -__..._..-....-.-.--.--.--------- 193, 328 238, 296, 000 
OS. Deen wees... 8 ok. es. 2 ho GREER 139, 305 224, 000 241, 000 
06 Printing and reproduction _____-- Saad A ie tan cial rit 115, 230 | 129, 500 147, 000 
07 Miscellaneous contractual services.__-..-...-..---.------- 192, 006 | 193, 000 208, 000 
Services performed by other Por aalandicitetidveintiatn mama the 37,7 21,000 20, 000 

08 Supplies and materials —____-___- ee ern eneeees $1, 461 99, 100 111, 500 
OP) Peeneee s 6i34< so. eds say - 2 es eck bt jes 2s. 55 256, 612 98, 600 184, 000 
11 Retirement contributions... _..-.._...-...-.-...--..--.---- ony aetteaes 463, 900 557, 600 
13 Refunds, awards, and indemmities_...............-_...--- . 12, 040 16, 100 24, 600 
OG “RR BURG DORR cin die > bree sonnet eriebonn tbe 14, 388 14, 100 19, 300 
Wotels Giieee SUNOS a 9 end . daca skeet s 1, 467, 545 1, 979, 000 2, 420, 000 
ee I iinnig an terse gece ns nnnthenaseniie = SE, SINE cd ain esinruhs cies oRadeesinene nee 
SI i eetnlicel 1, 887, 833 1, 979, 000 2, 420, 000 








TRAVEL 


Mr. Tuomas. I notice that under “Object 02, Travel,” you have 
$582,000 for 1959 as against $458,300 for last year. Ev erything has 
gone up. You have $1,979,000 for other objects last year against 
$2, 420,000 for this year. 1957 was only $1,467,545. 

‘At this point in the record we will insert page M-2, and the top 
of page M-3. 

(The pages referred to follow :) 


02 Travel 
NT Ok all a $404, 711 
INE TR i 9h onan nhac de obi oth ethionine orl adesh he abathiah enbaies dn $458, 300 
Mapeeeitee, Dees Sr ART OF Le a ao: $582, 000 


The average cost per day for travel is approximately $28, including transporta- 
tion, per diem, and miscellaneous expenses reimbursable to travelers. Daily 
average costs vary from $19, where travel is almost constant and is accomplished 
largely by automobile, to $45 in small offices where only occasional trips of short 
duration are made. Every effort is made to schedule travel so that several points 
can be covered in one trip, thus holding to a minimum single-purpose trips of 
short duration. 

Several major functions of the Agency are of such nature that they necessarily 
require extensive travel. Typical examples are the functions of field representa- 
tives and technical specialists in the urban renewal programs and the community 
facilities programs of public works planning advances, public facility loans, and 
eollege housing loans. Again, the assigned responsibilities of the Compliance 
Division and of the Audit Branch can only be effectively accomplished by sending 
personnel to the site of the case to be investigated or the records to be audited. 

The 1959 travel estimate reflects the minimum increase that will be required to 
efficiently process the increasing workload and maintain the necessary contacts 
with the greater number of communities and of public and private agencies in- 
volved. The table on the following page shows the actual amount of travel for 
each program during the fiscal year 1957, and estimates of requirements in con- 
nection with expanding activities during the current and budget years. 
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Budget summary by program—Travel 


Estimate, 1958 Estimate, 1959 
Program or activity 





Number Cost 
of days 


General Agency stipervision.-_................---_.- . 1, 575 $47 


> , 000 

Consolidated compliance... --.--..--.2-.--2.22.---<: 2, 100 53, 000 
Voluntary home mortgage credit.................... 1, 100 31, 000 
Public works planning advances__..._.............-- 850 24, 000 
Urban renewal, administrative __.................-.- 11, 100 312, 000 
Defense planning activities__.................-..-... 175 5, 000 
Subtotal, salaries and expenses 16, 900 472, 000 
College housing loans.__..__- 2, 300 65, 000 
Public facility loans........-. 7 20, 000 
Liquidating activities 475 13, 000 
Community disposition activities. __..............-- 425 12, 000 


Farm housing research 
Total, travel 





COMMUNICATION SERVICES 


Mr. Tuomas. I notice that under “Communication services,” your 
costs are tremendous. The larger items of cost provide local telephone 
service, do they not? That is not long distance ? 

Mr. Frantz. That is right. 

Mr. Trromas. You can do a lot of talking for $75,000. 

At this point in the record we will insert pages M—5 and M-6. 

(The pages referred to follow :) 


04 Communication services 


Actual 19572... -- sceatbay bela oo ese Scheie Sk S ghia ene ees. Se $193, 328 
Woetitna te 2006 se ie dhe Shes SELL TO Bi Lae 238, 300 
Ce nn ming thsi atin Lees ss Lome es 296, 000 


This object of expense includes all costs of telephone service, both local and 
long distance; telegraph services; penalty indicia and other postage. 

Telephone service, local.—The largest item of cost in this object is for pro- 
viding telephone service. The cost of providing local service, rental of switch- 
board, operators’ salaries, service overhead charges such as line mileage, local 
calls, switchboard space, electric power, recurring rental costs of branches, 
extensions, special features, wiring plans, and the nonrecurring cost of installa- 
tion or moving of instruments is estimated at $158,000. 

Telephone service—lona distance.—-Leng distance charges during the fiscal 
year 1957 were about $56,000. In 1959 it is expected that such service will 
cost $75,000. 

In addition to necessary advice and consultation between Washington and 
the field, increased long distance costs are unavoidable because of the increase 
in number and activity of projects located outside Washington and the regional 
centers. 

Western Union and teletype messages cost about $7,500 during the fiscal year 
1957. It is estimated that the expense of these types of communication during 
the budget year will total $10,000. 

Penalty indicia ig used on all regular mail. Reimbursement to the Post Office 
Department in an amount equivalent to the postage is required. Applying the 
rates for different types of mail established by the Department, the estimate 
for this item during the budget year is $20,000. 

Postage is required for airmail, certified mail, registered mail, special delivery 
and parcel post. Airmail is generally used to points west of the Mississippi River, 
and to Puerto Rico, Alaska, and Hawaii because of the length of time it takes 
regular mail to reach these points. Excluding the special mailings for the volun- 
tary home mortgage credit program, the estimate for the budget year is $20,000. 

The voluntary home mortgage credit program does not use the penalty indicia 


22311—58—pt. 2——-66 
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in conducting its business. All of the committee members are private citizens 
(except for the Administrator who is designated Chairman by statute) and 
virtually all of the correspondence is to private borrowers or lenders. Accord- 
ingly, this business has not been considered eligible to use the franking privilege, 
Postage for this purpose is expected to be about $12,000. 


05 Rent and utility services 


IR rc cc sg ch a rere a $139, 305 
IR SONIDO 4b eet cha arpigie cd gag, te mnie ono inched a ean 224, 000 
TUR RO ec ensneren ence enlliniteh Mgnt, Acie 241, 000 


The estimate for the budget year is composed of two items: first, it will be 
necessary for the Office of the Administrator to continue to bear the costs of the 
central office (Washington, D. C.) and Puerto Rico area office space currently 
occupied at the annual rate of $210,000. No provision is made in GSA estimates 
for this space. Second, it will be necessary to provide additional space in the 
central office at a net cost of $31,000 for the fiscal year to provide for the addi- 
tional employees which the budget program forecasts will be employed in 1959, 
The net increase in employment in Washington is 72 (including those paid from 
nonadministrative funds). Recent experience indicates that new space will cost 
about $5.25 per foot. Using this price, and allowing for an average 9 months’ 
occupancy during the year, space for these 72 additional employees will cost 
$31,000. 

No provision is made in the estimate for rental of space for regional office em- 
ployees. It is understood that the entire cost of space for these employees in the 
budget year has been included in the budget request of the General Services 


Administration. 
RENTS AND UTILITIES 


Mr. Tuomas. Rent, $5.25 a square foot. Is that not terrible? 

You want to increase this item from $224,000 to $241,090, and you 
say that the estimate consists of 2 items, One is for the Office of the 
Administrator to continue to bear the costs of the central office in 
Washington and the Puerto Rico area office space currently occupied, 
at the annual rate of $210,000. No provision is made in GSA esti- 
mates for this space. 

Why? Is it claimed that you are a corporation that has to pay its 
own rent bill here? 

Mr. Frantz. No, sir; they pay for the field space and we pay for 
the central office space. I am not exactly sure why that is, but that is 
how it works. 

Mr. Tromas. You mean necessary to provide sdditional space in the 
central office and that costs $31,000 to take care of these employees at 
$5.25 a square foot, which is too high? 

Mr. Frantz. I did a little retake on that, Mr. Chairman. 

Mr. Tromas. You ought to have taken these figures out of the 
budget before I saw them. 

Mr. Frantz. Here are the rates of buildings now available in our 
neighborhood. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. We will put in page M-7, “Printing and repro- 
duction.” 
(The page referred to follows:) 


06 Printing and reproduction 


ial ai k Rd eta a de a ae cal eee anette itncge en $115, 230 
RT Te betreed-ecie-nan<apeenerarte-shaeenenorermn=cenetmnrars 129, 500 
SD Sn elt~an hie ennbp-eernnsebierensnemrernn-anennhanrerr 147, 000 

















1041 


This category of expense includes the cost of printing services and those of 
duplicating performed on a contract basis. Since the Office of the Administrator 
maintains only very limited duplicating facilities, the expenses of contract dupli- 
cating are a fairly sizable item of cost. Most of the contract work is performed 
by the Federal Home Loan Bank Board under a reimbursement agreement. The 
table which follows shows the major items of cost: 


Actual, 1957 | Estimate, Estimate, 
1958 1959 





Reimbursement to Federal Home Loan Bank Board for 


rinting and reproduction services under contract..._..-.—. $40, 000 $45, 000 $53, 500 
Additional and substitutions for the printed manual series, of 

which there are 11 volumes (contract) _.-..2-....--..--.L. 26, 000 27, 500 29, 000 
Forms, letterheads, binding, decals, miscellaneous labels, 

overprinting, photostats, ozalids, and various reprints | -._. 20, 538 24, 500 29, 000 


Statistics, special reports, charts and other working materials 


on Agency programs. +. ....... 22.5022 AUR 9, 610 11, 000 12, 500 
Publications and other informational issuances concerning the 

programs.of the Agency ...- ..1.~- «v4 Hise d4se ze <2 -2 79} 9, 275 10, 000 11, 000 
Legislative reference materials, bills, laws, hearings, digests of 

proposed or recently enacted legislation pertinent to the 

Apency’s programs, tel). ... 22-8. Hi ea ose Le 5, 807 6, 500 7,000 
Annusl report of the Agency: .... <2... 2-544 -2-0n ne ene eee 4, 000 5, 0c0 5, 000 





Mr. Tuomas. What part of that are you paying the Federal 
Home Loan Bank Board by contract ¢ 


Mr. Frantz. We give them a contract with an upset price of $2,000 
or $2,500.a month. 

Mr. Tuomas. What do you mean by an upset price ? 

Mr. Frantz. We give them an assurance that we will give them 
that much business. 

Mr. Tuomas. They will upset you if you mess around with them 
long enough. 

How much money do you spend with the Home Loan Bank Board? 
About $30,000 a year of this $129,500? 

Mr, Frantz. £45,000 this year. 

Mr. Tuomas. $45,000 for doing nothing but mimeographing work? 

Mr. Franrtz,: There is very little mimeograph work. It is multi- 
lith and photo-offset work which requires equipment we do not have. 


OTHER CONTRACTUAL SERVICES 
Mr. Tuomas. Put in page M-8 at this point in the record, “Other 
contractual services.” 


(The page referred to follows :) 


07 Other contractual services 


Bette) LEG, sme certain actin terttaiaataamnaneanaeenae $229, 706 
TORT TO ak ee he acre ee nena 214, 000 
Detimate 20602 20105 2 a a el ee a a 228, 000 


Reimbursement to the General Services Administration will be required for 
men and trucks, for installation or moving of partitions, and for carpentry, elec- 
trical repairs, and painting. Additional space usually requires adjustment to 
needs of the particular function concerned and moves within existing space 
usually require changing of. partitions, electrical fixtures, et cetera. With the 
number of employees to be added during the budget year, new space and re- 
organization of present space assignments are indicated at the central and 
regional offices. Actual costs for this item during the fiscal year 1957 were ap- 
proximately $89,500. The estimate for the budget year is $78,400. 

Reimbursement to the General Services Administration for use of motor ve- 
hicles from its motor pools cost $12,192 during fiscal year 1957. This item is 
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currently running at an approximate annual rate of $16,000 and for the budget 
year the estimated need is $20,000. 

Miscellaneous services such as heat and elevator services; art work and 
preparation of exhibits; repair and overhaul of office equipment and machines; 
participation in cost of health-service units for employees; repairs, service and 
storage for motor vehicles; stenographic reporting services; news ticker serv- 
ices, newspaper clippings, newspaper advertising, surety bonds, and legislative 
reporting services. These items cost about $32,000 during the fiscal year 1957 
and the estimate for the budget year is $36,000. 

Reimbursement to FHA for use of their legal-library facilities and reimburse- 
ment to the Bureau of Labor Statistics for tabulation services cost $9,052 during 
fiscal year 1957. During the budget year, this item is estimated at $15,000. 

During the fiscal year 1957, Civil Service and FBI security investigations cost 
about $23,000. For the budget year, it is estimated that the cost of these 
investigations will be $28,000. 

The Government's share of the cost of employees’ insurance runs approxi- 
mately 0.325 percent per annum of personal services costs. In the budget year, 
this item will cost approximately $30,600. 

The Office of Education maintains a small staff to assist in the review of appli- 
cations for college-housing loans, as authorized by section 401 (c) of the Housing 
Act of 1950, as amended. The cost of this service was $37,700 for 1957. Curtail- 
ment in this activity has reduced this expense to an estimated $21,000 and $20,000, 
respectively, the current and budget years $20,000. 


Mr. Tuomas. This is in the amount of $228,000 for 1959. 


MOTOR VEHICLES 


Reimbursement to the General Services Administration for use of 
motor vehicles from its motor pools costs $12,192. How many auto- 
mobiles do you have ? 

Mr. Frantz. We have 15 now. 

Mr. Tuomas. Where are they located ? 

Mr. Frantz. They are all located in the field, Mr. Chairman. None 
of them is located at our regional centers except at Puerto Rico, and 
none where there is a General Services Administration motor pool. 

Mr. Tuomas. How much are you spending for automobiles in addi- 
tion to this? 

Mr. Frantz. Nothing. That figure of $78,400 is reimbursement for 
other GSA services. 

Mr. Tuomas. You are buying only one? 

Mr. Frantz. We are not buying any; no, sir. That is for Public 
Housing, I believe. 

Mr. Tuomas. Where is yours now ? 

Mr. Frantz. We are not proposing to purchase any automobiles. 

Mr. Tuomas. You have 15 on hand and you are not going to buy 
any more ’ 

Mr. Frantz. That is correct. 

Mr. Tuomas. Actual cost of this item is $89,500. The budget esti- 
mate for the coming year is $78,000. You have come down. 

You paid $78,000 to General Services Administration for their 
motor pool ¢ 

Mr. Franrz. No, sir; $20,000 for the motor pool. That is the next 
line. 


Mr. Tuomas. What is the item of $78,000 for? 


MOVING AND MAINTENANCE SERVICES PROVIDED BY GSA 


Mr. Frantz. That is moving costs, installation of partitions, 
trucks, labor, and so forth. 
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Mr. Tuomas. Where are you moving this year for $78,000 worth ? 

Mr. Frantz. That would cover moving costs—— 

Mr. Tuomas. You know if you get in that space at $5.25 you will 
be too poor. 

Mr. Frantz. There is a good deal to what you say, sir. The mov- 
ing costs we do pay in the field, although we do not pay the rent. 
Most of the $78,000 would be for 

Mr. THomas. How much did you spend for this last year? 

Mr. Frantz. That is what we spent. 

Mr. Tomas. All of it? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Where did you move last year ? 

Mr. Frantz. We did an awful lot of moving last year. We had to 
have additional space in every regional office, and in many cases that 
meant moving the whole office because there was no space available in 
the same building. We acquired two new buildings here in Washing- 


ton and we had to make many internal moves because our space is so 
broken up. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. At this point in the reeord we will insert page M-9. 
(The page referred to follows :) 


08 supplies and materials 


Actual 1957 
Estimate 1958 


Ratierntnad ORO 
Estimated aveou 


About $44 per employee per year is required for miscellaneous office supplies. 
At this rate, $80,400 will be required to supply the 1,825 employees included in the 
estimates. This number includes the nonadministrative staff who are provided 
with common office supplies from funds requested herein $80,400. 

Mimeograph and sulfite papers, ink, and chemicals for reproduction activities, 
specialized items for graphics and illustrative work including film and photo- 
graphic papers are estimated at $16,000. 

The Office of the Administrator utilizes certain services offered by Dun & 
Bradstreet which provide credit and financial data concerning local communities, 
firms, and individuals participating or seeking to participate in agency programs. 
Technical, economic, and statistical references and subscriptions to newspapers, 
magazines, and other publications as well as legal pamphlets such as pocket 
parts, codes, statutes, and the Dun & Bradstreet service cost about $10,000 in 
1957. The budget year estimate for this group of items is $12,500. 

Gasoline, oil, and other supplies for the operation of agency-owned motor 
vehicles cost about $2,200 in 1957. During the budget year it is estimated that 
these items will cost approximately $2,600. 


Mr. Tuomas (reading): 


About $44 per employee per year is required for miscellaneous office supplies. 
At this rate, $80,400 will be required to supply the 1,825 employees included in 
the estimates. This number includes the nonadministrative staff who are pro- 
vided with common office supplies from funds requested herein. 

What do you mean, “nonadministrative” ? 

Mr. Frantz. That is the additional employees that you put in the 
record this morning, Mr. Chairman, They are employed from fees 
collected by 

Mr. Tromas. I thought that was what you were going to say. Do 


you not expect that administrative expense from some of these other 
agencies? 
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Mr. Frantz. No, sir; the charges borne by those fees are limited 
essentially to the direct costs of personal services and travel. 

Mr. Tuomas. What would this figure be for it to reflect accurately 
your costs for other supplies and materials? Not $11,500,would it? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. You say it does include that? 

Mr, Frantz. Yes, it does. 


EQUIPMENT 


Mr. Tuomas. You have to have some new equipment in the amount 
of $184,000 against $98,600 last year. 

At this point in the record we will insert page M-10, 

(The page referred to follows :) 


09 Equipment 
$256, 612 


Furniture and equipment for new employees 


Additional employees during the budget year will total 350 including the non- 
administrative employees. Furniture setups, if purchased new, average about 
$425 but the current estimate of $126,000 is based on an average cost per em- 
ployee of $360. It is believed that as much as 15 percent of the equipment 
needs may be available from surplus of other agencies, thus reducing the aver- 
age cost from that of new furniture $126,000. 


Machine replacement 
A program of machine replacement was started during the fiscal year 1957. 
However, there still remain a number of machines, as shown in the table below, 


that are 9 or more years old. Replacement of at least half of them is considered 
economically desirable: 


Recommended for replacement 


Number of machines 9 or more years old 


| | 
Number Unit cost | Replacement 


WEEDS 2 kbc cs ce tksctaca—— 2. ee tebeeenaene id f $6, 750 
40 calculators i 12, 000 
7, 500 
26, 250 


In addition, replacement of transcribing and dictating machines and 1 multi- 
lith machine, with allowance for trade-ins, plus the purchase of bookkeeping 
and accounting machines, is estimated to cost $14,000. These items indicate a 
total estimate for the budget year of approximately $40,000. 

Furniture replacement and books 


Replacement of miscellaneous office furniture and equipment, some of which 
was originally acquired by the Government under the Federal Works Agency, is 
estimated to cost $10,000. 


Books to provide technical and legal references and to maintain the currency 
of present libraries will require an estimated $8,000. 

Mr. Txromas. Additional employees during the budget year will 
total 350, including the nonadministrative employees. There is an 
estimate of $126,000 based on an average cost per employee of $360. 
You say— 


It is believed that 15 percent of the equipment needs may be available from 
surplus of other agencies. 
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You then break it down by typewriters, calculators, and adding ma- 
chines. What is your replacement program? Do you have one for 
your equipment ? 


Mr. Frantz. Yes, sir. That is in the second column there. The 
first column shows the number of machines and the second column 
shows the replacement. It covers 50 percent of the equipment that 
is 9 years old or older. . 


r. Tuomas. You start rotating it at 9 years? 
Mr. Franrz. Yes, sir. 


Mr. Tuomas. At this point in the record we will insert page O-1. 


REIMBURSEMENTS AND WORKING FUNDS 


The foregoing sections of this justification have presented and discussed the 
primary appropriations and authorizations for the activities of the Office of 
the Administrator, including the operating programs of the Community Facilities 
Administration and the Urban Renewal Administration. In addition to these 
activities, the Administrator performs certain functions which are financed 
through reimbursements and working funds. These are: 


SCHOOL CONSTRUCTION 


Project inspection and audit: 
1. Slum clearance and urban renewal 
2. College housing loans 
. Public facility loans 
. School construction 
. Defense community facilities 
In the pages that follow, each of these activities is briefly discussed together 
with workload projections and expense requirements. The employment and 
expense tables at the end of this section are arranged so that total employment 
and staff expenses of the Office of the Administrator can be compared for the 
3 fiscal years covered by the budget. 


Mr. Tuomas. You have 454 employees out of your revolving fund 
who are nct otherwise accounted for. The big tables include the 
following: Slum clearance and urban renewal, college housing loans, 
public facility loans, school construction, and defense community 
facilities. 

Is that right? 

Mr. Frantz. That is correct, sir. 


Scuoot CoNnsTRUCTION 


Mr. Tromas. At this point in the record we will insert page O-2. 
(The page referred to follows :) 


Scuoot CONSTRUCTION 


Certain phases of the program of Federal financial assistance for school con- 
struction—authorized by Public Law 81-815 and several extending and amend- 
ing statutes—are carried out by CFA under the terms of a working agreement 
with the Office of Education. In brief, the functions delegated to the Adminis- 
trator include engineering, legal, and financial analysis of applications submitted 
by the local school districts, and engineering supervision and contract adminis- 
tration in connection with the planning, design and construction of the projects. 

Budget program.—Since the fiscal year 1951, more than $750 million has been 
appropriated to provide for the construction of some 3,567 schools throughout 
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the Nation, The following summary shows actual and estimated workload and 
expenses : 


Cumulative, | Estimate, Estimate, 
Nov. 30, 1957 1958 1959 








Construction months for inspection_-----.-_--....-.------+---}-.-----.----- 5, 520 7, 470 
Be IN . k a ek — ads CASES oo cha cnns nes onsbeee 3, 394 445 70 
RE IE asi nn na tg mong necemp oer aie icing ile taapest 3, 311 536 168 
Oonstruction sterts..............3-2:1897 VAG eile 3, 000 499 481 
ns wines aera Gn oben etetne setae oleeal 2, 514 398 408 
June 30 employment-.__..._-.--- guiadin setae edie titaeedon etnias ines aA 115 114 


TG WORN ss ii < 5 BN 5 wat Snes - Lda oN 55s Ute bey $892, 547 $850, 000 


Mr. Tuomas. Where do you get this June 30 employment figure 
of 115 for this year and 114 for 1958 ¢ 

Mr. Frantz. That is schools construction. 

Mr. Tuomas. That is nothing but the school construction program 
alone? 

Mr. Frantz. That is correct. 


PROJECT INSPECTION AND AUDIT 


Mr. Tuomas. All of these different sections are in the record but 
at this point we will insert page O-3. 
(The page referred to follows :) 


ProJeEcT INSPECTION AND AUDIT 


The “Salaries and expenses” appropriation language for the Office of the 
Administrator provides that necessary expenses of conducting site supervision 
and inspection and fiscal audit of certain types of projects assisted by loans 
or grants shall be considered as nonadministrative expenses. The language 
covers the following activities : 

(a) Slum clearance and urban renewal projects being planned or undertaken 
by local public ageneies pursuant to title I of the Housing Act of 1949, as 
amended ; 

(b) Projects financed through college housing loans pursuant to title IV of 
the Housing Act of 1950, as amended ; 

(c) Projects and facilities financed by loans to public agencies pursuant to 
title II of the housing amendments of 1955. 

Funds to cover the required inspection and audit functions are provided 
by the agencies and institutions in the form of fixed fees which in the aggregate 
are estimated to cover the cost of rendering such services. The amounts reim- 
bursed by the recipients of the financial assistance are earmarked for the 
performance of the inspection and audit functions so that the Government’s 
financial interest is properly and adequately protected. 

Project inspection and audit funds so collected are not used for any other 
purpose. Furthermore, such funds may be obligated only to the actual extent 
of inspection and audit services performed and within the amount of the annual 
limitation on such nonadministrative expenses appearing in the “Salaries and 
expenses” language text in the annual appropriation act. The following table 
compares the use of this limitation for the 3 years covered by the budget: 


Actual, Estimate, Estimate, 
1957 1958 1959 
Urban renewal .-___. mom iain auns ae ec ate eeaeier ee $590, 581 $1, 100, 000 $1, 600, 000 
College housing loans___- Lusi geeks tues SL OIL 303, 160 575, 000 775, 000 
Public facility loans. _ _- a Gikecdhidbiostindeh cin aaaee 1, 749 75, 000 125, 000 
Unobligated balance - : ; ie ckaanbhntaatetteenanine 204, 510 deeria-wiecaih steps eae 





Total limitation. 2... 222222 e22.e...---} 1,100,000 | 1,750,000 | 2, 500, 000 
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NONADMINISTRATIVE EXPENSE LIMITATION 


Mr. Tuomas. Yousay: 


The following table compares the use of this limitation for 


covered by the budget: 


This is dollarwise, is it not ? 
Mr. Frantz. That is correct. 
Mr. Tuomas. For the 3 years? 


Mr. Frantz. Yes. 
Mr. THoMas. 


more or less pretty complete in each one of the programs. 
Do not the big tables in the back here answer the whole question ? 


Mr. Frantz. Yes, sir, 


O-8 and O-9 do. 


the 3 years 


. 


This is a breakdown of the items and we have that 


Mr. Tuomas. At this point in the record we will insert pages O-8 


and O-9. 


(The pages referred to follow :) 


Budget summary by program— Reimbursements and working funds 


Program or activity 


Net budget 
Reimbursements and working | 
funds: 
School construction. 
Miscellaneous reimbursements. 


Project inspection and audit: 
Urban renewal... 
College housing loans. - 
Public facility loans_____- 

Subtotal, limitation 
School construction ......- 
Defense community facilities. 


Subtotal, project iepestion 
and audit__ Ly 


Subtotal, reimbursements 
and working funds_. 


Total obligations 
Adjustment, for retirement 


Adjusted total 


| Actual, 1957 


Estimate, 1958 





Estimate, 1959 









































\June 30 Total June 30 Total June 30 Total 
lemploy-| obligations ploy:| obligations jemploy-| obligations 
ment ment ment 
1,155 | $8,195,712} 1,270] $10,032, 000 1,496 | $11,848, 000 
115 785, 753 | 115 892, 547 | 114 850, 000 
: 6.480 |... | so he : 
r ae ey 
gs | 590, 581 128 1, 100, 000 209 1, 600, 000 
54 303, 160 67 575,000| 104 775, 000 
1 1, 749 9 75,000; 16 125, 000 
143 995,490 | 204} 1,750,000} 329| — 2, 500, 000 
ll 84, 434 rf 60, 000 ui | 97, 000 
2| ai... 7,000 |... sz 
cnn epee | | ees ee sels 
156 994, 672 5 1, 817, 000 340 2, 597, 000 
én inate] Be 2, 709, 547 | ‘a 3, 447, 000 
Le cheaenleneeenninnctadnesaiinanion SEC eee 
1,426 | 9,982,617 | 1,600| 12,741,547 | 1, 950 15, 295, 000 
----+} 520,883. }_......-|.- --|-z-rretrferneann==t 
ba | 10, 503, 000 |-.-..... 12, 741, BA7 | Joocenne 15, 295, 000 


ee 


a 
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Obligations by objects— Reimbursements and working funds 


Object classification Actual, 1957 | Estimate, Estimate, 
1958 1959 


TN i. nino wigs oeiotean intiade tandin seminal $1, 483, 126 $2, 142, 000 
= ————S SS _ lee 
Other objects of expense: 
ee eae 199, 620 336, 200 
Transportation of things 2, 673 1, 900 
Communication services..............:.-.---.-.-----. 29, 200 
05 Rents and utilities 5, 487 Ye 
Printing and reproduction 
Miscellaneous contractual services. .__..._-_-.---.---- 
Services performed by other agencies__._._.-_. -.-- - 
Sunniies and Wiawees..._....................... 
MrOnsUOMNO S300. thie lee OAS i ih eee ae. 
Retirement contributions___- 
Refunds, awards and indemnities_____._....-.:...-.-- 
Taxes and assessments 


Subtotal, other objects of expense 





Total, reimbursements and working funds. -_-----.-- 
Adjustment for retirement 


" Adjusted total 





TOTAL EMPLOYMENT 


Mr. Tuomas. That gives us a total of 454 employees for this year 
against 330 for last year and that gives you a total employment of 
1,950 for 1959, which is an increase of 350 over last year. It then 
breaks that down. That is a beautiful table and I guess that about 
does it. 

MEMBERSHIP ON NAHRO GOVERNING BOARD 


Mr. Vursetx. I have a $64 question and I would like to get the 
opinion of the Administrator on the propriety of this. I assume that 
there is very pun reason for this, why the action was taken, and I 
was concerned when I noted in the House and Home Magazine for 
December 1957 and the Professional Housing Journal for 1957, that 
Mr. Slusser and Mr. Steiner are serving on the official governing 
board of NAHRO. The same magazine sets forth the broad pro- 

ams of Federal legislation in which that professional housing group 
is interested in the current session of Congress. 

I am wondering what would be the views of the Administrator as 
to the necessity or the propriety of the two members of the board, 
or any members of the Administration, being members of this board 
which is constantly interested in increasing public housing and housing 
generally throughout the Nation. 

I wonder if you would like to comment on that? 

Mr. Corz. Yes, I would. 

Both of these men went on the board with my knowledge and con- 
sent. They went on it, however, tentatively. They went on because 
representations were made to Commissioner Slusser and Commis- 
sioner Steiner and to me by NAHRO that Housing Agency officials 
should be a part of this organization and that the organization was 
and would continue to be a professional organization of people inter- 
ested in similar programs with similar objectives and similar ideas. 

I had conversations with the representatives of NAHRO and ex- 
plained te them the position which I, as Administrator, took with 
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respect to it. I said that I did not feel that the Administrator, nor 
any of the Commissioners, nor any people in policymaking positions, 
should join an organization unless it was a professional organization, 
and unless it had certain ethical procedures which we, as Government 
officials, could approve. 

I raised the question about whether or not this was that kind of an 
organization. I informed them that I did not think we could approve, 
nor would the Commissioners approve joining an organization if it 
would come to Congress and shall, I say, lobby or make statements 
cae atone of Congress with respect to programs, policies, and 
so forth. 

We are’presently in the process, Mr. Vursell, of examinin 
NAHRO’s position with respect to this question that I have raised. 

I will say this to you—I do not believe that they have yet met the 
qualifications which we laid down. May I withhold a final answer 
until I have had another answer from NAHRO on this problem ? 

Mr. Vursett. You may withhold anything you want, because I 
think that you know that we have great confidence in your integrity 
and your judgment. 

Mr. Coxe. You are very kind. I am only withholding it because I 
want them to have an opportunity of talking with us once more before 
we make our decisions. 

There is no difference of opinion between Mr. Steiner, Mr. Slusser, 
and myself. We do not think we should belong to an organization 
which represents to Congress certain policy positions. 


WORKABLE PROGRAMS 


























Mr. Vurseut. I think that about concludes my questioning, except 
there is one thing there that I am not quite clear on. I refer to this 
workable plan thing. Suppose you start with a workable plan and 
you find that they are not complying with what they set up to do, and 
you get going with one of these programs, which is committing the 
Government to 40-year payments. Just what drastic action can you 
take, or do you take, in a position of that kind? Do you stop the 

work or do you stop the Coversinait’ participation, or give them 
some warning? Just what do you do? 

Mr. Core. Mr. Vursell, I think the answer is that we give them a 
warning. I think that is the answer as of now. You have put your 
finger on a very important point. Should the Government say to the 
community, “We will not permit you to proceed with any further 
Government programs, or at least those that call for Government sub- 
sidv or Government liberal programs in urban renewal and housing”? 

Should we say to the community, “You have not complied with those 
standards which have been set up and which you informed the Govern- 
ment you would carry out. Therefore, we refuse to permit you to go 
ahead”? 

We have not done that yet. We have discussed this matter rather 
frankly with the Senate and the House Banking Committees. We 
think that the legislative history and the legislation itself does not 
quite justify our taking—T will use the word “arbitrary”—arbitrary 
attitudes with respect to the workable program. What we think we 
are doing with respect to the workable program is to encourage the 
cities to look at. their problems, to stimulate them to do something 
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about them, and then if they do not do anything, to point out that they 
are not and maybe they will lose their standing with respect to these 
new programs. This isas far as we have gone. 

In our own Agency, we have some difference of opinion as to, how 
far we should go, and in Congress there is some difference. of opinion, 
Frankly, as Administrator, I do not believe that the Federal Govern- 
ment should direct, should coerce, should force a community to under- 
take a program which the community itself does not move to under- 
_ take. Therefore, I am individually and officially reluctant. to impose 

the judgment of the Agency on a community, on the one side, and 
on the other side, we want to encourage, stimulate the community to 
do the job locally which they can do to prevent the continuation and 
growth of slums and blight. We do not think that the Federal Gov- 
ernment can ever do this job by itself. 

We think that the communities themselves have a tremendous re- 
sponsibility and should undertake that responsibility. Frankly, it 
is a dilemma with us. 

Mr. Vurseuv. I think your answer is splendid and I hesitated to 
bring this question up. 

Mr. Cotx. It isa perfectly proper question. 

Mr. Vourserxz. I think it is of extreme importance because you are 
dealing on a gigantic scale financially over the years ahead and there 
is a tendency, unfortunately, in this United States of America, and 
in too many walks of life, to take advantage of every law that the 
Congress passes and to push them further than was the intent of 
Congress in trying to lend them a helping hand. 

This organization has such vast responsibilities that I felt that I 
ought to bring that to vour attention as forcefully as I could. That 
is the reason I persisted in this line of questioning. 

Mr. Cote. It is a very proper and important line of questioning. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Cotz. Mr. Chairman, may I have 2 minutes? 

A situation has arisen with respect to the VA program which is not 
disclosed by the justifications, by reason of the fact that it came up 
after the justifications were prepared. 

In your earlier examination of us, we did not disclose it and, if 
I may, I would like to have Mr. Graves take about 2 minutes to put 
this in the record. 

Mr. Graves. Mr. Chairman, the VHMCP program is a unique pro- 
gram. These loans are made by private industry. We have only 
scratched the surface so far and I think it is recognized there still is an 
unsatisfied backlog of demand for housing in small communities and 
for minority groups. Without VHMCP the natural tendency is for 
lenders to make the loans in metropolitan areas where it is cheaper 
and easier to make the loans. 

We had based our estimates on the assumption that the VA program 
would expire this coming June. There is a possibility the direct lend- 
ing program of the VA will be extended. 

Mr. Tuomas, Assuming that it is,then what? You want tocut your 
estimate about half in two? 

Mr. Graves. Our volume will pick up. 
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Mr. Tuomas. I read your justifications and the assumption is that 
you will get some VA business or else you would not need anything 
like your present organization. That assumption was written all 
through your justifications; was it not? 

Mr. Graves. Our estimate was based on the fact we would concen- 
trate our activities in the FHA field and that a large portion of veter- 
ans would be utilizing FHA financing. 

Mr. Corr. What we are saying is that since the justifications were 
prepared, there is some basis for an assumption that the VA program 
will be picked up. It it is picked up, we think our estimate of the VA 
business is low. 

Mr. Tuomas. Thank you very much, gentlemen. 


Wepnespay, Fresruary 26, 1958. 
FEDERAL HOUSING ADMINISTRATION 
WITNESSES 


NORMAN P. MASON, COMMISSIONER 

HORACE B. BAZAN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION 

LESTER H. THOMPSON, COMPTROLLER 

ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

CARLOS W. STARR, DIRECTOR, BUDGET DIVISION 

JOE B. MONTGOMERY, DEPUTY DIRECTOR, BUDGET DIVISION 

NATHANIEL J. EISEMAN, BUDGET ANALYST, OFFICE OF THE 
ADMINISTRATOR, HHFA 


Program and financing—Ad ministrative 


| 1957 actual | 1958 enttatiage| 1959 estimate 
| 


| 
Program by activities 
1. Home mx a nization and re pair insurance program | 
(title I, sec. 2) | $807, 101 $878, 345 $896, 010 
. Basic 1- d family mortgage insurance progré am (title I | i 
sec, 8; title IT, sees, 203 and 222) __ -| 3, 881, 521 4, 479, 355 | 4, 570, 855 
3. Basie multifamily mortgage insurance program “(title | | 
Il, secs. 207 and 213)--. | 576, 692 600, 595 | 608, 975 
4. Urban renew al, rehabilit: ation and relocation mortg: age | 
ins ure nee progr am (title I1, secs. 220 amd 221)_.....___} 219, 066 | 250, 660 | 254, 135 
Armed services mortgage insurance program (title | 
VIID 255, 840 | 259, 475 
6. Emergen cy and © weber special incentive programs (titles | | 
VI, VU, and rX ; 90, 48 795, 205 | 810, 550 
Total obligations | mS 5 ; 674 260, 000 7, 400, 000 
Financing: Unobligated balance no longer available Hees. 


Limitation_.._ _- 3 . oi keh | 7, 260, 000 | | 7, 400, 000 
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Object classification— Administrative 





1957 actual | 1958 estimate | 1959 estimate 














Total number of permanent positions__.........-.----.-.-- ms 904 1, 002 
Putian oust verentot ott otter poeopa hh 43 btibesseagd.) tee wa Ws 40h 55s... 
ave e number of all employees. -.-.-....-...---..-..-..-... 951 965 
r of employees at end of year_ C Gli 2. Sa SU 975 980 
Average GS grade and salary. -__-_.-_--.--.-..-222.-_---------| 7.2 $6,730 7°7.2 $5, 756 7.2 ‘$5, 796 
01 Personal services: 
Permanent positions...............-....... ALG SEK: - $5, - 742 $5, 437, 150 $5, 532, 410 
Positions other than permanent-__...---..-.---.----.- I MD clientes chiar Hi an ee ho Be 
Other personal services. _-_.._.___--...----. 2-2-2. +. 83, 787 75, 500 51, 500 
Total personal services -- sein sitar te oitaha Sele 5, 230, 095 5, 512, 650 5, 583, 910 
OD Trveliiii2. 2G SOARS aloe ae 321, 474 425, 000 445, 000 
03 Transportation of things. ep ee ni haass 6:0 iti ainctaliiarstntiadh 7,012 7, 550 7, 665 
04 Communications services IBS ean wnkeande eat <ten 65, 443 70, 000 | 70, 000 
05 Rents and utility services. ...........-...-- eat=s22-- 569, 912 612, 000 643, 500 
06 Printing and reproduction. cays eeasinsaminen . 66, 675 53, 000 | 53, 925 
07 Other contractual services. ................--...-------.- 202, 631 205, 150 205, 500 
08 Supplies and materials. ; ee “a 47, 860 50, 000 50, 775 
11 Grants, subsidies, and contributions.__......----.-.----. - S34 | 320, 000 335, 000 
13 Refunds, awards, and indemnities_ ie a 3, 195 er Bes ioe 
15 ‘Taxes and assessments... 2-22-71 4) 4,377 | 4, 650 | 4, 725 
Total obligations..____._.._.- aie ial allan 6, 518, 674 | 7, 260, 000 | 7, 400, 000 





Program and financing—Nonadministrative 


} 
} 
| 





| 1957 actual | ipsa estimate | 1959 estimate 


j 





| 
Program by activities: 
1. Home modernization and repair insurance program | 


SEE MARC Bese nek on ub ran dabaannnepshikipekiguass aha $3, 334,365 | $3, 364, 000 $3, 395, 600 
2. Basie 1-4 family mortgage insurance program (title I, 

sec. 8; title II, secs. 203 and 222) - - 2.2.2 tsss--- 22.4 26, 852, 256 27, 068, 400 26, 679, 600 
3. Basic multifamily mortgage insurance program (title | | 

Bk, MU SE, BENE BEB dha bes Shortland do edu Chino chowe a 1,779, 149 8, 000, 700 | 3, 503, 600 
4. Urban renewal, rehabilitation and relocation mortgage | | 

insurance program (title II, secs, 220 and 229) -.-..---..| 341, 449 1, 616, 400 | 2, 401, 600 
5. Armed services mortgage insurance program (title | ' 

Wa So. kinda h el os bd oe dee de Ueda | 786, 060 | 904,200 | 1, 100, 600 


6. Emergency and other special incentive programs 








(tigles VI, Vil, andEXR). occa eats. 2 } 1, 788, 514 1, 956, 300 1, 919, 000 
A Rte RR A TRF Tf r "34, 881,793 | 38,000,000 | 39, 000, 000 
Financing: Unobligated balance no longer available__.......... ef 3 Rees 
a tstte ce chan cdecoemdewaisccuupaasareon | 36, 700, 000 | | “38, 000, 000 39, 000, 000 
| 





OBJECT CLASSIFICATION—NONADMINISTRA‘’ rv E 


1957 actual | 1958 estimate | 1959 estimate 











Total number of permanent positions--_-............-..--.....- 5, 523 5, 640 
Full-time equivalent of all other ee sie 13 | 13 
Average number of all employees- is) 5, 140 | 5, 547 
Number of employees at end of y At... .c:aalileumhend 5, 525 5, 640 
Average GS grade and salary -.--- ending etectintian lp ot 7.4 $5, 430 74 3 $5, 454 





01 Personal services: 
Permanent positions.-_--..-. sbveesockscbdch<-s ak) Be, Ca eee $28, 426, 500 


Positions other than permanent_....__________.___-_- 63, 298 68, 400 68, 400 
Other personal services _- ae ad 227, 354 1, 422, 000 218, 700 
Total personal services..............--....-.---- | 29,027,264 | 29,916, 900 30, 645, 200 
02 Travel___. Fh milla anes ieee Set Ciba | 2,382,402 | 2,611,100 2, 792, 600 
03 Transportation of things..........._______-...----_.-__-_- | 67, 265 65, 200 | 70, 600 
@4 Communication services_.........--.....----.-.-... | 600, 459 628 ‘500 635, 300 
GS Rents and utility services..........-. 2.52222... ..-.. 1, 510, 971 1, 609, 300 | 1, 669, 300 
06 Printing and reproduction. -_-_.._.__.-- cue oud caches! 281, 693 | 526, 400 | 269, 000 
07 Other contractual services nea sates walls sae On 547, 436 | 525, 100 | 542, 200 
08 Supplies and materials......................-.-... od.] 238, 836 | 242, 300 | 251, 200 
oY Equipment 204, 000 | 149, 700 210, 300 
ll Grants, subsidies, and contributions..-._.._..-_- ea ey eee ms 1, 712, 300 | 1, 900, 000 
13 Refunds, awards, and indemmnities_...................----]} fA | P 
15 Taxes and assessments. intl ep lh imate laaial 13, 582 | 13, 200 | 14, 300 


ER ss. nn cccnccecndsneshidwbonusanoedwoenta 34, 881, 793 38, 000, 000 | 39, 000, 000 
| 
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Mr. Tuomas. Will the committee please come to order, 
We have with us this afternoon our very fine friends from a great 
organization, the Federal Housing Administration. 

@ have Mr. Norman P. Mason, Commissioner; Mr. Horace B. 
Bazan, Assistant. Commissioner for Administration; Mr. Lester H. 
Thompson, Comptroller; Mr. Allan F. Thornton, Director of the Re- 
search and Statistics Division; Mr. Carlos W. Starr, Director of the 
Budget Division; and Mr. Joe B. Montgomery, Deputy Director of 
the Budget Division. 

Mr. Commissioner, it is nice to have you and your staff with us. 
If you have a statement for us we are anxious to listen to you. 


GENERAL STATEMENT 


Mr. Mason. Mr. Chairman and members of the committee, I am 
et to be with you again, this time to discuss our budget estimates 
or the 1959 fiscal year. Economic factors—housing-market trends 
in particular—have been so uncertain as to make our job of budget 
estimating very difficult. I take comfort, however, in the fact that 
you gentlemen are well informed in these matters, so that you appre- 
ciate our problems and realize their significance. 

We are charged in the National Housing Act with maintaining 
stability in the mortgage market and meeting the housing needs of our 
population. It is especially important that we be staffed to process 
applications promptly so that builders will want to use the single 
payment FHA mortgage instead of the conventional mortgage, often 
with the necessity of junior financing. 

The matter of how large our staff must be is further complicated 
by the fact that the VA program has been relatively inactive and 
many more of the builders will be using the FHA plan. 

Accordingly, we have examined and reexamined our programs to 
be sure that they are geared to present and impending needs. We 
have reviewed our estimates of home-building activity and our parti- 
cipation in it. We have carefully restudied our estimates of the man- 
power and other resources required to operate at maximum efficiency 
during the coming months and on through the next fiscal year. All of 
our careful review and consideration, in the light of current develop- 
ments, indicate that our estimates of work volume, income and expense, 
as presented to you for fiscal 1959, are decidedly conservative. 

It is unfortunate that we have entered the present period inade- 
quately staffed and with backlogs in many of our offices. We know 
beyond doubt that delays in the processing of applications for 
mortgage-insurance commitments even now are retarding the program 
of some builders in spite of a ready market which they foresee and 
with real promise of adequate financing being available for the first 
time in many months. Some builders are being held back awaiting 
commitments. Quite a few others, unwilling to wait longer, are going 
ahead on the basis of uninsured financing, often with the probability 
they will offer their housing to the public with second mortgages or 
other economically hazardous lending practices. 

On page 7 of the fiscal 1959 justification that we have provided your 
committee, we showed the month-by-month trend of our principal 
workload, home mortgage insurance unit applications, July through 


a tC: 20. OF 
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November. At the time of the hearings on our supplemental budget 
request for fiscal 1958, I was able to extend that information through 
December. Since then the January figures have become available; 
and, as you know, the trend is even more sharply upward. 

, an December and January figures added, the picture now is as 
ollows: 


Home mortgage unit applications 


} 


Fiscal year | Fiscal year Percent 














1957 1958 increase 1958 
over 1957 
Sulierel..... ; : clewlines eel 1 38, 941 1 46, 226 118.7 
August __--__- §$4ADLATASL bet 1 39, 123 1 50, 834 129.9 
September-_--_- : : SWS Sa aa EIR wetien | 1 30, 839 | 1 50, 534 1 63.9 
October._--.---. So2s% aad ape kio sé 1 30, 426 1 49, 200 | 161.7 
Nene 6.151658 sii6 2-961). Lo. waadianens | 1 22, 630 | 1 35, 621 | 157.4 
December. - -- --- anna nbinnnne nnn nn rena nt ean arena oea- nt e| 1 18, 017 1 31, 588 | 175.3 
January. ___-___-- feel. i fai i} 124, 832 | 1 42, 235 170.1 
ON Se 126,665 | 2:39, 862 | 2 49.5 
March-_- Na : os eile f 1 34,615 | 251, 700 | 2 49.5 
DOMEMING, his Ai Los 9) 260s -23 5-655. 44 R- 1 38, 670 | 2 57,800 | 2 49.5 
eee iet itn wrt tdananer sBortiestineen nna snce—ee. 1 42, 445 | 2 63, 500 2 49. 5 
June 1 41, 580 | 2 62, 200 | 249.5 
Fiscal year totals_- " es 1 388, 783 2 581, 300 | 249.5 
Fiscal year 1958 revised estimate -_...-.-..--.-224.-:-.---) fos i neces. cee] 558,000 | -...-.-.+-..., 
Fiscal year 1959 estimate-____. . D BIG, PO aw owe ecgueeetd 
1 Actual. 
2 Estimated. 


Nore,—January adjusted rate 603,000 units, 


Thus the actual experience during the first 7 months of this fiscal 
year is 49.5 percent above that of the same 7 months of last year, with 
the sharper percentage increases occurring from September onward, 
January unit applications (42,235) were 70.1 percent above the same 
month a year ago and represent a seasonally adjusted annual rate of 
603,000, compared with the revised 1958 estimate of 553,000 and the 
1959 estimate of 570,000. However, projecting at the more conserva- 
tive rate of the 49.5 percent increase for the entire 7-month period, it 
is seen that the indicated total for the current fiscal year (581,300) is 
still sharply above the revised estimate upon which the supplemental 
request was based (553,000) and even above the 1959 estimate 
(570,000). Thus, as I have said, it now appears very possible that our 
1959 estimate is a conservative one. 

As stated in our justification, which, of course, was prepared many 

weeks ago, we assumed a— 
“high level of employment, production, consumption, savings, and spending, with 
some shifting of investment capital away from * * * plant and equipment ex- 
pansion back into residential construction * * *” and that “proposed increases 
in defense spending will have a stimulating effect upon the economy.” 

As we all know, the demand for industrial loans since our estimate 
was submitted has followed a downward trend: and, mortgage money 
has shown every indication of becoming even more readily and rapidly 
available than we expected. Therefore, with population and house- 
hold-formaton trends being what they are and with the recent period 
of restricted home-building activity to be made up, we must conclude 
at this time that our 1959 estimates are conservative. Accordingly, 
with the general economic picture as it is and with the persistent up- 
trend in our workload, it is my feeling that our request for fiseal year 
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1959 warrants your approval. This amounts to $7,400,000 adminis- 
trative and $39 million nonadministrative, for a total of $46,400,000 
and increase of $1,140,000 over cur latest estimate for the current fiscal 


ear. 
r We know that you realize that the great number of FHA employees 
are engaged in actual production work, actively processing cases and in 
the supervision of their work. We think this is an important factor 
in your consideration. 

ou may have observed that we have presented our justification in 
greater detail than in former years. We have attempted to supple- 
ment and organize it to better present several types of information 
in which your committee has expressed interest. We shall, of course, 
be glad to answer now any questions that we can or to supply anv 
further information that you may wish. 


RATE OF APPLICATIONS IN JANUARY 


Mr. Tomas. We had the pleasure of discussing the general eco- 
nomic problems in the field of housing with you a week or 10 days ago. 
Do you have anything to add to that statement? Have there been any 
significant changes between what you said then and the situation now ? 
Mr. Mason. I do not recall if I disclosed the January figures to you 
then. 

Mr. Tromas. I doubt that you did. 

Mr. Mason. Our January figures for new housing were 70 percent 
above those in January a year ago. 

Mr. Tuomas. That is, your applications were 70 percent above those 
a year ago? 

Mr. Mason. That is right. 

Mr. Tuomas. If you do not find the money, if you had 80 or 90 per- 
cent more applications it would not mean anything. . 

Mr. Mason. A year ago it would not have been significant, but. this 
year mortgage money is available. 


DISCOUNT RATES 


Mr. Tuomas. What are your discounts, what is the rate of interest, 
and what are your carrying costs? 

Mr. Mason. The rate of discount varies from one-half of 1 percent 
in some of the New England States, all except Connecticut, up to 3 
percent on the west coast. 

T had a call the other day from a large builder in North Carolina 
who told me that in his town—Raleigh, N. C., and the man’s name is 
Ervin—he was able to get loans at par or not more than one point dis- 
count. Two-point discount is permitted in his State. 

Mr. Yates. What type of housing? 

Mr. Mason. $15,000 to $18,000 single-faraily housing. 

Mr. Yates. Not multifamily housing? 

Mr. Mason. No. There is still multifamily housing money avail- 
able, however. ; 7 

Mr. Yates. There is? 

Mr. Mason. Yes. 


22311—58—pt. 2——_67 


Sp A AE Pe a 
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Mr. Yarers. I still have the constituent who wants to put up a $4.5 
million apartment building in Chicago and he cannot get the money, 

Mr, Jonas. Off the record. 

(Discussion off the record.) 


FHA INTEREST RATE 


Mr. Tuomas. What is the rate of interest FHA permits? 
_ Mr. Mason. The rate of interest on 1- to 4-family housing units 
is 514 percent. One problem Mr. Yates has is that the rate of interest 
on the multifamily housing he refers to is 41% percent. 

Mr. Tuomas. Does that include your administrative cost? 

Mr. Mason. No; it does not. 

Mr. Tuomas. What is the total ? 

Mr. Mason. There is a one-half percent mortgage insurance charge 
on all our programs. 

Mr. Tuomas. That brings it up to what? 


Mr. Mason. 534 percent to the single family house buyer. 
Mr. Txomas. Plus the discount on top of that ? 


Mr. Mason. The buyer does not pay the discount, The discount is 
paid by the builder. 

Mr. cone Theoretically, 

Mr. Mason. We prohibit it, at least, in our regulations. We think 
discounts will be much less of a problem, incidentally, Mr. Thomas, 
and let me say I am very unhappy about this because I hoped to get 
rid of discount control but I am afraid Congress will not want to do 


anything about it. 
SUMMARY OF BUDGET ESTIMATE 


Mr. Tuomas. We will put pages 5 through 9, inclusive, in the record 
at this point. 
(The material referred to follows:) 


SUMMARY OF ESTIMATES AND Basic ASSUMPTIONS 


The Federal Housing Administration, created by the National Housing Act of 
1934, is a noncorporate business-type agency made subject to the Government 
Corporation Control Act by the Housing Act of 1948. The principal purposes of 
the Administration are to stabilize the mortgage market and to improve home- 
financing practices and housing standards and conditions through the insurance 
of loans and investments to finance the production, purchase, repair, and im- 
provement of residential structures. As of June 30, 1957, a total of $45 billion 
of insurance had been written, of which $21 billion was outstanding. Insur- 
ance reserves are maintained and operating expenses paid out of the fee, 
premium and investment income derived from operations. 

As shown in the highlight table, preceding, it is expected that a total operat- 
ing expense limitation of $46,400,000 will be necessary for fiscal 1959, of which 
$7,400,000 is administrative and $39 million nonadministrative. This is an in- 
crease of $1,140,000 over the latest estimate for fiscal 1958, attributable pre- 
dominantly to the rise in direct operating workload. 

This first section of this justification presents a general summary of the work- 
load, employment, and costs implicit in the estimate and of the economic and 
program assumptions on which the estimate is based. Succeeding sections de- 
velop these facts in more detail, provide information that may be drawn upon 
as needed in considering the nature, purpose, and results of the agency’s opera- 
tions, and show how past performance is measured and projected into the esti- 
mates. 
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All estimates shown here for the current fiscal year reflect the requested sup- 


—. expense limitation of $2 million (or a total of $38 million) for fiscal 
1958. 





SUMMARY OF WORKLOAD, EMPLOYMENT, COST, INCOME, AND FINANCIAL EFFECT 


Speaking in terms only of the broadest of the FHA workload indicators, it is 
expected that total mortgage insurance unit applications received will increase 
= pea in fiscal 1957 to an estimated 640,000 in fiscal 1958 and to 650,000. 
in 1959. 

The significant increase is expected in the basic (sec. 203) home-mortgage in- 
surance program—371,104 in fiscal 1957, as compared with an estimated 520,000: 
in the current year and 530,000 in the budget year. This is believed conserya- 
tive in view of the deferred demand to be met and the program developments 
designed to deal with it. Actual home-mortgage applications received under all 
sections of the act in the first 5 months of the current year equal exactly 42 per- 
cent of the estimate for this year and 41 percent of the estimate for the budget 
year. Summarized in terms of 1- to 4-family applications (covering both new 
and existing construction) under all sections of the act, the experience, July 
through November, has been as follows: 


Home mortgage insurance unit applications 


New Existing Total 
Actual: 
SI intl «06 wahictatiesihive po desishiinainepticieleicatinibaiaakthe mal 18, 387 27, 839 46, 226 
sot tlie chatined die as chins bate sajintimasitincaniesndsininianilienanei 22, 265 28, 569 50, 834 
SDE aba eck ods i clebebhstetnuses-qieetiiiebinka 20, 440 30, 004 50, 534 
en Sore bens ance aS se web eae BU betas «<tebaipaailcamel 20, 241 28, 959 49, 200 
See esis ls. ak A AE ene 14, 695 20, 926 35, 621 
Total current year to date..._............-------.----.- 96, 028 136, 387 232, 435 
stimated: 

Fiscal year 1958 estimate....................---...-.-..--- 217, 500 335, 500 553, 000 
Fiscal year 1959 estimate................-...-.....----.--- 282, 000 338, 000 570, 000 


Other workload in the initiation of mortgage insurance, as well as in the 
servicing of insurance on the books and the settlement of insurance claims (in- 
cluding the acquisition, maintenance, and disposition of real properties and 
mortgages), is dealt with in detail in subsequent sections of this presentation. 

Employment.—With the rising workload, average employment for fiscal 1958 


and 1959, as compared with the actual full-time employment for fiscal 1957, 
is estimated as follows: 


Fiscal year | Fiscal year | Fiscal year 
1957 1958 1959 


IG 5 0 csp edge pen ap emagagumigtijecapscasenseseons 911.0 944 958 
pebbles cccqhn anc grednmigbdbbeakuans 5, 230. 5 5, 097 5, 499 


WON mn cnc cement nonencecncan te ccateeeeta 6, 141. 5 | 6, 041 6, 457 
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Costs and income.—Overall costs and income, actual for fiscal 1957 and esti- 
mated for 1958 and 1959, are as follows (with dollars millions) : 











1957 





| | 
Fiscal year | Fiscal year | Fiscal year 
1958 | 1959 


Costs: 
Operating costs _- 
Capital outlay (mostly acquisitions of properties and mort- | 


Total program costs 








Fees and premiums___- 


167. 1 
48.0 


Salaries and other expenses.—Within the operating costs indicated 
above, operating expenses for fiscal 1957 and estimated for 1958 and 


1959 are as follows: 


| | 
Fiscal year Fiscal year Fiscal year 


1957 1958 1959 


A | od iandiiens 
Administrative | $6,518,674 | — $7,260, 000 $7, 400, 000 
Nonadministrative 34, 881, 793 38, 000, 000 39, 000, 000 





ei es ee he te bE SEY Bi 41,400, 467 | 45,260,000 | 46, 400, 000 
i 


It is pointed out that the difference between the operating expense estimate 
(obligations) and the operating cost estimate shown in the preceding paragraph 
is accounted for by equipment purchases (capital outlay) and participation 
dividends under the mutual mortgage insurance fund. 

Financial effect—As a result of operations, the following are among actual 
and anticipated financial effects. 

Insurance reserves (total earned surplus) as of June 30, 1956, stood at 
$460,897,568, had risen to $531,177,737 as of June 30, 1957, and are expected to 
rise to $628,035,553 and $744,599,453 by the corresponding dates in the 2 suc- 
ceeding years. 

Unused insurance authority in the different funds at the end of fiscal 1957, 
and forecast for 1958 and 1959, is shown as follows: 


Authorization 





Fiscal year Fiscal year Fiscal year 
1957 1958 1959 


Repair and improvement loan insurance $688, 721, 420 $576, 685, 200 $585, 711, 200 
General mortgage insurance ~iuitincktcebbaeaceCawesy Gi aaee 744, 427, 265 | —2, 106, 235, 255 
Armed services mortgage insurance. - --...- 1, 551, 108, 716 1, 405, 070, 596 | 957, 515, 176 


An additional $3 billion of general insurance authority will be needed for 
fiseal 1959 over and above the anticipated charges against the authorization 
as of June 30, 1958, or a total authoriaztion of $28 billion. 

Obligational authority.—Obligational authority is expected to drop from the 
actual 1957 figure of $33.3 million to $9.1 million for 1958, and then to —$9.1 mil- 
lion for 1959, based upon the anticipated issuance and retirement of debentures. 

Net budgetary effect.—Total recipts from fees, premiums, recoveries and other 
sources are expected to climb from $171 million in 1957 to $187 million in 1958, 
and $210 million in 1959, again consistent with anticipated operating volume. 
Total operating and program expenditures are expected to be $132.3 millivn, 
$133.9 million and $130 million, leaving $38.8 million, $53.1 million and $80 
million excess of receipts over expenditures for each of the 3 fiscal years 1957, 
1958, and 1959. 
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PURPOSE OF THE FHA 


Mr. Tuomas. Let me read this paragraph: 


The Federal Housing Administration, created by the National Housing Act 
of 1934, is a noncorporate business-type agency made subject to the Govern- 
ment Corporation Control Act by the Housing Act of 1948. The principal pur- 
poses of the Administration are to stabilize the mortgage market and to im- 
prove home financing practices and housing standards and conditions through 
the insurance of loans and investments to finance the production, purchse, re- 
pair and improvement of residential structures. As of June 30, 1957, a total 
of $45 billion of insurance had been written, of which $21 billion was outstand- 
ing. Insurance reserves are maintained and operating expenses paid out of 
the fee, premium, and investment income derived from operations. 


That is not a bad first statement. 


WORKLOAD BY PROGRAMS 


How is your total volume of business divided between production 
of new houses and resale of older houses and your repair and improve- 
ment program? You have three big programs. 

Mr. Starr. We have three large programs. On page 32 I think you 
will find a very informative statement. But as to the difference be- 
tween new and existing housing, Mr. Thornton will have to tell you 
about that. 

Mr. Tuomas. Mr. Thornton, give us your horseback opinion and 
then straighten it out in the record. I believe the Commissioner said 
one-third of your business came out of older houses? 

Mr. Tuornton. At the end of 1957 total FHA insurance reached 
a figure of $47 billion. Of that $47 billion the title I program has 
been $10.5 billion. And of the remaining, project mortgages have been 
a little over $5.5 billion. 

Mr. Tuomas. Project mortgages? You mean new construction? 

Mr. Tuornton. This is on new construction of apartment houses 
and multifamily houses. 

Mr. Tuomas. It does not include single-family houses ? 

Mr. Tuornton. No. 

Mr. Tuomas. That is $5.5 billion ? 

Mr. Tuornton. Yes; of the $31 billion remaining, about $14 billion 
is in existing construction and the rest in new homes. 

Mr. Tuomas. That would be about $21 billion in new single family 
and multifamily units? 

Mr. Txornton. About $23 billion new construction, either single 
family or multifamily. 

Mr. Tuomas. And how much in older houses? 

Mr. THornton. Over $13.6 billion in existing single-family homes. 

Mr. Tuomas. I thought you said one-third was in the older homes? 

Mr. Tuornton. This is cumulative since 1934. 

an, Tuomas, Your existing housing is increasing all the time; is 
it not ? 

Mr. Mason. Of the single family housing program, over one-half 
is in existing houses today. 

Mr. Tuornton. About 60 percent is in existing construction. 

Mr. Tuomas. Isthat higher than normal ? 

Mr. Mason. Some of this is in the way we keep our records of what 
is existing housing. A house built without FHA inspection and of- 
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aan for sale, although it has not been. lived in, is called an existing 
ouse. 


Mr. Tuomas. That is not enough to bring that figure up to 60 per- 
cent of your volume; is it ? 

Mr. TxHornton. Prior to the Housing Act of 1954 we had a maxi- 
mum loan value of 80 percent on existing homes and on new homes 90 
to 95 percent for various types of new family houses. In the 1954 act 
the maximum loan-value ratios were made the same. 

Mr. Tuomas. So it is by virtue of new legislation where you re- 
laxed your valuation program on existing houses ? 

Mr. THornton. It is the loan-value relationship, the maximum ratio 
of loan to value. 

Mr. Mason. How much of the value we will insure. 


VALUATION METHODS 


Mr. Tuomas. Say you increase the loan value from 80 to 90 percent. 
What is the yardstick you use to set the value? Is there an appraisal? 
What is the appraisal process ? 

Mr. Mason. We have three different methods by which we estimate 
the value of a house. One is what it would cost to replace it. This 
we get by talking to builders and supply dealers in the area and finding 
out the cost of labor and material me estimating the cost. 


The second is to find in the area another house that is existing and to 

find out the value of this house, what it sold for, a dbupenale 

and a comparable area. 
And the third is to capitalize the rental value back into the cost figure 

and whichever is the lower sets the value of the house. 


house 


Mr. Tuomas. That is a ner good process; is it not? 
Mr. Yates. Do you ever take an inventory of the properties to 
determine whether your security has deteriorated ? 


Mr. Mason. You mean the ones we have insurance on ? 
Mr. Yates. Yes. 


Mr. Mason. No; we do not. 
Mr. Starr. Multifamily we do; not single family. 


TITLE I LOANS 


Mr. Yates. What do you do with title I loans? 

Mr.-Mason. A title I loan is a character loan. There is no security 
back of it at all. 

Mr. Yates. There is no mortgage? 

Mr. Mason. No mortgage. In some instances banks take mortgages 
for their own protection, but FHA does not require it. This is a char- 
acter loan program. 

Mr. Yates. Have you lost any money on it? 

Mr. Mason. No. Our net loss is less than 1 percent at the present 
time. 

Mr. Yates. How do you know that the applicant should be insured ? 
You take the word of the bank? 

Mr. Mason. Yes. 

Mr. Yates. And you do not check that ? 

Mr. Mason. No. Banks in general do not want to make loans that 
are bad. They have a coinsurance on repair and remodeliny loans. 
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Mr. Yares. If you carried that out you would not need any staff, 
if you i take the word of the bank. 

r. Mason. Yes, we would ; because we have to check to see that they 
make the kind of loans they should. 
Mr. Yares. The banks are interested in making money; are they 
not? 

Mr. Mason. The banks are interested in making money but banks 
have bad employees just like FHA has once in a while. 

. Yates. The reason I asked the question is that I am a little un- 
happy about what your title I loans are doing to Chicago. 

} rn Mason. Do you know the story of what we have done in Chi- 
cago 

Mr. Yates. Tell me your story first and then I will tell you mine. 

Mr. Mason. Mr. Daley came to my office about 2 weeks ago and I 
sent Mr. Cooke, my title I Assistant Commissioner, to Chicago to con- 
sult with lenders that make the loans that we insure. There was a 
meeting held, and there has not been a definite conclusion yet, but we 
have promises from the lender group out there that they will do what 
the mayor of Chicago wants them to do. 

We did this without issuing an order, but we used moral suasion 
to see that the lenders did this in Chicago. Had we issued a general 
order it would have made this program more cumbersome for lenders 
in general without the necessity for it, because the problem that exists 
in Chicago is not a general problem but it is a very serious problem 
in Chicago. 

Mr. Yates. Yes; it is. Why would it be so cumbersome in other 
communities? In other communities lenders require compliance with 
the law before they will lend their funds. I have talked to people in 
other communities where lenders do not lend money unless there is 
compliance with the law. 

Mr. Mason. In some instances this is enforced by the local building 
authorities without the lenders getting into it at all. 

Mr. Tromas. We accepted an amendment by Mr. Yates to the FHA 
section of the supplemental bill on the floor today with-that thought 
in mind. 

Mr. Yares. I think Mr. Mason can accept that because it merely 
requires compliance with the local law. 

Mr. Mason. Yes; but you will require the Federal Government to 
go in and enforce the building codes in every region. It is just as 
logical to have us enforce other parts of the local codes. 

Mr. Yates. No; that is not. true. It will require the lending insti- 
tutions to sustain law enforcement. They should be required to en- 
force local laws; should they not? 

Mr. Mason. I do not think they should be required to enforce all 
provisions of the local law. Iam sure you will find that the question 
is answered in Chicago. 

Mr. Tuomas. May I interrupt. Mr. Mason has an important meet- 
ing at the White House at 3 o’clock. Let us try to get through with 
him so that he can go to that meeting. 


INTEREST RATES FOR MULTIFAMILY HOUSING 


Mr. Yares. [ am still interested in trying to secure housing for 
Chicago, and Chicago is primarily interested in multifamily housing. 
What are you doing about that? 
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Mr. Mason. I think the greatest deterrent to multifamily housing is 
the interest rate. The Administration will suggest that the rate be 
increased. I would be advantageous if the Commissioner had the 
authority to raise the interest rate so that the lenders would want to 
buy these loans. 

Mr. Yates. At the moment the rental housing applicants are com- 
peting with the home applicants. Inasmuch as the interest rate for 
the construction of homes is more favorable to the lending institutions, 
the builders of homes are getting the funds ? 

Mr. Mason. They are competing with other people besides the build- 
ers of single family units. They are competing with manufacturers 
building plants and equipment as well. 

Mr. Tuomas. Thank you gentlemen, we will see you at 10 o’clock 
tomorrow morning. 


Tuurspay, Fesruary 27, 1958. 
INSURANCE ISSUED UNDER TITLE I 


Mr. Tomas. Will you give us, Mr. Commissioner, the total amount 
of “Insurance issued under the repair and improvements” section in 
the amount of unused authorization to date, and generally what has 
been the loss; and give us a quick synopsis of that part of your activ- 
ities dealing with repair and improvements insurance. 

Mr. Mason. Under title I the National Housing Act permits FHA 
to have outstanding insurance on property improvement loans for not 
more than $1,750 million of the net proceeds. 

At the end of 1957, there was unused insurance authorization of 
just over $600 million from this total authorization. 

Cumulative insurance under the title I program has been about 
$10.6 billion, and from that total insurance FHA has paid claims of 
nearly $210 million. 

We have made recoveries against the claims which we have paid of 
a little bit less than half the amount of claims, so that the net losses 
of the program have been about $100 million, or just about ninety-four 
one-hundredths of 1 percent of the insurance written on this program 
from the beginning. 

Mr. Tuomas. That isa pretty good record. 


COINSURANCE FEATURE 


Has this program been enlarged or tightened up in the last 2 or 3 
years in any regard, and if so, in what respects? 

Mr. Mason. During the last 3 years it has been tightened up by 
various means, and the principal one of these is coinsurance. That is, 
the lender bears 10 percent of the loss. 

Mr. Tuomas. When a lending institution becomes a coinsurer up to 
10 percent, will that further tend to minimize the loss? The losses 
have only been about 1 percent. 

In your judgment will that tend to minimize the loss further in the 
future, and if so, what do you have to go on ? 

Mr. Mason. Of course, we do not have long enough experience yet 
to be absolutely sure, but we believe that this will tend to make the 
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institutions making the loans more careful to see that the people them- 
selves are served, that we will have less complaints under this type of 
program, as well as less losses, and we think this is very desirable. 


TITLE I LOAN TERMS 


Mr. Tuomas. What is the maximum amount of insurance, and for 
mae time may it be issued under this repayment and insurance sec- 
tion 

Mr. Mason. The maximum amount of the insurance per loan is 
$3,500, and the maximum term is 5 years. Under the program, how- 
ever, the first $2,500 of this is made at a discount of 5 percent, $5 per 
hundred. 

Mr. Tuomas. There is a lot of difference between this. Is it a total 
amount of $5 or 5 percent ? 

Mr. Tuornton. It is $5 a hundred. 

Mr. Tuomas. That is 5 percent, then ? 

Mr. Mason. Above $2,500, at $4 per hundred, or 4 percent. 

Mr. Tuomas. It is a sliding scale for the rate of the interest, and 
the rate of interest is pretty high. It figures out anywhere from 9.7 
percent ; doesn’t it ? 

Mr. Mason. Yes. The rate of interest on the first $2,500 figured as 
interest over the period of a year would be 9.65 percent. 

Mr. THORNTON. 958496. 

Mr. Tuomas. That is a little steep for a guaranteed loan? Isn’t 
that right? 

Mr. Mason. And for the program above $2,500, total rate figures 
about 71% percent. 

Mr. Chairman, we have observed what happens during a period of 
tight money this past year. Many lenders didn’t use our program, but 
made loans at much higher rates than ours. We found that our rate 
was not a high rate, in other words, for this type of credit, which is a 
character loan, and generally unsecured. 

Mr. Tuomas. That is the next question. These are not secured 
loans. They are purely a personal loan, but they have the Government 
of the United States behind them and the lending institution certainly 
didn’t lose anything in the old days. 

What I mean by the old days is before the lending institution became 
coinsurer up to 10 percent. 

I am not sure that being a coinsurer up to 10 percent now warrants 
a 914 percent interest rate. 

Mr. Tuornvon. I think it might be noted that out of that interest 
income, they must pay us the insurance premium as well as cover 
their own servicing costs. The insurance premium amounts to, pres- 
ently, fifty-five one-hundredths of 1 percent per year. 

Mr. Tuomas. That is pretty heavy ; isn’t it? 

Mr. THornton. On a 3-year loan, in other words, it is 1% percent. 

Mr. Tuomas. That is very interesting. 

How much unused authorization do you have? What.is the status 


of them? Tell us about that. What is the total amount of authoriza- 
tion ? 
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GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Mr. Tuornton. Under section 217, the National Housing Act per- 
mits FHA to have insured mortgages to a total of $25,784 million un- 
der all of its mortgage insurance programs except title 8. 

At the end of 1957 there was unused $1,730 million of this insurance 
authorization. This insurance authorization covers section 203, home- 
mortgage insurance, section 207, project-mortgage insurance, section 
213, cooperative-housing programs, and section 220, urban-renewal 
programs, section 221, replacement-housing program, section 222, pro- 
gram for servicemen’s housing, and also title VII, and title TX, and 
title VI, the remainder of the title VI programs, which were the war 
and immediate postwar housing programs. 

Under all of these programs combined, our cumulative net losses 
for the various home-mortgage programs have been six-hundredths 
of 1 percent through November 30, 1957, and for the project pro- 
grams, our net losses have been fifty-six hundredths of 1 percent, 
taking account of the values that we obtained from the properties 
that we have sold. 

Mr. Tuomas. We will get into that in a little detail, so keep those 
figures in your mind. 


ARMED SERVICES HOUSING INSURANCE AUTHORIZATION 


Mr. Tuornton. The other insurance authorization under title VIII 
is the Armed Services Housing Insurance Authorization, and the Na- 
tional Housing Act there provides $2.3 billion as the maximum 
amount of insurance permissible. 

Mr. Tuomas. That is a hundred percent, too, isn’t it? 

Mr. Mason. Would you like to have in the record the amount of 
unused obligation ? 

Mr. Txuornton. The unused authorization is $1,467 million at the 
end of 1957 under that program. 

Mr. Tuomas. That is the Armed Services program alone? 

Mr. THornton. Yes. 


HOUSING INDUSTRY ECONOMIC OUTLOOK 


Mr. Tuomas. What is the economic outlook for the next 6, 8, 10, or 
12 months, Mr. Commissioner, as far as housing is concerned ? 

Mr. Mason. Sir, as far as housing is concerned it is my observation 
that we have a good housing year, in volume of construction, when 
we have the availability of funds for this purpose. 

Housing goes up and down, has gone up and down over the years, 
the volume of it, depending on the availability of money generally. 

Of course, there are other factors that are important, but this 
is the big retardent when it is very difficult to get money; and when 
money is readily available more housing gets built. 

I would say that over the coming year, it seems to me that we have 
a favorable condition for the building industry. 

Mr. Tuomas. How many units will be built, or new units started, 
or constructed ? 
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_ Mr. Mason. This, of course, is a matter in which it is largely con- 
jecture. I have nothing on which to base this excepting experience 
in the past, and my guess at what the conditions are—— 

Mr. Tuomas. That has been considerable, has it not? 

Mr. Mason. I haven’t always guessed right, either, but I will say 
that—— 

Mr. Tuomas. Your errors didn’t cost you too much. 

Mr. Mason. I am pretty sure there will be a million and one or two 


hundred thousand and I wouldn’t be surprised to find a bigger year 
than this one. 


POTENTIAL IN LOW-COST HOUSING MARKET 


One of the factors that makes me think this may be true is that 
the building industry is now beginning to talk about meeting the 
housing market where there is the largest potential, and that is in 
the lower cost field. 

Mr. Tuomas. The demand in that field has hardly been scratched. 

Mr. Mason. That is right. 

Mr. TxHomas. What is needed to get the job done in the low-cost 
field, whether it is single-family units or multi-unit construction? 
Do you think there is a demand in this country for a million and a 
half units a year for a period of 10 years, if the money was available? 

What is your thinking on that? What is the maximum demand 
that you would estimate over a period of 10 years? 

Mr. Mason. This demand will be here soon, whether it is here this 
ay or next year I am not sure, but certainly within 3 years we will 

having a year when we will have a demand at least of a million 
and a half, and perhaps more. 

Mr. Tuomas. For 1 year, 10 years or what? 

Mr. Mason. This condition will then go on for several years—for 
at least 5 years. That is pretty far in advance. 

Mr. Ostertac. What is a low-cost house, or building? Is it a single 
building about which you are speaking? : 

Mr. Mason. The low-cost house for the people that I am talking 
about, the kind of people who can afford housing, is a house that costs 
around $10,000. Now, it may cost $8,500 in one part of the country 
and $12,000 in another part of the country. 

Mr. Ostertac. I wanted to learn the general area of cost and also 
the form, or type of construction. 

Would that be a single-unit house? } 

Mr. Mason. I had in my office this morning a builder from Augusta, 
Ga. He is building houses selling for $8,500, 3-bedroom houses, brick 
veneer. 

Mr. Tuomas. He has built a pretty good house in the South. I saw 
some up in Long Island a year and a half ago for $5,500, They were 
frame houses about 50 miles from the city. 

Mr. Osrerrac. In western New York where I come from we have 
basements to go with them. ; , 

Mr. Tuomas. I commented on them. I saw the sign “Selling for 
$5,500.” I couldn’t imagine it had a basement at that price. It was 
close to the Atomic Energy installation. 

Mr. Mason. This man told me he had put up a sample house and 
had sold 46 of them the first 2 weeks. 
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Mr. Tuomas. That is an untouched market at around $8,500. 
Mr. Mason, Augusta, Ga., is not one of our big growing areas. It 
is an area where many housing markets are overbuilt. 


SIZE OF THE BUILDING INDUSTRY 


Mr. Tuomas. On the basis that this country starts 1.1 million new 
homes, what would you say was a fair dollar tag to put upon the 
home-building and construction industry ¢ 

We have used a figure in here of around $15 billion a year for the 
industry. That is an understatement, isn’t it? If you take the re- 
pair and remodeling end of it, it is nearly $25 billion to $30 billion 
a year industry, is it not? 

Mr. Mason. The whole housing market, including the repair and 
remodeling market ? 

Mr. Tuomas. Yes. 

Mr. Mason. I think it is close to $30 billion. 

Mr. THornton. Total construction has exceeded $40 billion in re- 
cent years, 

Mr. Mason. But housing. 

Mr. Trornton. In the residential field alone, $25 billion to $30 
billion. 

Mr. Tuomas. What do you mean in the residential field alone ? 

Mr. Mason. Not taking in commercial construction. 

Mr. Tuomas That is what we are talking about—not the hotel or 
motel end of it. We are talking about apartment houses and indi- 
vidual units, et cetera. A fair statement then is around $30 billion- 
a-vear business ? 

Mr. Mason. Mr. Chairman, I believe it is the biggest industry, 
actually, if you take in the commercial factors of building also. 

Mr. (alt ae . When the economists start some activity leading to- 
ward the increase in employment, they usually point to the home con- 
struction industry first, for the reason it touches so many facets, and 
dollarwise it runs up into a good many billions of dollars. Is that 
right? 

Mr. Mason. Mr. Chairman, you are correct. The housing industry 
reaches into every village in America. 


FINANCIAL REVIEW 


Mr. Tuomas. Let’s take a look at your Financial Review. It is very 
good reading. 

Put pages 21 and 22 in the record. 

(The pages referred to follow :) 


FINANCIAL REVIEW 


During the first 3 years of FHA’s existence (through fiscal year 1937), its 
operating expenses and original insurance funds were advanced by the United 
States Treasury through the Reconstruction Finance Corporation. During the 
succeeding 3 years (through fiscal year 1940), FHA’s operations became in- 
creasingly self-supporting, and since that time have been entirely so. 

In fiscal 1954 the FHA fully liquidated its indebtedness of $86.5 million (in- 
cluding $21 million in interest) to the Treasury. 

The tables that follow summarize FHA’s present and anticipated financial 
position. 
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Table F-1, Statement of Financial Condition, shows assets, liabilities and 
capital (including earned surplus) as of the close of the last fiscal year and as 
estimated for the present and coming fiscal years. It will be seen that total ; 
assets, standing at $798,878,748 at. the end of fiscal 1957, are expected to reach 
$899,266,369 by the end of fiscal 1958 and $999,525,753 by the end of the budget 
year. Liabilities totaling $247,391,012 at the close of fiscal 1957, are estimated 
as reaching $250,920,816 by the end of fiscal 1958 and dropping to $234,616,300 by 
the end of the budget year. Correspondingly, total capital surplus is expected to 
mount from the actual of $551,487,736 at June 30, 1957, to $648,345,553 by June 
30, 1958, and $764,909,453 by June 30, 1959. 
Table F-2, Summary of Earned Surplus by Fund, shows the earned surplus 
attributable to each insurance fund and to each group of operating programs 
(including the amounts transferred among funds to assist the special-incentive 
and emergency-type programs). 
Table F-3, Determination of Capital by Fund, shows, for each major program 
grouping, the income and other ecredits attributable to it, the disbursements 
and other charges, and the resulting capital balance, as of June 30, 1957, and 
as estimated for the 2 succeeding fiscal years. 
An analysis of the attached chart comparing losses to insurance written 
indicates that actual losses to insurance written under all programs through 
June 30, 1957, averaged 0.31 percent. Under the major program, covering home 
mortgages only, losses had been only 0.06 percent of the insurance written. 
As has been shown elsewhere, funds available to cover insurance losses (in- 
surance reserves) had reached $531,177,736 at June 30, 1957. This is 2.5 percent 
of insurance in force. 
Table F—4, Reserves for Properties and Mortgages on Hand, shows the valua- 
tion reserve (reserve set aside specifically to cover losses on the turnover of 
properties and mortgages acquired in the settlement of mortgage insurance 
claims) in relation to the volume and acquisition cost of properties and 
mortgages held as of June 30, 1957. It will be seen that, overall, these reserves 
equal 41 percent of the acquisition cost of the security held. 
Table F-5, Analysis of Property Sales and Losses, offers insight concerning 
the adequacy of the reserves maintained to cover losses on the sale of acquired 
security (shown in the previous table), by showing the loss experience through 
June 1957, by section of the act. It is to be observed that, overall, these losses 
have totaled 19.07 percent of claims paid (whereas the reserves for such losses 
have been shown as 41 percent of the cost of security held). 


SOURCE OF FHA FUNDS 




















Mr. Tuomas. When we get over to your expenses, it should be stated 
in the record now that you people spend your own money. The funds 
you seek to operate your business under two headings, “Administra- 
tive expense” and “Nonadministrative expense,” are not appropriated 
funds. It is a limitation on the use of your own funds. Is that 
correct ? 

Mr. Mason. That is correct, sir. 

Mr. Tuomas. This shows that for administrative expense you will 
go from, for 1958, in the District of Columbia from 961 positions to 
971 in 1959, Mr. Starr. 

Mr. Srarr. That is correct. 

Mr. Tromas. Let me get this total cost figure for personal services: 
$5,583,910 for 1959 against $5,512,650. That doesn’t include the 
“Other objects” figure. Inclnding personnel services and other objects 
you go from $7,260,000 to $7.4 million for 1959. 

Your nonadministrative costs go considerably higher. 

Mr. Srarr. You can find that, I believe, Mr. Chairman, on page 

Mr. Tuomas. 70? 

Mr. Starr. There is also a table on page 20, right up in front, where 
the nonadministrative column is in between the administrative and the 
total columns. 
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Mr. Tuomas. It doesn’t give the breakdown. 
ian Srarr. There is nothing on page 72. Do you want to go to page 

I will go from memory. It is $39 million against $37 million last 
year; is that correct? How many employees are there? 

Mr. Starr. We now have a staff of about 4,420 people in the field, 
and we are expecting that to go up to close to 5,000 in the field. 

Mr. Tuomas, Is that appropriated jobs, 4,400 for this year? 

Mr. Starr. No. 

Under our revised estimate we want to go up much more than that. 
We can’t push it up until we get the supplemental, which you gentle- 
men have so kindly passed, but it is not available to us yet. 

Mr. Tuomas. What items are included under your limitations, in- 
cluding items of income and expense ? 

What items are included under the limitation, and what is your 
entire income this year ? 

Mr. Srarr. The entire income for 1958 is estimated at 

Mr. THomas. Will you refer to the table ? 

Mr. Srarr. The highlight table, page 3, at the front, $164.1 million; 
and $167.1 million is the revised figure based on the additional busi- 
ness permitted under the supplemental 


FINANCIAL REVIEW 


Mr. Tuomas (reading) : 

Table F—1 shows assets, liabilities, and capital (including earned surplus) as 
of the close of the last fiscal year. * * * 

It will be seen that total assets, standing at $798,878,748 at the end of fiscal 
year 1957, are expected to reach $899,266,369 by the end of fiscal 1958, and 
$999,525,753 by the end of 1959. 

Mr. Tuomas. Where is table F-1? 

Mr. Bazan. F-1 is on page 24. 

Mr. Srarr. Those are the figures you were reading from the narra- 
tive, page 24. 

TOTAL ASSETS 


Mr. Tuomas. Where do you get this figure, that your assets will 
be $999,525,753 at the end of fiscal 1958 ? 

What are those assets made of and where do they come from? 

Mr. Srarr. They will be made up for the most part of investments 
in Government bonds. 

‘Mr. Tuomas. Where did you get all that money ? 

Mr. Srarr. That is from our renewal premiums, interest income, 
and fees on the volume of business we do each year; cumulatively over 
the years it would amount to that, assuming we are somewhat close on 
our estimate for 1958 and 1959. 

Mr. Tuomas. Your fees over your limitation will be for the fiscal 
year 1959, and will be in excess of about $50 million. 

Mr. Starr. Over a hundred million dollars. 

Mr. Tuomas. Will it be a hundred million ? 

Mr. Srarr. Yes. 

Mr. Tuomas. What was the last year’s amount? 

Mr. Srarr. In 1957, the income was $153.6 million; and our ex- 
penses were $41.4 million in 1957, actually. 
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Mr. Tuomas. About $112 million ? 
Mr. Srarr. Yes. 
Mr. Tuomas. Is this sum of a billion dollars made up of your excess 
fees through the years? 

Mr. Starr. That would be our reserves accumulated throughout the 

ears. 

: Mr. THomas. Do any other elements make up that billion dollars? 
L use the billion for round numbers rather than $999 million. 

Mr. Starr. We have repaid Treasury all the money they advanced. 

Mr. Tuomas. They only advanced the money for the first 2 years, 
of less than a hundred million dollars, or $84.5 million. 
Mr. Starr. That has been paid back, including interest. 


SOURCE OF INCOME 


Mr. THomas. Where did you get this billion dollars? 

Mr. Srarr. From our premium income, fees and application in- 
come, interest income, and that is it. 

Mr. Tuomas. Where do you get an interest income ? 

Mr. Starr. On our investments. 

Mr. THornton. We invest in Government bonds. 

Me. Tuomas. Your limitation is in the neighborhood of $46 mil- 
lion ? 

Mr. Tuornton. That is right. 

Mr. Tuomas. What is your income, over and above that limitation, 
that is not accounted for in here in any way, shape, form, or fact ? 

Mr. Srarr. We estimated in 1959 we would have a total income 
of $189.5 million, if that is what you are referring to. 

Mr. Tuomas. You are asking for limitations to expend only $46 
million of it? 

Mr. Srarr. $46.4 million ; yes. 

Mr. THomas. Where does the other money come from? 

Mr. Starr. We will, of course, have some properties that are turned 
back to us that we will have to allow for. The balance of it—I guess 
Mr. Thompson will tell you what he will invest in. 























RENEWAL PREMIUMS 














Mr. Tuomrson. The bulk of it will come from our renewal pre- 
miums that have been written over the years, and is outstanding. 
We have some $20.8 billion of insurance outstanding, on which we get 
a renewal premium each year. 

Mr. Srarr. That is a half of 1 percent. 

Mr. Tuomas, That is the break in your insurance? 

Mr. Tompson. Yes, sir. 


INTEREST ON INVESTMENTS 






Mr. Tuomas. Of course, then you receive your interest on your fund, 
which will be around $800 million or $900 million. What interest 
are you getting on that? 

Mr. THompson. Our interest on that, at the present time, is running 
about $13 million a year. 
Mr. Tuomas. Does the statute require you to put it in Government 


bonds? 
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Mr. Tuomrson. The statute requires that it be in bonds or other 
securities guaranteed by the Government. 

Mr. Tuomas. What rate of interest do you get? 

Mr. Tuomrson. The rate of interest on the money at the present 
time is averaging 

Mr. Tuomas. Is that statutory ? 
_ Mr. Tuompson. No, sir. That depends on the bonds in which we 
invest. 

Mr. Tuomas. Long term or short term? 

Mr. Tuompson. They are mixed. 

Mr. Tuomas. Do you have any over 5 years? 

Mr. THompson. We have some over 5 years. The longest term in- 
vestment we have matures in 1972. Our average yield on all our in- 
vestments is 3.03 percent. 


FHA POTENTIAL INSURANCE LIABILITY 


Mr. Trromas. What is your outside liability ? 

Mr. THompson. Do you mean total outstanding insurance ? 

Mr. Tuomas. Do you have any liability other than that? 

Mr. Mason. No, sir, except for outstanding debentures. 

Mr. TuHompson. Total outstanding in force is $20.8 billion mort- 
gage insurance. 

Mr. Tuomas. You issued $45 billion, in round figures, up to June 
30, 1957, of which $21 billion was outstanding, so that is your out- 
side liability, $21 billion. 

Mr. Tuompson. Yes, sir. The $45 billion includes $10.1 billion of 
modernization and improvement insurance. 

Mr. Tuomas. For round figures, is that a billion dollars in cash, 
or almost cash, to offset that liability? 

Mr. Tuompson. Yes, sir. Our reserves are estimated to be $999.5 
million by the end of fiscal year 1959. 

Mr. Tuomas. You can do a lot of good with a billion dollars, can 
you not, Mr. Mason? 

Mr. Mason. Yes, sir. On top of this, there is some property there 
that has value in it, too, you know. 


RATE OF FORECLOSURES 


Mr. Tomas. What does the picture look like on foreclosures? Is 
it picking up, going down, medium, or what? 

Mr. Srarr. Our defaults have been running pretty steady for 
several months—fifty-four one-hundredths, 51, 50, 49, 49, 48, 46, et 
cetera. Last December it was forty-five one-hundredths of 1 percent. 

Mr. Tuomas. That doesn’t mean anything. How many units did 
you have to foreclose on in fiscal year 1957? That is a completed year. 

Mr. Tuomrson. For fiscal year 1957 

Mr. Tuomas. Break it down in private units and then multiple 
units. 

Mr. Tompson. Yes, sir. In fiscal year 1957, we acquired 4,101 
small homes. That is 4,538 units. We acquired 60 project mortgage 
notes for 5,079 units. 

Mr. Tuomas. Sixty multifamily units covering five thousand units? 

Mr. THompson. Yes, sir. 
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Mr. Tuomas. Dollarwise, what does that amount to in both 
categories? 

r. Tompson. Dollarwise, for the small homes, $38 million, and 
for the project mortgages, $33 million. I have the first 6 months of 
this year ; I can give you a comparison. 

Mr. Tuomas. That was for the calendar or fiscal year ? 

Mr. Tuomrson. That was for the fiscal year. 

Mr. Tuomas. Bring us up through the first 6 months of fiscal year 
1958, please. 

Mr. Tompson. For the first 6 months of fiscal year 1958, we have 
acquired 1,437 small homes, 1,476 units, in the amount of $13,150,000. 

fr. Tuomas. That looks like it is going to be twice what it was 
in 1957. 

Mr. Mason. No. It isn’t half. 

Mr. Tompson. It is a much lower rate. In 1957 we acquired a 
total of 4,538 units for the 12-months period. For 6 months we have 
only acquired 1,437. 

Mr. Tuomas. About half. 

Mr. Mason. Less than half. 

Mr. Tuompson. In the multi-family housing we have acquired 34 
projects, 1,718 units, $9,700,000. 

Mr. Tuomas. On an annual basis that would be 2,000 units against 
5,000 units. 

Mr. Tuompson. Yes. 

This is also running a little lower, as far as units are concerned, than 
it did last year. 

Mr. Tuomas. Fifty percent lower? 

Mr. Tuompson. Yes, sir. 

About two-thirds of the rate of last year. 
Mr. Tuomas. How do you account for that ? 


COST OF SPECIAL PROGRAMS 


Mr. Srarr. Most of it is accounted for by virtue of the trouble we 
had in some defense housing around AEC plants; that is mostly be- 
hind us now, we hope. We had to acquire a lot of properties, title 9 
properties. We have most of that back of us now. 

Mr. Tuomas. Do you mean to say those special programs really cost 
the fund? It is not the normal insurance program. It is the special 
program ? 

Mr. Mason. The special programs are always more costly because 
they are done to fit a war and not for normal purposes. 

Mr. THomas. When you say costly, you mean to you? 

Mr. Mason. Yes,sir. Tous. 

Mr. Tuomas. That is quite an interesting observation. 

Mr. Mason. However, could I add that our default—that is, loans 
in default, not foreclosed now—is at the lowest rate it has ever been. 
This doesn’t mean that the condition in this country are too terrible 
right now. 

Mr. Tuomas. Spell it out in a little more detail. How do you ac- 
count for that ? 

Mr. Mason. It reflects we are taking back less housing, we are 
foreclosing less housing and also our defaults—the loans that are over 
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30 days have to be reported to us, over 30 days past due—and this is 
at the smallest rate it has even been. 

Mr. Tomas, How do you account for it ? 

Mr. Mason. I account. for it by the fact that people have jobs and 
are working and are able to pay their mortgages. 


LOSS POTENTIAL IN SPECIAL PROGRAMS 


Mr. Tuomas. What bearing on your programs do these special pro- 
grams have? I mean what bearing on the loss in your fund do the 
special programs have? 

Mr. Mason. Special programs, Mr. Chairman, were done at a time 
when the country was in a state of war or facing a postwar emergency. 

The idea was to get things done, and not to consider economics. 

Mr. Tuomas. Have those programs that have been expensive to the 
fund about liquidated now? Namethe programs. 

Mr. THompson. Title IX isthe principal program. They, of course, 
are not anywhere near liquidation. 

Mr. Tuomas. Which projects were covered under title IX ? 

Mr. Tompson, Title CX is section 903, small homes, and 908, proj- 
ect mortgages. 

Mr. Tuomas. Is that the wartime housing? 

Mr. Mason. These houses were programed and built without regard 
to anything else but somebody’s estimate of what would be needed near 
a defense plant or near a military installation. 

Mr. Tomas. Most of the loss has already accrued in that program ? 

Mr. Srarr. We may have acquired a lot. We still have a lot of 
properties to sell. 

Mr. Tuomeson. We have a lot of properties on hand. We now have 
set up a 40-percent reserve to cover our losses. 


PROPERTIES ON HAND 


Mr. Tuomas. What is the total number of properties you have on 
hand? 

You have given the properties you had for 1957 and the properties 
for the first 6 months of 1958. What is the total? Break down the 
total between family units and multifamily units that you have on 
hand, 

Mr. THompson. On the small homes, we have on hand 7,083 proper- 
ties, for 7,848 units, $62,900,000. 

On the projects that are on hand we have 318, for 26,423 units, and 
$182.7 million. 

Mr. Tuoomas. What is that number on families? 

Mr. Tompson, 318 projects. Included in that are 26,423 apart- 
ment units. 

Mr. Tuomas. Tell us about the single-family units. 

Mr. TuHompson, Single-family, 7,083 homes for 7,848 units. 

Mr. Mason. The single-family house program is 1 to 4 units, 

Mr, Osrertac. Some of them must be two-family. 

Mr. Starr. Yes; 2 to4. 

Mr. Tuomas. What is the average length of time you keep these 
units, the big and little ones? 
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Mr. Tuompson. On the small ones our average on that has been 
about 6 months. On the project mortgages, there, I don’t have the 
average time. 

Mr. Tuomas. You have a total of about 7,000 individual family 
units now. 

Mr. Mason. Yes, sir. 

Mr. Tuompson. We have acquired a total of 601 multifamily 
projects. 

Mr. Tuomas. What is the figure for multifamily units? 

Mr. Tuomrson. We had acquired 601. We have sold 283. 

Mr. Tuomas. That is projects? 

Mr. Tuompson. Projects; we have 318 on hand. 

Mr. Tuomas. How many units are involved ? 

Mr. TuHompson. Under “Acquired,” there were 46,025 units; sold, 
19,602 units; on hand, 26,423. 

Mr. Tuomas. Say thirty-three or thirty-four thousand units, 


RESERVE FOR LOSSES 


Have you set up a reserve for loss there on these ? 

Mr. THompson. Yes, sir. 

Mr. Tuomas. Is that included in your $999 million figure? 

Mr. Tuompson. No. Our reserve as of December 31 was $601 mil- 
lion, after taking out $135 million to cover the losses anticipated on 

_ the on-hand properties and title I unsecured notes. 

Mr. Tuomas. So that fiigure is not $999 million; it is about $603 
million. 

Mr. THompson. The figure that Mr. Starr mentioned is what was 
estimated for June 30, 1959, currently it is $601 million. 

- Mr. Srarr. Plus valuation reserves. 

Mr. THompson. Valuation reserves have been deducted. 

Mr. Vursett. I would like to ask if your reserves are sufficient, 
not only now but in the future, to take up these losses as they come 
if they run at about the present rate for the future. 

Mr. Tuompson. On our best judgment they are. On the small 
homes, under all programs except 603 and 903, we have set up a 
15 ghey reserve to cover the properties we acquire. 

n the 603 and 903 and all project mortgages we have set up 40 
percent. 

Our total overall loss to date on small homes has been 13.61 percent 
of the cost—what they cost us. We have lost 13.61, against 15. On 
the project mortgages we have lost 28.29 percent, against the 40 per- 
cent reserve set up; so we still have a good margin of reserve to cover 
those that remain on hand. 

Mr. Vorserz. Thank you. 

Mr. Osrertrac. What total percentage do you figure you might be 
stuck with, that will not be disposable 

Mr. THomrson. The properties we might be stuck with? 

Perhaps the Commissioner will answer that. 

Mr. Mason. Sir, we haven’t had this problem. The answer is we 
hope it will be none. We do have some conditions now and again 
where property has to be torn down. 

Mr, Osrertac. In other words, there has been no accumulation of 
properties, that you have been unable to move or dispose of? 
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Mr. Mason. No. We may have to hold them for some time, for a 
period of time, to find a market. 

Mr. Tuomas. Longer than 6 months? 

Mr. Mason. Yes, sir. 


ADMINISTRATIVE ExPpENSsES 


Mr. Tuomas. Mr. Reporter, put pages 35, 36, and 37 in the record. 
That contains the administrative expense figure. 
(The pages referred to follow :) 


FHA administrative expenses 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1957 1958 9 


Average employment: 
Full t 


$5, 107, 176 $5, 397, 150 
35, 566 40, 000 


Terminal-leave payments % 
Overtime and holiday pay 73, 703 
Intermittent employment 

Night differential 

Work in excess of 52-week base 

Payments to other agencies__................-...-.... 


Transportation of things 
Communication services---_- 


Printing and reproduction _-. 
Other contractual services 


Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 


Total, other objects 
Total administrative expenses 


ADMINISTRATIVE EXPENSE ESTIMATE 


FHA headquarters in Washington, covered by the administrative expense 
budget, is responsible for the establishment and maintenance of the policies, 
regulations, procedures, and technical standards under which the total FHA 
program is conducted; for the servicing of the insurance in force; and for 
directing and supervising the conduct of operations throughout the country to 
safeguard the public interest and protect insurance funds of the Administration. 
The program will be soundly administered and will serve the public well only if 
these responsibilities of the headquarters office can be discharged fully and 
effectively. Steps taken during the past fiscal year to strengthen these functions 
have been augmented in the current fiscal year; the 1959 estimate is based on 
the current year’s authorized staff. 

“The FHA has been redelegated certain defense planning responsibilities dele- 
gated to the Administrator of the HHFA by the agencies having primary interest 
and jurisdiction. FHA is responsible for preparing and making operational 
certain phases of a national lodging program for use in a postattack emer- 
gency; it is estimated that this function will require expenses of $50,000 in 
fiscal year 1959.” 

The budget estimate of $7,400,000 for fiscal year 1959 is an increase of $140,000 


over the current year’s appropriation. The following table analyzes this 
increase : 





Fiscal year 1958 limitation_ 
Add: 
1. Balance of full year’s cost of contribution to retirement fund 
2. Increased accounting requirements at improved production 
ratios arising from use of electronic data processing ma- 
chine and other improvements 


Fiscal year 1959 administrative expenses 


The table on the following page summarizes these expenses by program and 
by activity. Personal services and travel are discussed on the basis of line 
supervision, program supervision and advisory services, fiscal and administra- 


tive management and defense planning, and all other expenses by object of 
expense. 


PERSONAL SERVICES 


Mr. THomas. You have 971 people set up for 1959 in the District, 
against 961 in 1958. What do hes ople do? 

Mr. Mason. Some of these people, sir, supervise the operation of 
the program and interpret it to the field. 


DEFENSE PLANNING ACTIVITIES 


Mr. Tuomas (reading) : 


The FHA has been redelegated certain defense planning responsibilities dele- 
gated to the Administrator of the HHFA by the agencies having primary interest 
and justification. FHA is responsible for preparing and making operational 
certain phases of a national lodging program for use in a postattack emergency ; 
it is estimated that this function will require expenses of $50,000 in fiscal year 


1959. 

Have you had that responsibility in 1957 ? 

Was that delegated to you then‘ 

Mr. Starr. We had some expense on that in 1957, but not that much, 

Mr. THomas. How much expense did you have? 

Mr. Srarr. About eight or ten thousand dollars, and we estimate in 
1958 it is going to cost us $13,300. A big portion of that is our reloca- 

tion center and some travel and overtime. 

Mr. Tuomas. How many employees are involved? What are the 
employees going to do? 

Mr. Srarr. We have in here about 6 man-years for this. They are 
going to be concerned primarily with lodging, as I understand it. Of 
course, this program will have to be, I would assume, coordinated with 
civilian defense, so that two agencies won’t be doing the same thing. 

Mr. Tuomas. As a matter of fact, you are in the housing business 
and the Civil Defense is in that business. Do you see much connection 
between your business and their business? 

Mr. Mason. The connection, sir, is the fact that we know where 
eople in the construction industry are who are available to do this 
<ind of a job, and they don’t. That is the reason the Federal Civilian 

Defense Administration has asked the Housing Agency to do this 
study for them. 
PERSONAL SERVICES 


Mr. Tuomas. Put page 40 in the record, Mr. Reporter. 
(The page referred to follows:) 
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DISTRIBUTION OF ADMINISTRATIVE PERSONNEL 


Mr. Tuomas. This is a breakdown of your personnel. 
Your program supervision and advisory system is set out at 276 
people for 1957, and in 1959 you show 240. 
. Srarr. That is 248 positions, and then there is a man-year 
column. There are 248 positions. 
Mr. Tuomas. Well, you show a great decrease against 1957. 
Mr. Mason. Yes, sir. 


PROGRAM SUPERVISION AND ADVISORY SERVICES 


Mr. Tuomas. You have your Insurance Division for 1959 here for 
48 people; your Technical Standards Division, 85 people; your Re- 
search and Statistical Division, 61; and your Legal Division as 49. 

You show a little decrease there. 

Mr. Mason. We have less lawyers, for one thing. 


FISCAL AND ADMINISTRATIVE MANAGEMENT 


Mr. Tuomas. But your Fiscal and Administrative Management is 
up to 626 for 1959 as against 602 for 1957. 

You show an increase there. 

Mr. Mason. The reason for the decrease in the mortgage program 
supervision is that we have put quite a few of the people out in the 
field where they should be to supervise mortgage insurance work. 

Mr. Tuomas. You have the General Service Division and the Comp- 
troller’s Division under Fiscal Management. These are your two 
large divisions. 

What do these people do? 

Mr. Srarr. Well, the General Services includes your purchasing, 
your central files, your messenger service, procurement, printing, and 
duplication. 

Mr. Tuomas. This is your housekeeping activity generally ? 


COMPTROLLER’S DIVISION 


Mr. Srarr. That is right. I would like to let Mr. Thompson speak 
for the Comptroller’s Division. 

Mr. Tuompson. In the Comptroller’s Division all of FHA’s ac- 
counting is centralized in Washington. 

Mr. Tuomas. We stepped you up about 25 or 30 jobs last year to 
increase your force in that Division. 

Mr. Tuomrson. That is right; for 1958. 

Mr. Tuomas. That was done in order to get rid of your backlog. 

Mr. THompson. We have no backlog in the Comptroller’s Division 
at the present time. The reason for the increase is that the business 
between 1957 and 1959 will increase. 

Mr. Tuomas. You will not have an increase; will you? 

Mr. THompson. Yes, sir. 

Mr. Tuomas. You are not having an increase in 1959 over 1958? 

Mr. Tuompson. There will be an increase in business between 1957 
and 1959 of about 24 percent. 
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Mr. Tuomas. We filled that gap for you last year, did we not? Did 
we not give you some 25 or 30 additional employees? 

You had a backlog, and wanted to catch up with it. 

Mr. THompson. We caught up with the backlog. Actually, the 
number of man-years in 1957 was 27 less than we used in 1956. 

Mr. Toomas. What activities do you perform in the District of 
Columbia that are exclusive, and which you do only here? You do 
not do any of this in the field? This would involve your auditing 
and what else ? 

Mr. Mason. That is auditing and accounting in the Comptroller’s 
Division, and the billing for all these mortage insurance premiums 

Mr. Tuomas. That is Mr. Thompson’s shop with 275 employees? 

Mr. Mason. That is right. 

Mr. Tuomas, You do not have any comparable units in any of your 
field offices ? 

Mr. Mason. No, sir. 

Mr. Tuomas. Will you please put your finger on the breakdown of 
the Comptroller’s office? On which page is your housekeeping activi- 
ties? It ought to be around page 60 of the justifications. 

Mr. Bazan. Mr. Chairman, it is at page 53. 

Mr. Tuomas. At this point in the record we will insert page 53 
of the justifications. This is a composite table here; is it not? 

Mr. Bazan. Yes, sir. 

(The page referred to follows:) 
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Mr. Tuomas. Your man-years do not add up exactly right. You 
have it in man-years, 269. I suppose that 269 man-years is more 
than 275 positions; is it not? 
Mr. Starr. No. You would always have more positions than man- 
ears. 
- UNFILLED POSITIONS 


Mr. THomas. How many unfilled positions did you have in your 
shop as of January 1? 

Mr. Srarr. I can give a more recent figure than January 1, if you 
would like. Mr. Thompson had eight vacancies the other day when 
my girl checked. 

Mr. Tuomrson. The last figure I had was nine. 










































NoNADMINISTRATIVE EXPENSES 


Mr. Tuomas. At this point in the record we will insert page 66 
of the justifications, as well as pages 67 and 68. 
(The pages referred to follow :) 


NONADMINISTRATIVE EXPENSE ESTIMATE 


The Administration mains 11 insurance funds: (1) a fund for insuring repair 
and improvement loans under title I of the National Housing Act; (2) a fund 
for discharging mortgage-insurance liabilities on individual dwellings insured 
under former authority of title I, section 8; (3) a mutual mortgage insurance 
fund for insuring mortgages on 1- to 4-family dwellings under title II; (4) a fund 
for insuring mortgages on multifamily housing projects, including cooperative 
housing and trailer courts, under title II; (5) a fund for emergency and special- 
incentive mortgage and loan insurance under title VI; (6) an investment in- 
surance fund for operations under title VII; (7) an armed services housing 
mortgage insurance fund for operations under title VIII; (8) a fund for insuring 
defense housing mortgages under title IX; (9) a housing fund for insuring 
mortgages under section 220 on properties built or rehabilitated in urban- 
renewal areas or in areas which have been approved for slum-clearance and 
urban-redevelopment projects; (10) a housing fund for insuring loans under 
section 221 on housing built or rehabilitated for families displaced by govern- 
mental action in connection with urban renewal, or slum clearance and urban 
redevelopment programs; and (11) a servicemen’s mortgage insurance fund for 
insuring mortgages under section 222 covering homes purchased by members 
of the Armed Forces who have been a minimum of 2 years in service. 

The mutual mortgage insurance fund differs from other insurance funds in 
that mortgagors receive participation payments from any excess of fees and 
premiums paid over losses and expenses allocable to the fund. Through June 
30, 1957, these participation payments to homeowners have amounted to $74.8 
million. 

All of the Administration’s insurance programs are income producing. Income 
is derived from insurance premiums, appraisal and miscellaneous fees, and 
interest on investments in Government securities. 

The Housing Act of 1957 (Public Law 85-104, 85th Cong., approved July 12, 
1957) provided for (1) significant reduction in downpayments for sales-type 
(1- to 4-family) houses under FHA-insured mortgages, (2) extension of author- 
ity to insure mortgages on armed services housing under title VIII until June 
30, 1959; and (8) other liberalization of terms in several of the mortgage- 
insurance programs. Along with these legislative changes, revised regulations 
have been issued to authorize interest rates up to 544 percent in the basic 1- to 
4-family housing mortgage insurance programs and corresponding increases 
in other basic programs. It is by such changes that inducement is offered to 
assure a degree of FHA participation in the mortgage market sufficient to influence 
competitive practices in home building and financing. As the estimates for the 
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separate programs will show, these legislative and regulatory modifications, to- 
gether with the presently diminishing effect of the Veterans’ Administration loan 
guaranty program, have resulted in an upturn in FHA volume during the current 
year and are expected to result in further increases during the budget year. 


BUDGET PROGRAMS 


The 11 insurance funds are grouped under 6 broad functional categories 
embracing related operating programs, with the individual programs recognized 
on the basis of the legal authority (particular section of the act) under which 
they operate, the legally constituted funds from which they are financed, the 
particular regulations under which they function, the sectors of the housing 
market that they are itended primarily to serve, the varying operating processes 
that are required in their execution, and the volume of business entailed. 

The budget estimates here presented stem from the anticipated demands of 
the housing market as they are influenced by the interest rate, downpayment, 
discount, and other provisions of the present law and regulations within the 
President’s housing program, which insofar as FHA is concerned is intended to 
function at a level sufficient only to exert a stabilizing influence upon home 
financing and to foster quality and cost improvement in home building. 

In the pages that immediately follow, the six major program groupings are 
taken up separately. In each instance, the nature, purpose, and legislative basis 
are briefly stated, experience and progress indicated, workload, cost and income 
projected, and work distribution within the organization explained. It should 
be pointed out that in each case the fiscal 1958 figures for workload, cost, and 
income are revised on the basis of the supplemental request that is being sepa- 
rately submitted. Schedules elsewhere in this presentation show 1958 estimates 


as based upon the current expense limitation as well as upon the anticipated 
supplemental. 


FIELD OFFICES 


Mr. Tuomas. How many field offices do you have? 

Mr. Mason. Seventy-five, sir. 

Mr. Tuomas. Is that the same number of offices which you had 
last year? 

Mr. Srarr. Yes, sir; and you will find them in the justification 
back under the last tab, Mr. Chairman, this year. 

Mr. Tuomas. You have it under this map back here? 

Mr. Srarr. Yes, sir; back of that map. 

Mr. Tuomas. Let us insert into the record at this point pages 145 
and 146 of the justification. 

(The pages referred to follow :) 
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OBJECTS OF EXPENSE 


Where does the table appear in the justifications on your other 
objects for your nonadministrative expenses ? 
r. Starr. Page 102 will give you that information, Mr. Chairman. 
Mr. Tuomas. That is not it. You have another one here, do you 
not, which is a composite table showing all of it ? 
At this point in the record insert page 102 of the justifications. 
(The page referred to follows :) 
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Mr. Tuomas. Page 102 shows that your total cost of nonadministra- 
tive expense for the operation of your 75 offices in the field from 
$36 million to $39 million, and I presume this figure of $36 million does 
not include your supplemental of $2 million; is that correct? 

Mr. Srarr. That is correct, and that is why we have an extra column 
there showing the effect of that $2 million which appears between the 
$36 million and $39 million. 


TRAVEL EXPENSE 


Mr. Tuomas. Your travel is quite a sizable item. 

In 1958 it was $2,358,100, and you have an estimate here of 
$2,792,600. 

How do you arrive at that figure on your travel ? 

Mr. Srarr. That is based primarily on the cost per inspection, and 
the cost per appraisal in the field workload, so to speak. 

Mr. Tuomas. Is most of your travel done by automobile by your 
people in the field ? 

Mr. Srarr. About 85 percent of our field travel expense is attrib- 
utable to mileage costs. 

Mr. Tuomas. What is your mileage allotment? What do you allow 
your people a mile when they use their own car? 

Mr. Srarr. Eight cents. 

Mr. Tuomas. How long have you been operating at the figure of 8 
cents a mile? 

Mr. Srarr. Since 1955, I cannot give you the exact month, but I 
believe it was in the fall of 1955. 

We just recently did a reanalysis of that cost, and did not find any 
basis to change. 

vi Tuomas. This table is very fine, but it is too small for me to 
read. 

Mr. Srarr. That is due to that extra column which we had to throw 
in there this year. 

Mr. Tuomas. No; it is due to the extra smallness of that print. 

Mr. Mason. Off the record. 

(Discussion off the record) 

Mr. Tuomas. That has to do with the field ? 

Mr. Mason. Yes, sir. 

Mr. Toomas. And you add to it about $7 million for the District? 

Mr. Mason. Yes, sir. 


WORK OF VALUATION STATIONS 


Mr. Botanp. What work do your valuation stations do? I note 
you have a list of them. 

Mr. Starr. That is what you might refer to as a type of a suboffice. 
We do not have complete facilities there, and they are remote as a rule 
from our insuring office, and we send cases there for the valuation to 
be made rather than having a man travel 150 miles to the outlying area. 

We will have, maybe, one or two valuators in such an office. 

Mr. Mason. Mr. Boland, there would he a valvation station where 
there will be people stationed, so that individuals in the area can come 
and talk to them and file their applications with them. 


22311—58—pt. 2-69 
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The valuation is done there by local people rather than sending 
someone, for example, all the way from Boston out there. 

Mr. Botanp. Do you have any idea what the workload would be in 
the Springfield office ¢ 

Do you have that information ? 

Mr. Mason. No, sir; we do not break down the workload between 
the two offices. 

Mr. Vurseut. Mr. Chairman, I think that practically all of the 
facts have been brought out, and I am happy to say that most of the 
facts were encouraging, and very satisfactory. 

I think this is one organization in housing that is doing an extra 


good job, and I want to commend every one of you who participated 
in this excellent work. 


Mr. Ostrerrac. Mr. Commissioner, I want to concur in what Mr. 
Vursell has just said and to add that it is heartening to realize the 
picture looks bright insofar as home building is concerned, and that 
it certainly will play an important part in maintaining stability in 
our economy. 

GAO RECOMMENDATIONS 


I would like to inquire relative to the General Accounting Office 
report, or recommendation. 

One point relates to the coinsurance feature in small homes, and 
rental housing mortgages. 

As I understand it, a recommendation to the Congress for legisla- 
tion along that line is being or has been recommended. 

Do you have any comment to make on that? 

Mr. Mason. Well, it is being considered, sir. There are proposed 


bills before Congress now along this line, and it is being considered’ 


by the FHA program, but no final decision has been arrived at as of 
today. 

Mr. Ostrertac. What is the meaning of that? 

Mr. Mason. The reason for coinsurance, Mr. Ostertag, would be 
to simplify the processing to let the lender do more processing and 
to be sure that he did it properly. 

Mr. Ostertac. Would he be buying the insurance, or paying for 
the insurance ? 

Mr. Mason. The insurance would be paid for by the person who 
buys the home. 

Mr. Ostertrac. But there will be more than two participants in the 
arrangement for the insurance; is that it? 

Mr. Mason. The insurance is always to the lender. We insure the 
lender that the loan will be paid. 

Mr. Ostertac. What is the significance of this recommendation 
with regard to hazard insurance, and that it should be discontinued ? 

Mr. Mason. Sir, this recommendation was made to us. 

We proposed this to the Congress, and the Congress rejected it. 

Mr. Ostertac. Was that previous to this session ? 

Mr. Mason. Yes, sir; that was previous to this session. 
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TITLE I PROGRAM 


Mr. Yates. I just want to ask a few questions with regard to the 
me which is set forth on page 69 with reference to home 
modernization and repair insurance. 

It will interest you to know, Mr. Mason, that I spoke to Mayor 
Daley last night, and I told him about what you had told to the com- 
mittee yesterday. He said that either he has a wrong impression, or 

ou have a wrong impression. He has taken the matter up with the 
ending institutions and he has been referred by them to FHA. He 
said that FHA refers him to the lending institutions. 

Mr. Mason. No, sir; we have not done that. 


Mr. Yates. You have not referred the city to the lending insti- 
tutions ? 


Mr. Mason. No, sir. 

Mr. Tuomas. What have you done? 

Mr. Mason. We went out to Chicago and sent out Mr. Cooke and 
others of his staff, and met with Mayor Daley and the press. We 
went from there to the lending institutions in Chicagt and acquainted 
them with the problem. I am sure that you understand we are able 
to require lenders to do almost anything. 

Mr. Yares. That is correct. 

And that is the very reason that I wanted some kind of provision 
either in your regulations or in the law. Because you can require 
the lender to comply with local law, and thereby protect the city of 
Chicago from the development of slums which seems to be one conse- 
quence of this whole sro Neihdiaahicid and repair insurance program. 

Mr. Mason. What we have done is this: We have made a sugges- 
tion to the lenders that use the FHA program and this suggestion is 
that they require a permit be shown to them when they make such a 
loan. 

We want them to do this, and they have agreed to this voluntarily. 

Mr. Yates. When you say that you refer to lenders? 

Mr. Mason. I am talking about lenders who use our program in 
Chicago. We are able to talk to lenders that use our program. 


TITLE I LENDERS IN CHICAGO 


Mr. Yares. I just wanted to have them identified. These are all 
approved by you in the first place. How many such lenders are 
there? 

Mr. Mason. I cannot tell you, sir, exactly how many there are in 
Chicago. 

Mr. Yates. Would it be a great number? 

Mr. Mason. I can supply that information for the record. 

Mr. Yatrrs. Would anyone have any idea as to how many there 
would be ? 

Mr. Srarr. We would have a list of title I lenders in Chicago. 

Mr. Yates. How many are there? 

Mr. Srarr. I do not know, but we can provide that information 
for the record. 

Mr. Yares. Well, I would like to know. 
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(The information requested is as follows :) 





Amalgamated Trust Savings Bank 

American National Bank & Trust Company of Chicago 
Amity Federal Savings & Loan Association 

Austin Federal Savings & Loan Association 

National Bank of Austin 

Bell Savings & Loan Association 

Beverly Bank 

Chicago City Bank & Trust Co. 

District National Bank of Chicago 

Drexel National Bank 

Drovers National Bank of Chicago 


Titty I Active LENDERS UNDER COINSURANCE LOCATED In CHICAGO, ILL. 
| 


First Federal Savings & Loan Association 

First National Bank of Chicago 

Exchange National Bank of Chicago 

Home Federal Savings & Loan Association of Chicago 
North Shore National Bank 

National Bank of Hyde Park 

District Savings & Loan Association 

Lake Shore National Bank 

Lawndale National Bank 

Lawn Manor Savings & Loan Association 

Mercantile National Bank 

Merchandise National Bank of Chicago 

Mid City National Bank 

Mutual National Bank of Chicago 

National Boulevard Bank of Chicago 

La Salle National Bank 

National Security Bank 

Pioneer Trust & Savings Bank 

Pullman Trust & Savings Bank 

St. Paul Federal Savings & Loan Association 
Sears Bink & Trust Co. 

Chicago Savings Bank | 
State Bank of Clearing 

Chicago National Bank 

University National Bank | 
Uptown National Bank of Chicago 
Concordia Savings & Loan Association 

First Mutual Savings Association 

North Side Federal Savings & Loan Association 
Merchants National Bank in Chicago 

South East National Bank of Chicago 

National Bank of Commerce of Chicago 

Central National Bank in Chicago 

South Short National Bank of Chicago 

Northwest National Bank of Chicago 

Lincoln National Bank 

Devon North Town State Bank 

Marquette National Bank 

Commercial National Bank of Chicago 

Colonial Savings & Loan Association 

Southmoor Bank & Trust Co. 

Chatham Bank of Chicago 

Citizens National Bank of Chicago 

Belmont National Bank of Chicago 

The 1st Commercial Bank 

Peoples National Bank of Chicago 

Allied Savings & Loan Association 

Standard State Bank 

Talman Federal Savings & Loan Association 

Bank of Chicago 

Uptown Federal Savings & Loan Association of Chicago 
Investors Savings & Loan Association 
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Republic Savings & Loan Association 

City Savings Association 

First State Loan Savings Association 

West Irving State Bank of Chicago 
Mountain Greenwood State Bank 

Crane Savings & Loan Association 

First Security Trust & Savings Bank 
National Bank of Albany Park 

Reliance Federal Savings & Loan Association 
Ashland State Bank 

Colonial Bank & Trust Company of Chicago 
Continental Illinois National Bank & Trust Company 
Consumer National Bank 

Madison Bank & Trust Co. 

Liberty Federal Savings & Loan Association 
P. Wilson Mortgage Finance Corp. 

Park National Bank of Chicago 

Michigan Avenue National Bank of Chicago 
Union National Bank of Chicago 

Mr. Srarr. There would be 100 or perhaps 125. 

Mr. Yates. Is that all of the number which is involved ? 

Mr. Mason. It would be probably less than that, actually. We are 
able to go to these people and say to them, “here is a problem.” 

We are just as much interested in this as Mayor Daley, believe it or 
not. 

We do not want slums any more than Mayor Daley does. We are 
able to go to these people and by persuasion to get them to do some- 
thing. If we do this by regulation or law we get all kinds of chances 
to evade this thing, but if the lenders do this voluntarily, it works 
better. They know if they do not do it we are going to say “we do 
not think you are using the program properly,” and we get it done. 

Mr. Yarrs. Fine, 

Mr. Mason. And this will be done. 

Mr. Yates. Fine. 

Mr. Mason. And this will be done. 

Mr. Yares. Is there a possibility of obtaining a written agreement 
between you and the lenders of Chicago in this respect ? 

Mr. Mason. We do not have this written exchange now because 
we did this by word of mouth. 

Mr. Yates. Well, I know that you did, but is it possible in order 
to avoid the necessity for putting a clause in your basic act as I did 
yesterday ? 

Mr. Mason. Your clause, by the way, and of the record—— 

Mr. Yates. I do not want to have to resort to that, and I do not 
think there is a necessity for it. I agree with you that it can be done 
without the necessity of putting it into the regulations, but I believe 
that there should be something more formal than a mere exchange of 
verbal conversations. 

That is why I hope it is possible for you to write a letter to the 
lenders asking whether they would in connection with their loans 
make sure that the applicant has a building permit for this purpose ‘ 

Mr. Mason. This is possible, but I think what we will have for you 
and for Mayor Daley is a letter from these people saying that we are 
going to do this, and signed by each one of them. 

I think this will be what you want. 
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Mr. Yares. That is correct. If you can do that, I think the city 
authorities will be satisfied, and I think in this way you will be 
making a major contribution toward the elimination of a practice now 
which results in the creation of slums. 

This practice creates a very dangerous situation. We had several 
very bad fires as a result of the illegal conversion of some of the old 
ek eee I do not blame FHA for this, but I do know that your 

unds are being used for illegal conversions. 

Mr. Mason. We do not believe that the FHA lenders have been 
primarily responsible for this condition, but we certainly are inter- 
ested in seeing the condition stopped and are going to do everything 
we can to be helpful. 


MULTI-FAMILY MORTGAGE INSURANCE 


Mr. Yates. May I ask you a question about the program which is 
set. forth on page 79 of the justifications where you discuss the multi- 
family mortgage insurance program ? 

This program is of direct interest to the city of Chicago. 

Mr. Mason. Yes, sir. 

Mr. YArers. Is progress being made in this program? Are there 
many applications which are being approved, and are funds being 
channeled toward the construction of these buildings in our city? 

Mr. Mason. The multifamily housing program is increasing, and 
the program each week currently is getting more units bac k of it, 
and more unit applications back of it because of the greater avail- 
ability of funds. 

The program has been badly hampered by the fact that the in- 
terest rate on it is not one which would encourage lenders. 


SECTION 220 PROGRAM 


Mr. Yates. How is section 220 working out in connection with the 
urban-renewal program ? 

Mr. Mason. The section 220 program is working well. The prob- 
lems in the 220 program are the fact that the preparing of the land 
and actually getting to the point where building can be done on these 


units takes a lot of time. That is not a part of our function, but this 
is one of the retarding factors in the program. 
Off the record. 


(Discussion off the record.) 
Mr. Tuomas. Thank you very much, gentlemen, for your presen- 
tation here today. 


The committee will now stand adjourned until 1 p. m. this after- 
noon. 
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Tuurspay, Fesruary 27, 1958. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


WITNESSES 


J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 


JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HOUSING AND HOME 
FINANCE AGENCY 

WALTER C. HAND, BUDGET OFFICER, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 


CHARLES W. WIECKING, BUDGET ANALYST, HOUSING AND HOME 
FINANCE AGENCY 


hie" am and financing 


Administrative 





Program by activities: 


| 1957 actual 


| 1958 estimate | 1959 estimate 


1. Secondary market operations $2,031,195 | $2, 300, 000 | $2, 200, 000 
2. Special assistance functions 89, 200 525, 000 | 675, 600 
3. Management and liquidating functions 1, 823, 900 | 1, 825, 000 | 1, 875, 000 

Total accrued administrative expenses 3, 944, 295 | 4, 750, 000 | | 4, 750, 000 


Financing: 
Unobligated balance no longer available 


Limitation 


4, 025, 000 


Opyect clenaye ation— Administrative 


| 1957 actual 


4, 750, 000 


| | 1958 estimate | 


4, 750, 000 


1959 estimate 





Total number of permanent positions- 775 | 752 | 752 
Average number of all employees | 618 | 707 | 707 
Number of employees at end of year 662 fi 720 | 720 
Average GS grade and salary 6. 3 +4, 997 6. Ay ‘Ss, ov | 6.4 $5, 173 
01 Personal services: [ 
Permanent positions_. $3, 188, 431 $3, 676, 300 | $3, 663, 000 
Other personal services 156, 134 58, 350 | 50, 800 


Total personal services 
02 Travel_- 


3, 344, 565 | 


3, 734, 850 


3, 713, 800 


m 
113, 924 | 150, 000 | 150, 000 
03 Transportation of things | 5, 307 | 5, 000 | 5, 000 
04 Communication services 71, 473 | 81, 800 | 81, 800 
05 Rents and utility services_. | 232, 333 | 359, 400 | 359, 400 
06 Printing and reproduction _-. 57, 867 | 66, 200 | 66, 200 
07 Other contractual services 66, 979 | 71, 550 | 77, 400 
General Accounting Office audit expense 18, 000 | 18, 000 | 18, 000 
08 Supplies and materials | 31, 798 | 36, 400 36, 400 
11 Grants, subsidies, and contributions. - | 225, 000 | 240, 000 
15 Taxes and assessments. -- 2, 049 2, 000 2, 000 
Total accrued administrative expenses - - 3, 944, 295 | 4, 750, 000 | 4, 750, 000 


4 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this afternoon the Federal National Mortgage As- 
sociation, which we affectionately call Fannie May, and its very able 
president and our friend of many year’s standing, Mr. Baughman; Mr. 
Hand, the budget officer; and Mr. Wiecking, the budget analyst. 

Mr. "Baughman, do you have a statement ¢ 


Mr. Baveuan. I certainly do, Mr. C 


hairman. 


Mr. Tuomas. It is certainly nice to have you and your staff before 


us. 
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Mr. Bavenman. Would you like me to read the statement for you? 
Mr. Tuomas. You may read it or put it in the record, if you wish. 


SUMMARY OF OPERATIONS 


Mr. Baveuman. I will brief it, if you would prefer. 

As you know, we run three types of operations in this Association. 
We have the old Fannie May functions which we are liquidating, and 
managing in an orderly manner. We have what we call the special 
assistance functions, which is a program of special housing programs 
as designated by the President, and also by the Congress, and we have 
the secondary market operations, which is the operation which pro- 
vides liquidity for home mortgages in areas where they are in short 


supply 

The management and liquidating functions are, of course, Govern- 
ment financed, and so is the special assistance program, and the sec- 
ondary market operations are privately financed. 


SECONDARY MARKET OPERATIONS 


During the past year, of course, we had rather a tight mortgage 
market and during this period we think that the secondary market 
operations did very well in accomplishing its purpose. During that 
year we bought $1.021 billion worth of mortgages, and issued $132 
million in standby commitments during the year. 

Mr. Tuomas. The special assistance program got most of that $1.2 
billion, did it not ? 

Mr. Baveuman. This has nothing to do with special assistance. 

Mr. Tuomas. You mean you got this on your regular program / 

Mr. Baveuman. This is secondary mortgage operations, all pri- 
vately financed except the preferred stock. 

Mr. Tuomas. No part of that runs to your special program ¢ 

Mr. Bavenman. No, sir. We think we did accomplish a great 
deal in the secondary market operations, and felt that seconda 
market activities represent a rather accurate barometer of condi- 
tions prevailing in the mortgage market. 

Mr. Tuomas. There is no question about that. 

Mr. Baucuman. To date we have purchased $1,765 million in the 
secondary market operations and financed it all privately, of which 
58 percent of that, or $1.021 billion was purchased during calendar 
year 1957, 

In our special assistance programs, we have special programs set 
up for housing in connection with major disasters, mortgages on 
housing, in Guam, Alaska, urban renewal, housing for the elderly, 
and Congress authorized us to have a special program for military 
housing, both 803 and 809, and also cooperative housing. 

Mr. Tuomas. What about military ? 

Mr. Bavenman. 803 and 809 is military. 803 is military housing 
and 809 is the civilian defense housing in connection with Milh- 
tary Establishments where they have research and development in 
connection with the Military Establishments. 
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PREPARED STATEMENT OF THE PRESIDENT OF THE FEDERAL NATIONAL 
MORTGAGE ASSOCIATION 


I would like to put this statement in the record. I think that gives 
you a general idea of our operation. 

Mr. Tuomas. Mr. Reporter, insert the President’s statement in the 
RECORD. 

(Mr. Baughman’s prepared statement follows :) 


STATEMENT OF J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


Mr. Chairman, I appreciate having this opportunity to discuss FNMA’s bud- 
get estimates for fiscal year 1959. The document submitted recently to your 
committee in support of the Association’s portion of the President’s budget is 
in considerable detail and my comments will, therefore, be confined to the more 
pertinent aspects of the Association’s current activities and those estimated for 
fiscal year 1959. 

For purposes of review and by way of preface to my comments regarding 
FNMA’s 1959 estimates, I would like to state that the character and scope of 
FNMA’s activities were changed substantially with the enactment of the Hous- 
ing Act of 1954 (Public Law 560, 83d Cong.). Title II of that act is known as 
the Federal National Mortgage Association Charter Act. The charter pro- 
vides that the then existing portfolio of mortgages shall be managed and liquid- 
ated for the account of the Secretary of the Treasury, and provisions were 
made for special assistance to be given to certain types or programs of housing. 
Of particular significance to the housing economy, the Association was es- 
tablished as a secondary-market facility for home mortgages to be initially 
capitalized by the Federal Government, but with provisions for financing by 
private capital to the maximum extent feasible. KFNMA’s mortgage activities 
relate only to such mortgages as are insured by FHA or guaranteed by VA. 

The foregoing described purposes of the charter act are carried out by the 
Association under three functions or operations; namely, the secondary-market 
operations, the special-assistance functions, and the management and liquidat- 
ing functions; each has its own assets, liabilities, and borrowing power, and 
each has separate accountability. The legislation provided the machinery 
whereby, in time, the secondary-market operations will qualify to become pri- 
vately owned. The special-assistance functions and the management and liq- 
uidating functions will continue to be conducted for the account of the 
Government. 

The Association began its operations under the charter act on November 1, 
1954. I will discuss each program separately. 


SECON DARY-MARKET OPERATIONS 


The secondary-market operations are intended to provide supplementary as- 
sistance to the secondary market for home mortgages by providing a degree 
of liquidity for mortgage investments, thereby improving the distribution of 
investment capital available for home-mortgage financing. 

FNMA carries out these objectives by purchasing FHA-insured anti VA- 
guaranteed mortgages in areas where, and at times when, mortgage funds are 
in short supply, and by selling the mortgages in areas where and when invest- 
ment funds are available. These activities are particularly important to the 
housing economy during tight-money periods, as illustrated by the fact that 
during calendar year 1957 FNMA’s purchases in its secondary-market operations 
totaled $1,021 million and standby commitment contracts were executed in the 
amount of $131.9 million. 

Purchases in these operations are, by law, confined to FHA-insured and VA- 
guaranteed mortgages which are deemed by the association to be of such quality, 
type, and class as to meet, generally, the purchase standards imposed by private 
institutional mortgage investors; that is, to mortgages that are marketable. 
Each offer to sell mortgages to FNMA requires careful analysis by the Associa- 
tion of mortgage data and of other data bearing on the type of construction, age, 
location, and general suitability of the mortgaged property itself, including 
the character of the environs, and frequently entails inspection of the physical 
property. 
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Mortgages may be purchased on either an immediate-purchase basis (over the 
counter), or under standby commitments, All mortgage purchases on an immedi- 
ate-purchase basis are required, by law, to be effected at prices which are within 
the range of market prices for the particular class of mortgages involved ; prices 
paid for mortgages under standby commitments are required to be sufficient to 
facilitate advance planning of home construction but sufficiently below the prices 
being paid for immediate purchases as to prevent excessive sales to the associa- 
tion under the commitments. 

To enable the association to determine the prices which will be paid for mort- 
gages purchased in its secondary-market operations, FNMA requests private 
buyers and sellers, at many locations throughout the Nation, to disclose periodi- 
cally the details of individual private sales. The information thus gathered 
is analyzed, and the purchase prices which are applicable to individual trans- 
actions are adjusted by sundry factors, such as the interest rate of the mortgage 
loan, the amount of the borrower’s equity, and the geographical location of the 
mortgaged property. The procurement of adequate mortgage-pricing data, its 
proper evaluation and utilization are essential prerequisites to the establishment 
by FNMA from time to time of the prices at which mortgages will be purchased 
from sellers or offered for sale to private investors. 

FNMA’s secondary-market activities represent a rather accurate barometer 
of conditions prevailing in the mortgagé market. The number of mortgages 
offered to FNMA for purchase in 1955 was 16,501; for 1956 this volume was 
81,327, and for 1957 it was 81,893. 

Purchases during fiscal years 1955, 1956, 1957, and the first half of fiscal year 
1958 were $9.5 million, $229 million, $1,036.8 million, and $406.4 million, respec- 
tively ; they are estimated at $720 million and $500 million for fiscal years 1958 
and 1959, respectively. The estimated decrease in purchasing volume during the 
latter 2 years is a reasonable expectation in view of the rapidly diminishing VA 
home-loan program and an improved private market for FHA mortgages. The 
standby commitment procedure, adopted on August 9, 1956, to aid in advance 
planning of home construction, has been generally accepted in the trade. As of 
December 31, 1957, FNMA had executed standby contracts totaling $200 million, 
and purchases under these commitments amounted to $58.8 million. Present 
indications are this phase of FNMA’s secondary-market operations will continue 
at a fairly high level throughout the period covered by these estimates. 

FNMA obtains the funds required to conduct its secondary-market operations 
principally through the sale of debentures to private investors. Additional 
sources of the Association’s funds are (1) the proceeds of preferred and common 
stock, (2) borrowings from the Treasury, and (3) the net proceeds from opera- 
tions and portfolio liquidation. 

Preferred stock in the amount of $142.8 million has heretofore been issued to, 
and is held solely by, the Secretary of the Treasury: over and above the stock 
already issued, FNMA is authorized to issue $65 million of additional preferred 
stock to finance these operations. It is expected that $10 million of this amount 
will be issued during fiscal year 1959. Of the $142.8 million of preferred stock 
thus far issued, the Association has utilized only $92 million in its operation, 
and is paying dividends to the Secretary of the Treasury only on that amount. 

Sellers of mortgages to FNMA are currently required to subscribe to FNMA 
common stock in an amount equal to 2 percent of the mortgages sold to the Asso- 
ciation, but the percentage rate may be established at a lesser percentage than 
2 percesit, but not less than 1 percent, as the Association shall determine from 
time to time, taking into consideration conditions in the mortgage market and 
the general economy. Common stock issued and subscribed through December 
31, 1957, amounted to $33 million, and is estimated to amount to $39.4 million 
and $49.7 million at the end of fiscal years 1958 and 1959, respectively. 

Borrowings are limited to 10 times the sum total of the Association’s preferred 
and common stock and surplus. The sum of FNMA’s capitalization (preferred 
and common stock) and surplus exceeded $181.9 million on December 31, 1957, 
and its borrowing authority, therefore, exceeded $1.8 billion. At the end of 
1959, FNMA’s borrowing authority is expected to exceed $2.1 billion. Taking 
into consideration the unused $55 million in preferred stock, FNMA’s potential 
borrowing authority would exceed $2.7 billion. The Secretary of the Treasury 
is authorized to hold FNMA’s obligations not in excess of $2.25 billion. 

As of February 10, 1958, the Association had marketed 14 issues of debentures 
to the investing public to obtain funds for financing its secondary-market oper- 
ations, and on that date outstanding debentures in these operations totaled 
$1,415 million. A table describing the several issues of FNMA debentures, their 








| 
| 
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interest rates, terms, and maturity dates is presented herewith. The Associa- 
tion will continue to finance this program. to the maximum extent feasible, by 
the sale of debentures. 

Under arrangements made with the Secretary of the Treasury, FNMA bor- 
rows funds, on an interim basis, from the United States Treasury as they are 
needed to finance its secondary market operations. When these borrowings ag- 
gregate a sufficient size that from time to time justifies offerings in the private 
market, FNMA offers debentures to the investing public. The proceeds of such 
sales are available to the Association to repay Treasury borrowings and for gen- 
eral corporate purposes, including the purchase of additional mortgages. Under 
this procedure, most of the funds needed by the Association in its secondary 
market operations are supplied by private investors. As of December 31, 1957, 
borrowings from the United States Treasury amounted to $81.2 million. These 
borrowings are estimated at $2 million at the end of each of fiscal years 1958 
and 1959. 

In addition to the common-stock subscriptions by sellers of mortgages to the 
Association under the secondary market operations, FNMA also imposes fees or 
charges for its services with the objective that these operations will be fully 
self-supporting. 

The FNMA secondary market operations ate, in our opinion, well conceived 
and substantial progress is being made toward accomplishing the statutory pur- 
poses of this phase of the Association’s activities. It is estimated that at the end 
of fiscal year 1959 the portfolio of the secondary market operations will total 
$2.3 billion. This portfolio will have been acquired with only a relatively small 
investment on the part of the Government, consisting of $2 million in then out- 


standing Treasury borrowings and $102.8 million of FNMA’s preferred stock 
held by the Secretary of the Treasury. 


SPECIAL ASSISTANCE FUNCTIONS 


Under specific authorization by the President of the United States, or by the 
Congress, FNMA provides special assistance for the financing of selected types 
of residential mortgages that are originated under special housing programs. 
Provision is also made for furnishing special assistance through the purchase 
of home mortgages generally as a means of retarding or stopping a decline in 
mortgage lending and home-building activities which threatens materially the 
stability of a high-level national economy. 

FNMA, when and as directed by the President, is authorized to expend the 
sum of $450 million for the purchase of mortgages originated in connection with 
the foregoing objectives. The estimates for fiscal year 1959 also contemplate 
an additional authorization of $90 million, which, if approved, will make a total 
authorization of $540 million available for the purchase of mortgages when and 
as directed by the President. In addition to the foregoing authority, the Congress 
has authorized FNMA to expend (@) $450 million for the purchase of mortgages 
covering housing for the Armed Forces and for civilian employees connected with 
a military research or development installation, and (}) $200 million to purchase 
FHA-insured section 213 mortgages on cooperative housing. The President’s 
budget estimates for 1959 do not assume any additional authorization for either 
of the two latter programs. 

Funds used to finance the special assistance functions are obtained exclusively 
by borrowings from the United States Treasury. These functions are conducted 
solely for the account of the Government. Sellers are not required to purchase 
common stock in connection with the sale of mortgages to FNMA in the special 
assistance functions. Fees and charges are imposed for services rendered under 
these functions with the objective that the operations will be fully self- 
supporting. 

Thus far, special assistance programs totaling $866.1 million have been au- 
thorized for the purchase of mortgages covering housing (1) for victims of major 
disasters ($10 million), (2) in connection with urban renewal ($150 million), 
(3) in Guam ($15 million), (4) in Alaska ($10 million), (5) for elderly persons 
($20 million), (6) for cooperative groups (FHA-insured section 213 mortgages) 
($200 million), (7) for defense personnel ($11.1 million), and (8) for the Armed 
Forces and for civilian employees connected with a military research or develop 
ment installation ($450 million). 

The program for fiscal years 1958 and 1959, contemplated in the President’s 
budget, estimates that assistance will be rendered and commitments issued in 
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the amount of $838 million. These commitments are distributed among the 
established special housing programs set forth in the following table : 


{In millions} 

| 1958 estimate 1959 estimate 
APE DINNG, deine cccnis Si Sb csddedidadeaictedmseseinwatutvee $180.0 $249. 5 
eR EET ii 56 de ih di dp hn Soddsubedccediuaudassibecbdnadii 20.0 40.0 
3) Housing in Alaska and Guam, defense, disaster, and military housing. -- 12.5 11.0 
ls no lp naw beiwaernpunpadbines ouideeneinn dele oh 60.0 15.0 

5) Housing for armed services personnel and civilian employees in connec- 
tion with defense installations... .............-.-.......-.-...-----.-. EO fase eas 
PUSS eee ee S SL a ae ee a en ns clade aedidadiael 522. 5 315.5 





Prices paid for mortgages purchased in the special assistance functions pur- 
suant to contracts entered into during a period of 1 year prior to August 7, 
1957, are required by law to be not less than 99 percent of par and prices paid 
for mortgages purchased under contracts entered into for a period of 1 year 
after that date are required to be par (100). In view of these conditions, FNMA 
will in all probability be required to purchase most if not all mortgages for which 
its contracts are issued during the periods indicated. 

Purchases under the special assistance functions through December 31, 1957, 
total $72.6 million. Contracts to purchase mortgages outstanding on that date 
totaled $597.1 million. Purchases are estimated at $135 million during fiscal 
year 1958 and at $321.5 million during fiscal year 1959. No sales from the special 
assistance portfolio are estimated during either of the next 2 fiscal years. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Under its management and liquidating functions, the association is required 
to manage and liquidate its portfolio of mortgages acquired under contracts 
issued prior to November 1, 1954, in an orderly manner, with a minimum of ad- 
verse effect upon the home mortgage market and minimum loss to the Federal 
Government. This function is conducted solely for the account of the Govern- 
ment. 

The association’s management and liquidating portfolio and purchasing liability 
on August 2, 1954, the approval date of the FNMA charter, aggregated $3,151.6 
million, consisting of mortgages with unpaid principal balances of $2,414.4 
million and undisbursed commitment contracts totaling $737.2 million. As of 
December 31, 1957, the portfolio and purchasing liability had declined from $3,- 
151.6 million to $2,304.3 million—a reduction of $847.3 million, or 26.9 percent. 
The purchasing phase of the management and liquidating functions has been 
completed, leaving only the management and ultimate liquidation of the portfolio 
to be completed. 

FNMA withdrew this portfolio from the market in October 1955 because of 
conditions prevailing in the mortgage market and has not, thus far, established 
a date on which it will again be offered for sale. 

The Charter Act provides that the Association should “to a maximum extent, 
and as rapidly as possible” refinance its indebtedness to the Treasury under the 
management and liquidating functions. During fiscal year 1955, FNMA re- 
financed a portion of its indebtedness to the Treasury by the application of a 
$570.4 million issue of 3-year, 244 percent management and liquidating notes sold 
to private investors. These notes were refinanced on January 20, 1958, with a 
$797.3 million issue of 2-year, 7-month, 35, percent notes. The excess amount 
of this issue, $226.9 million, was used to reduce the Association’s indebtedness 
to the Treasury. On October 29, 1957, FNMA marketed an $802.1 million issue 
of 8-month, 4% percent, management and liquidating notes and used the pro- 
ceeds to reduce the Association’s indebtedness to the United States Treasury. 
The management and liquidating portfolio is currently financed to the extent 
of $1.6 billion, or approximately 70 percent, with private capital. 


SUMMARIZATION 


The foregoing comments emphasize that the Congress, by the Charter Act, has 
imposed upon FNMA additional workloads and wholly new responsibilities. Ex- 
amples are cited in the following paragraphs. 
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In the discharge of its responsibility under the Charter Act, FNMA is re 
quired to maintain separate accountability for each of its three activities, the 
secondary market operations, the special assistance functions, and the manage 
ment and liquidating functions. In many respects this requirement is tantamount 
to the operation of 3 corporations instead of 1. 

The activities of the association have shown substantial growth since the 
enactment of its Charter Act in 1954. The portfolio is now at its highest point 
($4,012.38 million at December 31, 1957) in FNMA’s 20-year history, having in- 
creased by $1,536.2 million, or 62 percent, during the last 3 years. A portfolio of 
this size presents a very considerable servicing problem and especially so if con- 
ditions are such as to bring about an increase in the number of delinquencies, 
Purchases during calendar year 1957, $1,096.0 million, exceeded those of any 
preceding calendar year; outstanding contracts to purchase mortgages totaled 
$763.7 million on December 31, 1957, the highest amount since June 1954. At the 
end of 1955, FNMA’s portfolio represented 2.7 percent of the Nation’s total out- 
standing nonfarm mortgage debt; by the end of 1956, this percentage had in- 
creased to 2.9 percent, and to 3.5 percent at the end of 1957. 

Our burget estimates provide for a sales program of $50 million during fiscal 
year 1959. If the present market trends continue, this volume may reasonably 
be expected to increase substantially and our efforts will be directed toward 
achievement of that objective. A strong sales program requires a very large 
amount of promotional activity and personal contacts, especially at local levels 
where, it is hoped, the Association will be able to effect a substantial volume 
of sales. 


ADMINISTRATIVE EXPENSE 


The estimated amount required for administrative expenses under limitation 
for fiscal year 1959 is $4,750,000. This sum is the same as was approved for 
fiscal year 1958. As shown by our budget presentation, mortgage purchases are 
estimated at approximately the same level during fiscal year 1959 as in 1958: 
sales are expected to increase substantially: an increased number of delinquen- 
cies is contemplated, with a consequential rise in servicing problems; the size 
of the portfolio to be serviced shows a substantial increase. Notwithstanding 
this estimated overall increased activity during fiscal year 1959, no increase in 
expense authorization from that of fiscal year 1958 is being sought. Every effort 
will be made by the Association to carry out its functions and conduct its var- 
ious activities with the authorization currently requested. 

Thank you. 


Secondary market operations, debentures issued as of Feb. 10, 1958 














Amount Date of issue Approximate term | Date of ma- | Rate of 
turity interest 

Ae iit Se Ee aay 
| Percent 
(1) $100,000,000 1... ....--.-.-.-- -| Feb. 20, 1956 9 months____....-- .| Nov. 20, 1956 3. 125 
(2) $100,000,000 !___..............-.....] Aug. 20, 1956 |_.__. do__... Ba May 20, 1957 3. 35 
(3) $100,000,000 !_......-..-.- -------..} Nov. 20, 1956 |---.-do Kaveiepitoomenamed Aug. 20, 1957 3. 90 
(4) $200,000,000 !_..._.__.- Jan. 21,1957 | 8 months _..| Sept. 20, 1957 4. 125 
(5) $250,000,000 2... |-Mar. 11,1957 | 11 months....___.__- Feb. 10,1958} 4.00 
(6) $200,000,000..........-.-..- -| Apr. 10, 1957 |-... do..._. eames Mar. 10, 1958 | 4.10 
(7) $200,000,000 ._..- ae May 20, 1957 |.....do._...- --...---.| Apr. 10, 1958 | 4. 05 
(8) $100,000,000_.-._...................] June 24, 1957 |- ---G0.........-..---.-| May 8, 1958 4. 25 
(9) $165,000,000_._......_..-- Aug. 20,1957 |__...do___.. July 10, 1958 4. 375 
(10) $200,000,000..._.......- ....---.| Sept. 20, 1957 |._...do.................| Aug. 11, 1958 | 4. 70 
(11) $100,000,000_..............-... -| Dee. 10, 1957 | T06 PONEE Ss: « cansta~i- 4 | June 10, 1966 | 4.375 
(12) $100,000,000_______. : -do.._._...| 10 months____....._....| Oct. 10,1958 4. 20 
(13) $200,000,000._...........-.....- -| Feb. 10,1958 | 4 years. __._.__- ...-.-| Feb. 13,1962 | 3. 50 
(14) $150,000,000.____. 3d 8 eles aes | 1 year___...._..___.._.} Feb. 10,1959 3. 00 
(15) $100,000,000 2 ; cet etka | Mar. 10,1958 | 10 years. _............- | Mar. 11, 1968 | 3. 625 
(16) $150,000,000 ?__...____. ~---------+--|-----d0__...--./ 5 years ROSE es Cah .| Mar. 11, 1963 3. 25 


| 


1 Indicates issues that now have been redeemed. 
2 (15) sold at 100% and (16) sold at 1003, 


Mr. Tuomas. That was a nice statement. It had a lot of meat 
in it. 
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SUMMARY OF FNMA BUDGET 


_ Mr. Reporter, some of this is duplication, but it is worth read- 
ing. Put pages A-1 through A-6 in the record at this point. 
(The pages referred to follow :) 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 
BupGet ESTIMATES FOR FISCAL YEAR 1959 


The Federal National Mortgage Association is a corporate instrumentality of 
the United States, and a constituent agency of the Housing and Home Finance 
Agency. The Association’s general policies are determined by a five-man board 
of directors, of which the Housing and Home Finance Administrator is chair- 
man, ex officio. The other four members are appointed by him. 

The president of the Association is the Association’s chief executive officer and 
is responsible for the general supervision of its business and affairs. The pres- 
ident of the Association exercises his powers in consonance with general policies 
determined from time to time by the board of directors. 


PURPOSES AND FUNCTIONS OF FNMA 


The Housing Act of 1954, Public Law 560, 83d Congress, provided the Fed- 
eral National Mortgage Association with a corporate charter under which the 
scope of the Association’s activities, as well as its responsibilities, were sub- 
stantially expanded. Under this legislation, cited as the FNMA Charter Act, 
the Association (FNMA) was designated a constituent agency of the HHFA 
and was empowered to conduct three primary functions or operations which 
were to be financed to the maximum extent feasible by private capital and 
which were designated to (1) provide supplementary assistance to the secondary 
market for home mortgages by providing a degree of liquidity for home mortgage 
investments; (2) provide special assistance through Federal financing for se- 
lected types of home mortgages originated under special housing programs desig- 
nated by the President of the United States; and (3) manage and liquidate the 
then existing FNMA portfolio of mortgages, contracts, and commitments in an 
orderly manner and with a minimum of adverse effect upon the home mortgage 
market and minimum loss to the Federal Government. 

FNMA’s responsibilities for the conduct of its special assistance functions, 
as initially established by the Charter Act, have been substantially broadened 
by subsequent legislation. Under the provisions of Public Law 345, 84th 
Congress, as amended by Public Law 1020, 84th Congress, Public Law 
85-10 and 85-104, 85th Congress, FNMA was directly authorized by 
the Congress to render’ special assistance in financing FHA-insured 
mortgages relating to section 213 cooperative housing and title VIII 
armed services and special civilian housing, and the mortgage purchase authori- 
zation for use at the discretion of the President was modified and expanded. 
Specifically, the aforementioned legislation authorized FNMA to (1) enter into 
commitment contracts to purchase and to purchase mortgages not in excess of 
$450 million outstanding at any 1 time originated under special housing pro- 
grams designated by the President of the United States; (2) enter into advance 
Commitment contracts and purchase transactions for the purchase of FHA- 
insured section 213 cooperative housing mortgages not in excess of $200 million 
outstanding at any 1 time, $50 million of which shall be made available solely for 
commitments or purchases of mortgages and Consumer-type cooperative hous- 
ing; the total commitments in any 1 State shall not exceed $20 million out- 
standing at any 1 time and of that amount not more than $15 million may be 
outstanding at any 1 time for commitments to purchase nonconsumer types of 
cooperative housing mortgages; and (3) make commitments to purchase and 
purchase mortgages insured by FHA after title VIII of the National Housing 
Act, as amended on or after August 11, 1955, provided the total amount of such 
purchases and commitments does not exceed $450 million outstanding at any 
1 time, and that not less than 714 percent of that amount ($33.75 million) shall 
be made available for purchases and commitments to purchase section 809 
mortgages. 

Public Law 1020, 84th Congress, provided that the prices paid by the Asso- 
ciation for mortgages purchased in its special assistance functions, pursuant 
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to contracts entered into for a period of 1 year ending August 7, 1957, may not 
be less than 99 percent of par. This requirement was amended by Public Law 
85-104, under which FNMA is required to pay not less than par (100) for mort- 
gages purchased under contracts entered into during the year ending August 
7, 1958. The 1957 housing legislation also provided that the Association may 
impose fees and charges in its special assistance functions in an amount not 
exceeding 144 percent of the unpaid principal amount of any mortgage for its 
commitment and its purchase of such mortgage and that not more than one-half 
of such Charge or fee may be collected at the time of issuance of the commit- 
ment, and the balance shall be collected at the time of purchase of the mortgage. 

Mortgages covering property located in Guam, Hawaii, Alaska, or mortgages 
insured by FHA under section 803 were exempted from the statutory require- 
ment providing that the original principal amount of any mortgages purchased 
by the Association may not exceed or have exceeded $15,000 for each family 
residence or dwelling unit covered thereby (Public Law 1020, 84th Congress). 

The secondary market operations of the Association were affected by legisla- 
tion enacted subsequent to August 1954 in 4 important respects. 

(1) The amount of common stock required to be subscribed by sellers of 
mortgages to FNMA was charged under the provisions of Public Law 1020, 84th 
Congress, from the initial minimum of 3 pereent of the amount of the mortgages 
sold to FNMA to 2 percent, with a further provision that the percentage could 
be fixed at a greater or lesser percentage than 2 percent, but not less than 
1 percent, as determined by the Association from time to time, taking into con- 
sideration conditions in the mortgage market and the general economy, Public 
Law 85-104 provides that the amount of the required common stock subscription 
may not exceed 2 percent or be less than 1 percent of the amount of mortgages 
sold : 

2) FNMA was authorized by Public Law 1020, 84th Congress, to issue ad- 
vance contracts of a type known in the trade as standby commitments onlv at 
prices which are sufficient to facilitate advance planning of home construction, 
but which are sufficiently below the Association’s regular secondary market 
prices as will prevent excessive sales to the Association under the commitments ; 

(3) The prices at which mortgages, delivered pursuant to immediate purchase 
contracts, will be purchased in the secondary market operations are required 
by law (Public Law 1020, 84th Cong.) to be established “within the range of 
market prices,” as determined by FNMA rather than “at the market price” for 
such mortgages, as was required by the initial legislation ; and 

(4) The amount of the preferred stock that may be issued by FNMA to, 2nd 
that may be held by, the Secretary of Treasury was increased from the original 
authorization of $92.8 million to $207.8 million (Public Law 85-10 and Public 
Law 85-104). As a consequence of this legislation, the Association’s purchas- 
ing capacity in its secondary market operations will be increased by about 
$1,265 million when the full amount of the preferred stock shall have been 
utilized. 

A substantial volume of activity resulted from changes made in FNMA’s legis- 
lation during 1956. It is too early to appraise the effects of legislative changes 
made in 1957, but it may be safely assumed that practically all of the mortgages 
that are originated under FNMA’s special assistance functions pursuant to con- 
tracts entered into for a period of 1 year ending August 7, 1958, will be offered 
to FNMA for purchase, since the association is required by law to pay par for such 
mortgages. 


FINANCING 


FNMA is required to finance its purchases under the secondary market opera- 
tions, to the maximum extent feasible, by the issuance of its obligations to the 
investing public. 

Funds for financing the special assistance functions are obtained directly by 
borrowing from the United States Treasury. 

Funds required to finance the management and liquidating functions are 
obtained from portfolio receipts and from borrowing from the United States 
Treasury. FNMA is authorized to sell obligations secured by this portfolio to 
the public. Such proceeds are used to reduce the Treasury’s investment in the 
management and liquidating portfolio. 
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1959 BUDGET ASSUMPTIONS 


The three FNMA programs, for which separate accountability is required by 
law, will have separate justifications. These justifications will be developed 
in their respective chapters from these basic assumptions : 


General 


(1) The organizational structure of FNMA will remain as currently consti- 
tuted ; and 

(2) There will be some improvement in the mortgage money market in fiscal 
year 1959. ‘ 
Secondary market operations 


(1) All funds necessary for financing except interim financing, in excess of 
those which are available from income, the proceeds from the issuance of com- 
mon and preferred stock, and operational realization from sales, repayments, 
ete., will be obtained by the sale of debentures to private investors; 

(2) Interim financing will be obtained by means of borrowings from the 
United States Treasury. Such borrowings will be repaid from time to time by 
sales of debentures to the investing public ; 

(3) FNMA will issue approximately $10 million of the preferred stock that 
was authorized by Public Law 85-104 to be issued to the Secretary of the 
Treasury ; rk 

(4) The volume of mortgage purchases estimated for fiscal year 1958 ($720 
million) will be substantially less than the volume purchased in 1957 ($1 billion). 
The decreased purchasing trend will continue into fiscal year 1959, when the 
volume of purchases is estimated at $500 million ; these reductions are attributable 
to (a) improved mortgage-market conditions, and (b) interest yields on FHA- 
insured home mortgages, which are expected to make such mortgages more 
attractive to private investors ; and 

(5) The volume of mortgage sales will be substantially greater in fiscal year 
1959 ($50 million) than in fiscal year 1958 ($25 million), and in 1957 ($5 mil- 
lion). The increase in this activity will be due principally to an increase in the 
amount of private funds available for long-term investment and to the attractive 
investment nature of a portion of this portfolio, such as the interest rate, yield, 
and age of a substantial portion of the mortgages, and the prices at which the 
sales thereof may be consummated. 


Special assistance functions 


(1) With a congressional directive to purchase mortgages at par pursuant 
to contracts entered into for a period of 1 year ending in August 7, 1958, FNMA 
will be called upon to utilize all of its existing Presidential authorization under 
these functions ; 

(2) Additional legislative authorization in the amount of $90 million will be 
made available and utilized in fiscal year 1959 for programs under Presidential 
authorization ; 

(3) No additional authorization will be made available for armed services and 
related types of housing ; 

(4) No additional authorization will be made available for cooperative 
housing ; 

(5) No sales will be made from this portfolio ; 

(6) FNMA will assist in financing 70 percent of all section 220 mortgages and 
100 percent of all section 221 mortgages insured by FHA in the urban-renewal 
program ; 

(7) Approximately $60 million will be required during fiscal years 1958 and 
1959 to provide financing of the housing program for elderly persons; and 

(8) The need for FNMA special assistance in connection with the financing 
of Alaska, Guam, and disaster housing mortgages will not require additional 
authorization. 


Management and liquidating functions 

(1) No sales will be consummated from this portfolio because of market 
conditions ; 

(2) FNMA will continue to reduce the investment of the United States Treas- 
ury in this portfolio through repayments and other principal credits by approxi- 
mately $150 million per annum; and 

(3) The budget program assumes that such FNMA short-term notes as are 
marketed to substitute private funds for Treasury investment in this portfolio 
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during the period covered by these estimates will be redeemed during the fiscal 
year in which substitution occurs. The medium-term issue which matures on 
January 20, 1958, will be refinanced by an issue maturing on August 23, 1960. 


ORGANIZATION 


The two charts which immediately follow this narrative show the organiza- 
tional structure of the FNMA Washington office and that of a typical agency 
office in the field. The locations of these offices and the territory served by each 
precede the charts. 

No organizational changes are contemplated for the Association in the present 
budget. The Association will continue to operate as a single, integrated Gov- 
ernment corporation, although charged with three different functions for which 
separate accountability must be maintained. 

FNMA derives all its funds for administrative expenses from its operating 
income, without appropriation from the general fund of the Treasury. A single 
administrative expense authorization supplies the entire Association. 

For efficiency and economy, staff and common services for all programs are 
consolidated so that there is a single legal staff, a single audit staff, a single 
accounting staff, etc. A majority of the employees of the total corporation work 
on or serve, and their expenses are charged to, more than one program or activ- 
ity. An expense distribution system to maintain costs by program is kept in the 
official books, subject to audit. This system, which is accepted by the Bureau of 
the Budget and the General Accounting Office, is designed to produce reasonably 
accurate results without resorting to elaborate and expensive cost accounting 
procedures. 

SUMMARY OF FNMA BUDGET 


The administrative expenses which are authorized annually by the Congress 
from the Association’s income are justified in detail in other sections of this 
presentation. The estimate of $4,750,000 for 1959 is the same as estimated to 
be required for fiscal year 1958. 

The net effect upon budgetary and trust expenditures for fiscal year 1958 is 
estimated as follows: $—61.4 million and $580.2 million, respectively, as com- 
pared with $138.9 million and $335 million, respectively, for fiscal year 1959. 

The following table shows actual and estimated administrative expenses, 
budgetary expenditures, trust expenditures, and Treasury borrowings for fiscal 
years 1957, 1958, and 1959: 

{In millions] 


ectencentmaptnetvotnsmeeenass ~~ ay _ . - a — 





1957 actual | 1958 estimate | 1959 estimate 


Administrative expense - uteeh bdbiawivatbe dinine bh aendidlihe Se | $3.9 $4. 


8 $4.8 
Net budgetary expenditures -.__-.- badges abe edeeidiandian | — 188. 3 | —6L.4 138. 9 
Net trust expenditures. Loss Seach dite ccyate clthw ake dl 970.7 | 580. 2 335. 0 
Treasury borrowings (net). _-............--.----.---..--------| —213.0 | —29.2 144.0 





Mr. Tuomas. That gives the legal background of Fannie May, and 
a summary of the budget and its three big programs, secondary mar- 


ket, special assistance, and liquidating. There is some good narrative 
justification for each of them. 


22311—58— pt. 2——-70 
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Seconpary Marker OperAtTIoNns 


Will you put page B-1 in the record at this point. 
(The page referred to follows:) 


Secondary market operations—Program highlights 


{Principal amount of mortgages in ante 


| 1957 actual | 1958 estimate | 1959 estimate 


=e omens - - a ~ — - - _ | _ — 





' 3 











Mortgages on hand—be¢ ginning of year. Jae | $233,379 | $1, 248, 124 $1, 903, 124 
Purchases during ~ year. ___- eee PS ree 1, 036, 804 720, 000 | 500, 000 
Sales during the year andi irain er ancdseeidilliati lois estat | 4, 807 25, 000 | 50, 000 
Repayments and other cre« dits_- . saat 17, 252 | 40, 000 | 70, 000 
Mortgages on hand—end of year -__- : wees 1, 248, 124 | 1, 903, 124 | 2, 283, 124 
Financing: | 
Treasury purchase of preferred stock-_......-.....--.---..- BE Been ns tne -| 10, 000 
Subscriptions to common stock 17, 667 14, 575 | 10, 300 
Nonguaranteed borrowing from the public. pees -} 950, 110 580, 000 | 335, 000 
|= ——— ——— \= aS 
Income --.-_...- 39, 103 81, 585 | 106, 125 
Expenses - - 27, 846 | 69, 390 | 91, 750 
Income tax equivalent - 5, 848 6, 336 7,470 
= ——o =|= oo | —— ————— 
Net income after tax equivalent_- | 5, 409 9 | 5, 859 6, 905 
Provision for dividends: bss waged it ihe Abel 
Preferred stock 4 sumow aif 1,151 | 2, 530 | 2, 760 
Common stock : ‘aaa edie : , sae 298 600 | 
Retained earnings, end of year ath 4, 601 7, 330 10, 675 


Mr. Tuomas. Give us a little detail on the “Secondary market 
operation.” ‘Turn to page B-1, Explain this table to us. As to mort- 
gages on hand, beginning at the year 1957, you had $223 million worth 
and in 1958 you had $1,248 million. 

You estimate that that will go up to $1,903,124,000 in 1959. You 
are stepping up the activities sharp ly in the last 2 years over 1957. 

Mr. Bavenman. That is at the beginning of the year. The fifth 
line is at the end of the year. 

Mr. Tuomas. The purchases were $720,000 in 1958 and $500,000 in 
1959. You are not doing much iia are you? 

Mr. Baveuman. Our estimate for sales—of course this was made 
up several months ago—our activity on sales has materially picked up 
in the last 3 weeks. We will probably exceed that $25 million in sales, 


MORTGAGE MARKET CONDITIONS 


Mr. Tuomas. Why did your purchases fall off in 1958 against 1957! 
You don’t report as much. 

Mr. Bavenman. The first half of fiscal year 1958, you still had the 
tight money mortgage market. Of course we had a lot of submissions. 
Since Januar y and since the end of last year, the mortgage market has 
improved and we are not getting near as many submissions of mort- 
gages for purchase. 

Mr. Tuomas. You mean money was tighter in 1957 than it is in 
1958, and will be in 1959 ? 

Mr. Baveuman. So far in 1958; yes, sir. 

Mr. Tuomas. It was really tight in 1957? 

Mr. Baveuman. It sure was. 
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Mr. Tuomas. Some:of :the: boys:referred to it being a little tight 
along about September and October of last year, too. That would be 
the first part of fiscal 1958. 

Mr. Yares. It was tight all during the last year, was it not? 

Mr. Baveuman. Yes; I think a good example of that, Mr. Chair- 
man, and members, is in September of 1957 we financed some of our 
debentures and we paid 4.7 interest rate on those debentures. 

In January of this year we came out with a debenture for 1 year. 
We paid 3 percent. 

Mr. Yates. What is your stock at now? 


Mr. Baveuman. Stock is quoted in the paper at 5914 to 6114. It 
was up as high as 64, asked. 


PRIVATE DEBENTURES FINANCING 


Mr. THomas. What is your interest rate? Did I see on your short- 
term paper 4.7 percent ? 

Mr. Baveuman. Short-term paper in September was 4.7 percent. 
In January of this year we came out with 1-year paper and paid 3 
percent. 

Mr.Tuomas. What do you pay for your money, 3 percent? 

Mr. Baucuman. That is what we paid in January. 

Mr. Tuomas. Whom did you get it from? 

Mr. Bauguman. We sell it to the public. We sell it to pension 
funds, banks, savings banks, corporations. 

Mr. Tuomas. What is the duration of your paper? 

Mr. Baveuman. It depends. We had all our financing on short- 
term paper up until the break in the market at the end of last year. 
Now we are going out for longer term. 

Mr. Tuomas. Usually what is the difference in rate in short-term 
paper and long-term paper ¢ 

Mr. Bavucuman. For example, in January the short-term paper 
called for 3 percent and the 4-year paper called for 314 percent. 

Today we are coming out with some more financing, $150 million 
of 5-year paper. Weare paying 314 and and we are selling at a three- 
eighths point premium. 

On a 10-year paper, which we are bringing out, a hundred million. 

Mr. Tomas. Does the Treasury guarantee your paper ? 

Mr. Baucuman. No, sir. 

Mr. Tuomas. No Government guaranty at all? 

Mr. Bavenman. No Government guaranty at all. It depends 
entirely on management. 

Mr. Tuomas. Suppose you were to get in trouble. What would 
be the net result of it? Would the Goevrnment permit this corpora- 
tion to default, and therefore your individual stockholders would 
take aloss? Do you think it would? 

Mr. Baveuman. The only way they could default in the maturing 
debentures, they wouldn’t be able to pay them off. You would have 
a debenture at maturity that wasn’t paid off. 

Mr. Tuomas. You are not in the regular business of managing 
properties. You have to take over 3,000 or 5,000 mortgages. Rather 
than do it, they say “I think we can get out of here for 2 percent loss. 
This will cost us a couple of hundred million dollars. If we hang 
on to it it may be a 3 percent loss.” 

What do you think would be the result ? 
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BORROWING FROM TREASURY 


Is there any authority anywhere for FNMA or for any part of the 
Housing Administration to go to the Treasury and get money to pay 
off that loan ? 

Mr. BaucuMan. We do have interim borrowings from the Treasury 
now. We borrow money until we reach such a point whereby we can 
go out and get it. 

Mr. Tuomas. What is the limitation on your borrowing authority? 

Mr. BaucuMan. We usually run up about $150 million, something 
like that. That is tops on interim financing. 

Mr. Tuomas. I notice that is in your justification. You don’t say 
anything about a limitation. Is there a limitation on what you can 

et ? 
2 Mr. BaveuMaNn. It is just what we fix between the Treasury and 
ourselves within the $2,250 million total limitation on Treasury bor- 
rowing. 

Mr. Tromas. What it amounts to is a Government guarantee that 
this corporation will never go broke. 

Mr. Bavueuman. Iam sorry, I donot agree with you. 

Mr. Tuomas. What is the difference? If you can’t get any money 
from the public on your offerings, you go right over to the Treasury 
and get it, do you not ? 

Mr. Baveuman. We could quit buying mortgages. We wouldn’t 
need the money. 

Mr. Tuomas. You would be out of business, too. 

Mr. Baveuman. Temporarily. 

Mr. Tuomas. You are in the business of buying mortgages, among 
other things. 

Mr. Bavueuman. Temporarily it could be. 

Mr. Tuomas. If ‘you don’t have any money, that is what they gave 
you that authority for, to go to the Treasury. 

Mr. Baucuman. I don’t think our entire operation is to buy mort- 
gages. I think secondary market operation is to buy and sell mort- 
gages. I think in times when the market is tight and liquidity is 
needed, I think FNMA should be in the market to furnish the liquidity. 


PURPOSE OF FNMA SECONDARY MARKET 


Mr. Tuomas. What is the purpose of FNMA ? 

Mr. Baveuman. Secondary market operations, if we can limit our- 
selves to that discussion. 

Mr. Tuomas. That is all there is to it. You eliminated a function 
in the other and you have this. This is your main function. 

Mr. Baveuman. I don’t agree this is our main function. 

Mr. Txomas. It doesn’t cost you anything on earth to disagree. 
This is the only place in the world where you can disagree, all for 
free, right in here. 

Mr. Baveuman. The secondary market’ is to provide liquidity in 
areas where money is short. 

Mr. Tuomas. at do you mean by liquidity ? 

Mr, Baveuman. That is where somebody needs some money and 
has a mortgage to sell. 
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Mr. Tuomas. You are supporting the market. That is your func- 
tion. 
Mr. Bavcuman. We don’t support the market. We provide 


li ss 

Mir, ates. They don’t support the market. As a matter of fact, 
you are in the business world now. You used to support the mort- 
gage market, before this reorganization, but now you are required to 
make money. 

Mr. Tuomas. The function of FNMA regardless of what little 
fancy touch you want to put to it, is to support the market. If they 
weren’t, there would be no justification for FNMA. When money 
gets tight FNMA is in business to take this off the market. 

Mr. Yares. I asked him that question last year, and he said under 
the new act they are in business to make money now. 

Mr. Tuomas. He was just talking. 

Mr. Yates. Isn’t that right? 

Mr. Tuomas. He was just trying to please Secretary Humphrey 
then. 

Mr. Bavenman. I never told you we were in business to make 
money. We are in business certainly not to lose money. We are 
rendering a service by providin liquidity. 

Mr. Yates. The impression I got from your reply to my question 
last year was you were in the same category as an insurance company. 
An msurance company also offers a secondary market, a primary 
market, too, but a secondary market buys mortgages from banks at 
the best deal that it can make. 

Now FNMA does the same thing. It makes the best deal it can. 
It doesn’t seek to control the market or induce the flow of money. 
It is in business making the best deal it can on behalf of the stock- 
holders, is it not ? 

Mr. Bavenman. I would say that is generally true except when 
you say the best deal. We don’t gouge people and go to the bottom 
of the market at all. Our prices are very much up in the high range 
of the bracket of prices for mortgages. 

Mr. Yates. But it varies. 

Mr. BaucuMan. It varies according to the market. 

Mr. Yates. That is right. When other companies were charging 
discounts you were charging discounts, too, and you still do. 

Mr. Baveuman. Westill do; yes, sir. 

Mr. Tuomas. Of course the Government is in the business of com- 
peting with private enterprise, from A to Z. We didn’t like the way 
private enterprise was handling itself in this field so we set up FNMA 
tocompete withthem. Is that the contention ? 

Mr. Baveuman. That is not correct, Mr. Chairman. 

Mr. Tuomas. Tell me what you are doing. I thought you had a 
more or less stabilized function in the market. If you are not doing 
that, you must be in the business of making money competing with 
private enterprise. 

Mr. BaucuMan. I think at the time of this operation—— 

Mr. Txomas. We don’t care how you disagree just so you finally 
agree tosomething. You name it. Maybe we will go along with you. 
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BACKGROUND OF SECONDARY MARKET OPERATIONS PROGRAM 


Mr. Baveuman. When the secondary market was established in 
1954, we had nothing but Government programs, Government finance, 
and putting money in. 

Mr. Tuomas. You have nothing but Government programs now. 
We maintain you are Government financed because Government. vir- 
tually guarantees your business, even though when you buy some 
paper from this crowd or that crowd, you are going to say you are 
down to 2 percent. You used to be three. You didn’t do any busi- 
ness. 

Are you fixing to go down to 114 percent now? Money is loosen- 
ing up a little bit. 

Mr. Baucuman. The purpose of a stock subscription is to get capi- 
talin there and get the Treasury out of the operation. 

Mr. Tuomas. Is the Treasury out? Have you paid them completely 
off ? 

Do youstill owe them $84 million ? 

Mr. Baucuman. We owe them $92 million on preferred stock. I 
want to go back to the purpose of the secondary market. It was 
purely Government finance. The idea was to set up a corporation 
where you won't be calling upon the Government all the time to put 
up money to finance and provide liquidity in this secondary aoa 
for mortgages. 

I think we have accomplished our purpose. I think the amount of 
mortgages we bought, and these figures reflect it, without: all Govern- 
ment funds, a very, very small portion of the Government funds, we 
have been able to carry on and operate this secondary market ‘and 
provide the liquidity for which the law was intended. I think the 
Congress set up a very good law here. I think it has been very helpful. 
We still have the special assistance programs for spec ial housing 
programs that are unusual, and the money isn’t in fact available for 
them at the time. We support those programs through special as- 
sistance. 


SALE OF MORTGAGES 


Mr. THomas. You would have really made some money if you had 
unloaded your old mortgages, wouldn’t you ? 

Mr. Baueuman. I don’t understand that very well, because I don’t 
know how you could unload mortgages at prices less than you paid for 
them. 


Mr. Tuomas. That is what I say. If you had unloaded them you 
would have really made money. 
Mr. Yates. FNMA has been doing that since 1953. You didn’t 


sell a mortgage at a discount before 1953. Since that time you have 
been selling them at discounts, have you not? 


THE 1-FOR-1 PROGRAM 


Mr. Bavcuman. I would like to go back in a little history. The 
only time we sold mortgages at a loss was the 1-for-1 program, which 
Congress passed and told us to do, and we were forced to sell at a 
discount and take a loss. It wasn’t of our own making. It was Con- 
gress who told us to do it. 
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Mr. Yates. Is that true? I was under the impression that before 
the passage of that law by Congress, there was an effort made to sell 
mortgages as low as four points off. 

Mr. Bavcuman. No. We never sold mortgages at a discount prior 
to that time. There may have been some talk about it but really the 
1-for-1 program started us to sell at discounts. We haven’t sold any 
since October 1955. We have taken these mortgages off the market 
in 1955 and aren’t selling any from this portfolio. 


Mr. Yares. What was the background for this sale? Was it a half 
billion dollars’ worth ¢ 


Mr. Bavcuman. That is correct. 

Mr. Yates. A half billion dollars’ worth of mortgages at a four: 
point discount. Was that under the 1-for-1 program ? 

Mr. Bavenman. That is the 1-for-1 program. The purpose at that 
time was to get commitments in the hands of the builders so they 
would go ahead and build properties. We had to sell at a discount 
because that is the only way you could move and get commitments. 

Mr. Yares. That was the bankers’ bonus bill, wasn’t it ? 

Mr. Baveuman. I refuse to comment on that. 

Mr. Yates. That was the bankers’ bonus. I remember, FNMA had 
very good mortgages and you were required to exchange them for 
new ones. You had mortgages that were tested and exchanged those 
for new ones coming into the market. 

Mr. Baveuman. Ata higher rate of interest. 

Mr. Yavres. That is right. 

Thank you very much, Mr. Chairman. 


OUTLOOK FOR 1959 


Mr. Tuomas. You say your business is going down this year to 
$500 million ? 

Mr. Baverman. Yes. We feel on account of the improved market 
conditions we won't be called upon to buy as many mortgages as we 
did this year. 

Mr. Tuomas. Does that mean you will be able to liquidate your old 
holdings? 

Mr. BAveuman. I wouldn’t say that. I would say we will sell 
mortgages. I think that is one of our functions. I think with an im- 
pees market, and where there is an available supply of money to 

uy mortgages, we will sell them. 

Mr. THomas. What rate of interest are your old mortgages bring- 
ing ? 

Mr. Bavenman. About three-quarters of our old mortgages in the 
old FNMA portfolio are 4 percent. 

Mr. THomas. What are you selling them at today ? 

Mr. BaveuMan. We aren’t selling any mortgages out of the old 
portfolio. 

Mr. THomas. What about the new ones you are selling ? 

Mr. Baveuman. We are not selling at a loss. When anybody 
wants to buy mortgages we look up and find out what they cost. 

Mr. Tuomas. What do they cost! 

Mr, BaucuMan. Our average cost of 444 percent mortgages, the 
total portfolio, is 95.52, our 5 percent mortgages cost us 97.7. Our 
514-percent mortgages cost us 98.5. 
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Mr. Tuomas. Your interest rates are 20 percent higher on the new 
mortgages you are buying than it was on the old? 

Mr. Baveuman. I don’t think it is 20 percent; three-quarters of a 

oint. 
e Mr. Tuomas. Between 4 and 5 is 20 percent, is it not ? 

Mr. Bavcuman. Four and one-half to five and one-fourth is the big- 
gest difference. Three-quarters of a point at 444 I don’t think is 20 

recent. 

Oviey. Tuomas. Is it three-quarters of a full point? 

Mr. Bavenman. Three-quarters. There is a difference. Four and 
one-half percent is the lowest interest rate we bought in the secondary 
market, and the highest is 514. 

Mr. Tuomas. I thought you had some 4 percent in there. 

Mr. Bavenman. Theold FNMA. 

Mr. Tuomas. That is what I am talking about, the old and new 
FNMA rate. There is a 20-percent difference in interest rates. 

Mr. Baveuman. Yes. 

Mr. Tuomas. We finally agreed to something. You want to get me 
down to three-quarters, though. 


FINANCING OF SECONDARY-MARKET OPERATIONS 


Will you put this very nice table, B-4, in the record ? 
(The page referred to follows :) 


FINANCING OF SECONDARY-MARKET OPERATIONS 


Funds necessary for the secondary-market operations are or will be obtained 
principally from (1) the sale of debentures to the investing public or (in certain 
circumstances) to the Secretary of the Treasury; (2) the proceeds of preferred 
stock, issued to the Secretary of the Treasury; (3) the proceeds of common stock, 
issued to sellers of mortgages to FNMA; (4) recoveries from portfolio (includ- 
ing sales, repayments, and other credits) ; and (5) net income. 

With respect to the sale of debentures, FNMA may issue (with the approval 
of the Secretary of the Treasury) and have outstanding at any one time obliga- 
tions which in the aggregate do not exceed 10 times the sum of the Association’s 
capital, surplus, reserves, and undistributed earnings in connection with its 
secondary-market operations. Under arrangements with the Secretary of the 
Treasury, FNMA borrows interim funds from the United States Treasury as 
they are needed to carry on these operations. When these borrowings aggregate 
a sufficient size that from time to time justify offerings in the public market, 
FNMA offers debentures to the investing public and uses the proceeds to repay 
the borrowings and to finance additional purchases. Under these arrangements, 
issues totaling $1,815 million set forth in the table below have thus far been 
offered by the Association through its fiscal agent, assisted by a recognized group 
of security dealers and dealer banks. 








Amount Date of issue Approximate term Date of Rate of 
maturity interest 
Percent 
(1) $100,000,000 1____ .-| Feb. 20,1956 | 9 months_____-__- ..| Nov. 20, 1956 3. 125 
(2) $100,000,000 1____- ‘ . Aug. 20,1956 |_....do_____ May 20, 1957 3. 35 
(3) $100,000,000 1......____- P Nov, 20, 1956 |.....do__..___.- i Aug. 20, 1957 3. 90 
(4) $200,000,000 1___...._._- _.-| Jan. 21,1957 | 8 months___..._......_| Sept. 20, 1957 4. 125 
(5) $250,000,000__ - _- ‘ Mar. 11,1957 | 11 months_....._.._...| Feb. 10, 1958 4.00 
(6) $200,000,000._..........-..-.. aah AS, C30, AORT b.nl KOOL. dckmen neces senme eee 10,1088 4.10 
$200,000,000.......-..___. _....| May 20,1957 }____. We A re Apr. 10,1958 4.05 

(8) $100,000,000___............- : ...| June 24, 1957 }_._-. do.........-.....-.| May «8, 1958 4. 25 
(9) $165,000,000.....__ __- vie ncougce peek Mie EET Loseal cca: aosaccopmp acl CE A 4. 375 
(10) $200,000,000___..............--.-... Sept. 20, 1957 |_....do_..._......-- ..| Aug. 11,1958 4.70 
ONS OO Dec. 10, 1957 | 744 years. __..-....-... June 10,1965 4. 375 
Ee SEO tana noo cwcc cng cakvadtbeccesccchanca IO MONtNS 2 Sol. Oct. 10, 1958 4.2 

1 Indicates issues that now have been redeemed. Currently, the amount outstanding totals $1,315,000,000, 
The amount estimated to be outstanding on June 30, 1958, and June 30, 1959, totals $1,630,000,000 and 


$1,965,000,000, respectively. 
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Funds necessary for the secondary-market operations are or will be obtained 
principally from (1) the sales of debentures to the investing public or (in certain 
circumstances) to the Secretary of the Treasury; (2) the proceeds of preferred 
stock, issued to the Secretary of the Treasury; (3) the proceeds of common 
stock, issued to sellers of mortgages to FNMA; (4) recoveries from portfolio 
(including sales, repayments, and other credits); and (5) net income. 

With respect to the sale of debentures, FNMA may issue (with the approval of 
the Secretary of the Treasury) and have outstanding at any one time obligations 
which in the aggregate do not exceed 10 times the sum of the Association’s 
capital, surplus, reserves, and undistributed earnings in connection with its 
secondary-market operations. Under arrangements with the Secretary of the 
Treasury, FNMA borrows internal funds from the United States Treasury as 
they are needed to carry on these operations. When these borrowings aggre- 
gate a sufficient size that from time to time justify offerings in the public market, 
FNMA offers debentures to the investing public and uses the proceeds to repay 
the borrowings and to finance additional purchases. Under these arrangements, 
issues totaling $1,815 million, set forth in the table below, have thus far been 
offered by the Association through its fiscal agent, assisted by a recognized 
group of security dealers and dealer banks. 


Mr. Tuomas. There are 12 issues; you are fixing to add the 13th one 
to it? 

Mr. Baveuman. We have added 13 and 14 on February 10, 1958, 
and are about to add 15 and 16. 

Mr. Tuomas. For how much ? 

Mr. Baveuman. $250 million—$150 million of 5-year debentures. 

Mr. Tuomas. $150 million, maturing in 5 years? 

Mr. BaueHMan. Yes, sir. 


INTEREST RATES ON DEBENTURES 


Mr. THomas. What rate are you going to pay / 

Mr. Bavueuman. Three and a quarter percent, and we are selling 
them at a premium. 

Mr. Tuomas. What do you call the premium ? 

Mr. Baveuman. Three-eights of a point. 

Mr. Tuomas. I think you have made a pretty fair statement, Mr. 
Yates. Heis in the moneymaking business. 

Mr. BaucHman. This is what we are paying for our money. This 
isn’t coming in; that is going out. 

Mr. Tuomas. You are not paying but what for your money; 3 per- 
cent? What are you paying for your money ? 

Mr. BaveHMan. On this issue, you just asked me what we were pay- 
ing, and I told you 314 percent. 

Mr. Tuomas. Excuse me. 

Mr. BaucHMan. Weare getting a 3¢-percent premium on it. 

Mr. Tuomas. Three-eighths, which “ain’t” bad, is it? 

Mr. Baueuman. That is right. 

Mr. Tuomas. What is your administrative cost and nonadministra- 
tive cost on that same basis? One-eighth ? 


LONG-TERM VERSUS SHORT-TERM BORROWING 


Mr. Baveuman. I just want to tell you a little story about last year 
on our financing. Financing got to the point in September 1957 
where it got up to 4.7. In December, the cost of our money, on public 
financing, was 4.375; our effective interest rate on our mortgages 
that we had bought was about 4.25. It is being reversed now that the 
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interest rates have changed, and that is why we are going on a long 
term. Every time we refinanced these i issues, you will notice, we kept 
paying more money for them all the time. Now we are taking the 
opportunity on low interest rates to get out on long term, so we are 
not caught with the same condition again with renewal of our deben- 
tures. 

Mr. Txomas. You are in a little competition with the Treasury, 
also, aren’t you? That is what the Treasury is trying to do. 

Mr. Baucuman. I think our business requires that we have some 
security. I think we should have some long-term debentures, because 
our investments are in long-term mortgages. 

Mr. Tromas. You are paying mortgage rates, too, when you go into 
your long term, are you not ? 

Mr. Baveuman. Yes, sir. 

Mr. THomas. Why do that? Can’t you transfer from long term 
to short term and save a little money ? 

Mr. Bavenman. I just explained that. The short term can catch 
you, as it did last year. Short term can keep going up all the time, 
and your effective rate of return on your inv estments is not sufficient 
to pay high interest rates. 

Mr. Tuomas. You got caught. You don’t want to get caught twice. 
The rule is if the same dog bites you twice that is your fault. 

Mr. Baveuman. That is why we are going out for long term. 

Mr. Tomas. You have already been bitten once. You had to 
change from short term to short term, and pay a higher price, because 
money was scarce. Now money is becoming more plentiful and there- 
fore the rate is going down, but you are going to a long-term proposi- 
tion and pay a higher rate. That doesn’ t make sense to me. 

Mr. Baveuman. That is a condition in the money market such as 
we have. 

Mr. Tuomas. Your explanation is you think it is healthy because 
you have long-term paper. What does that have to do with it, whether 
it is long-term paper or short-term mortgages ? 

Mr. Baverman. It is a a two- pronpert eltaik: We don’t want to 
have this maturing every year. We don’t know when interest. rates 
will go up again as ‘they did last year. 

Mr. Tuomas. You have a pretty good idea they are not going any 
higher unless you kick the roof off. 

Mr. Bavenman. I would say they are pretty low right now com- 
pared to what you have had. 

Mr. Tuomas. I imagine you will see it a little lower before you hit 
the bottom; will you not ? 

Mr. Baveuman. Anything is possible. 

Mr. Tromas. I don’t see any need of giving away anything right 
now in the way of paying extra premiums. The fact that you are 
dealing in short-term mortgages is no justification. 

Mr. Baveuman. There is justification. When interest rates start 
going up again you wouldn’t be in position to defend such action as 
you recommend. 

Mr. Tromas. You say if they do. 

Mr. Bavenman. Yes, sir. 

Mr. Tuomas. The trend is not if they do. The trend is that they 
are actually going down. 
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Mr. Baveuman. Yes, sir; but, when you operate a company you 
don’t live for the minute or the year, you operate on a little bit longer 
basis. 

Mr. Tuomas. A long-term basis? 

Mr. BavcuMan. You operate a little bit in the future. 

Mr. Tuomas. What do you call a little bit in the future? 

Mr. Bavcuman. I am looking ahead 4 or 5 years, 6 years. 

Mr. Tuomas. You weren’t looking ahead 4 or 5 years in the future 
when you borrowed money February 20, 1956, and then turned around 
on August 20 and borrowed more money, on 9 months. You bor- 
rowed some here for 8 months, some for 11 months. 

Mr. Baucuman. I can explain that very readily, Mr. Chairman, 
because last year there wasn’t any money in the long-term market. 

Mr. THomas. It was all short- term money. 

Mr. Baveuman. Yes, sir. Everybody saw interest rates going up 
and they wouldn’t invest in long term. 

Mr. Tuomas. Short-term money is now at a cheaper rate than long- 
term money? Isn’t that right? 

Mr. Baveuman. That is correct. 

Mr. THomas. I can’t see where you are wedded to the principle of 
paying a big interest rate when you can get cheaper money. You 
have no prohibition of transferring your short term, or renewing your 
short-term paper. That is what it 1s. 

Mr. Bauauan. I think the best example is, suppose a year from 
now these rates are considerably higher than what I am paying for 
long term now. 

Mr. Tuomas. If you make that supposition, you would have to go 
against the trend to make it. 

Mr. Baveuman. We have only had a trend for 4 months. You 
don’t know how long it is going to last. 

Mr. Tuomas. There is something in what you say. Certainly you 
ought to take advantage of the trend while it does last. We will put 
it like that. 

Mr. Bavenman. When you said take advantage of it that is only 
a temporary condition. A year from now you may have to renew 
the same ones you are taking advantage of now and you would be in 
worse shape than you are now. 

Mr. Tuomas. That didn’t bother you in February and August and 
November of 1956, and January and March and April of 1957. You 
borrowed short-term money. 

Mr. Bavenman. I just explained—you had no long-term market at 
that time because people were all investing in short term. 


COMPARABILITY OF INTEREST RATES 


Mr. Tuomas. That is not exactly argument. There were a lot of 
people borrowing long-term money. I think General Motors bor- 
rowed three or four hundred million dollars. 

Mr. Baveuman. What did they pay for it? 

Mr. Tomas. They couldn’t have paid much more than you did. 
You Bae 4.375, 4.70, 4.125. I will bet they got their money as cheap 
as you did. 

Mr. BaveuMan. They paid over 5 percent for their money and I 
am going to get it for 314 and 35, whichis good business. 
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Mr. Tuomas. When are you going to get it? You didn’t get the 
last year for that. 
Mr. Baucuman. I am getting it today. It is being sold today. 
Mr. Tuomas. I believe you said a while ago money is much cheaper 
now. 
Mr. Baveuman. That is correct. 
Mr. Tuomas. What would General Motors get it for today ? 
Mr. Baueuman. Cheaper than they did then last year. 
Mr, Tuomas. How much cheaper ? 
Mr. Baveuman. I really don’t know. 
¥ Mr. Tuomas. Don’t they borrow the money about as cheap as you 
of 
Mr. Baveuman. I think corporates are a little higher than ours. 
We get a cheaper rate than they do. 
Mr. Tuomas. Why? 


SECURITY BEHIND FNMA DEBENTURES 


Mr. Bavucuman. We have a little better security. We have mort- 
gages which are guaranteed. 

Mr. Tuomas. You mean you have the Treasury back of you; isn’t 
that the answer / 

Mr. Bavueuman. No, sir. 

Mr. Tuomas. It is bound to be. 

Mr. Yares, You have the Treasury back of you in the sense they 
guarantee payment of mortgages. 

Mr. Baucuman. I tried to say we have guaranteed and insured 
mortgages back of our portfolio. 

Mr. Yates. That is right. Insofar as the guaranty is concerned, 
the Treasury does it. 

Mr. Tuomas. If they need money and can’t get it, he goes to the 
Treasury and getsit, There is the ace card. 

Mr. Bavcuman. We haven’t had to do it. 

Mr. Tuomas. What you have to do and what you can do is two 
different propositions. It is nice to have that authority if you have 
to do it, isn’t 1t? 

This is very interesting. 


SUMMARY OF BUDGET PROGRAM 


Mr. ee aoe put pages B-5 and B-6 in the record. Put the sum- 
mary table beginning about the middle of page B-7 in the record. 
(The pages referred to follow :) 


SUMMARY OF BUDGET PROGRAMS 


Purchases.—The purchase prices at which FNMA purchases mortgages in the 
secondary market operations are required by law to be established from time 
to time “within the range of market prices” for the particular class of mortgages 
involved, as determined by the association. The price that is currently being 
paid by FNMA for a mortgage which meets its acceptability requirements varies 
in accordance with the interest rate borne by the mortgage, the location of the 
mortgaged property, and the mortgagor’s equity, based on the ratio of the out- 
standing principal balance to the lesser of (1) the appraised value of the property 
or (2) the purchase price of the property. 
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Purchases are confined to mortgages which are of such quality, type, and class 
as to meet generally the purchase standards imposed by private institutional 
mortgage investors. FNMA may not in its secondary market operations buy a 
mortgage, the original principal obligation of which exceeds or exceeded $15,000 
for each residence or family unit covered thereby, except where the property 
securing such mortgage is located in Hawaii. FNMA may not purchase a mort- 
gage in the secondary market operations if it was guaranteed by VA or insured 
by FHA prior to August 2, 1954. 

In January 1956, FNMA supplemented its normal purchasing procedures with 
a purchase option plan whereby it will purchase acceptable mortgages from a 
seller at FNMA’s current prices in the usual manner but will also, concurrently, 
permit the seller to obtain a 9-month option to repurchase the same mortgages 
at the same purchase prices. Sellers wishing to obtain such a purchase option 
are charged a fee equal to one-half of 1 percent of the unpaid principal amount of 
the mortgages involved (the fee was 1 percent until June 16, 1956) in addition to 
the usual purchase and marketing fee and stock subscription requirement. There 
has been thus far very limited utilization of this purchase option plan ($4.9 
million as of December 31, 1957). 

Mortgages purchased during the fiscal year 1957 totaled $1,036.8 million. 
Purchases during fiscal years 1958 and 1959 are estimated at $720 million and 
$500 million, respectively. 

Sales.—The FNMA sales procedure includes a provision under which prospec- 
tive purchasers may obtain reservations of specific mortgages or groups of mort- 
gages, thus allowing sufficient time in which they may examine the mortgage 
instruments and other pertinent records, inspect the collateral property, etc. 
Sales are consummated at prices which are related to purchase prices of the 
mortgages, as determined by the association. 

There were no sales from the secondary market operations portfolio during 
fiscal year 1955. Sales from this portfolio in fiscal years 1956 and 1957 amounted 
to $2.9 million and $4.8 million, respectively. With a larger established port- 
folio, sales are estimated at $25 million during fiscal year 1958. With an ex- 
panded portfolio and more seasoned mortgages, sales are estimated at $50 
million during fiscal year 1959. 

Standby commitments.—Public Law 1020, 84th Congress, authorized the asso- 
ciation to issue advance commitments in the secondary market operations onty 
at prices which would be sufficient to facilitate advance planning of home con- 
struction, but sufficiently below the price then offered for immediate purchase 
as to prevent excessive sales to the association pursuant to such commitments. 
These commitments are generally referred to as standby commitments. 

Standby commitments issued under this program totaled $160.1 million during 
fiscal year 1957, and are estimated at $125 million for each of fiscal years 1958 and 
1959. It is also estimated that approximately 50 percent of the mortgages 
covered pursnant to these commitments in each fiscal year will be offered to 
FNMA for purchase. Purchases consummated pursuant to these commitments are 
ineluded in the total estimated purchases for each fiscal year. 

Serr'cing.—At the time a home mortgage is offered to FNMA for purchase, 
the seller must make arrangements for the servicing of the mortgage. As full 
compensation for the performance of the servicing duties, the servicer is per- 
mitted to retain from each full monthly installment collected an amount equal to 
% of 1 percent per annum computed on the same principal amount and for the 
same period as the interest portion of that installment and may also retain the 
late charges, if any, paid by the mortgagor. The accounts of mortgage servicers 
are subject to examination and audit by FNMA’s audit staff on a periodic basis. 
This insures that the Government’s interests are fully protected and that the 
provisions of the servicing agreement are being followed. Multifamily rental 
housing mortgages are serviced directly by FNMA. 

The average portfolio serviced in this operation during fiscal year 1957 was 
$740.8 million. It is estimated that the average portfolio to be serviced will be 
$1,570.6 million and $2,093.1 million during fiscal years 1958 and 1959, respectively. 

Summary of workload and portfolio results—The actual and estimated mort- 
gage activity under the secondary market operations, as set forth in the Presi- 
dent’s budget, is shown in the following table: 
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Workload, number of mortgages 


| 1957 actual | 1958 estimate | 1959 estimate 


Ras 
Ne nn en et tenia Renae nal cols 91,151 | 61, 000 | 42, 600 


Mortgage sales.._____.._.---._--- who 491 2, 100 | 4, 200 
Average number of mortgages serviced... ..20...--..-2---.3sb- | 69, 435 | 143, 700 | 189, 150 
i | 





Portfolio results (in thousands) 





1957 actual 1957 actual | 198 1sRestimate 1959 estimate 





Mortgage purchases..-........-....-.---.---. See dee $1, = = | $720, 000 $500, 000 
Mortgage sales ....__..-- be chk PULL a 5d. JdSE S061 4.28 7 25, 000 | 50, 000 
DESEREIRS TORINO ois ise i cin si cil his Shik pce tee 7 352 40, 000 | 70, 000 
BO Oe Fn. enn tienntedenrile teee- chabseonbihien | 1, 248, 124 jor 1, 903, 124 | 2, 283, 124 





Net effect on budget and trust exrpenditures.—Expenditures by FNMA for 
mortgage purchases, reduced by the amount of receipts from sales, repayments, 
other credits, and operating income, are charged for budget purposes to a trust 
account in the Treasury because of the quasi-public nature of the operation. 
Profits of the secondary market operations will similarly be held in trust (after 
payment of dividends) for the Treasury and for the private owners of the common 
stock. 

The net effect of the secondary market operations on budget expenditures 
arises from the Treasury’s subscription for the preferred stock and from interim 
borrowings. The net effect of operations under this program are as follows: 





Actual, Estimate, Estimate, 
fiscal year 1957|fiscal year 1958jfiscal year 1959 


Net effect on budget expenditures__._._-__.._-- _..----} —$41, 247, 496 —$1, 233, 814 $10, 000, 000 


Net effect on trust expenditures____.........._-..---.---.-- 970, 657, 332 580, 153, 981 335, 000, 000 


Spectra, ASSISTANCE PROGRAMS 


Mr. Tuomas. Mr. Reporter, let’s take a look at the special assistance 
programs. Put C—1 in the record. 
(The page referred to follows :) 


Special assistance functions—Program highlights 


(Principal amounts of mortgages—in thousands] 
: 3 
1957 actual | 1958 estimate | 1959 estimate 











| 
es 
| 











Mortgages on hand beginning of year- piustl Jes Do ced $428 $24, 625 $155, 625 
Purchases of mortgages. - --. a pT. = see een thee 24, 342 135, 000 | 321, 500 
Sales. -_. 4 elit dadh ia aseiaisdhin Laeditmniats aimee Z . 
Repayments and other credits. _.__- eet 145 4, 000 12, 300 
| — oni oe 
Mortgages on hand end of year_-_.--......-.-..--+..---. 24, 625, "155, 625 464, 825 
Commitments on hand beginning of year - Jn. SAR Bh oe 19, 255 336, 188 690, 688 
Commitments issted to purchase mortgages. hive) odbnb~aob 343, 295 522, 500 | 315, 500 
Purchases from commitments and commitments canceled --.-- 26, 362 | 168, 000 | 338, 500 
Commitments on hand, end of year_...__- LT 336, 188 690, 688 R67, 688 
| 


: 
: 
| 
' 





: 
: 
: 
| 
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TYPES OF PROGRAMS 


Mr. THomas. Where are these programs enumerated ¢ 
Are there 4 or 5 of them ? 

Mr. Hanp. They are page C-—5, sir. 

Mr. THomas. Put page C—5 in the record. 

(The page referred to follows :) 


{In mitjons) 


Sy pahiie Rashes aera “Pa 
| 
1957 actual | 188 estimate 1959 estimate 


| 
| Estimated 
unused 
authority, 
June 30, 1959 


| 

0 | 40.0 $1.6 
| 11.0 | 

| 

| 




















- aaa | 











1, Urban renewal_- __ tl gex $44.0 “ $249. 5 
2. Housing for the elderly. sd. wh dase. td 3.2 
3. Alaska and Guam de fense, disaster, and 
a Ta A wes tinge nh Sin ear eeinad tein 1.9 12.5 
4, Armed services housing... __.-....._...-_.-- 199. 9 250. 0 Be 16.9 
5, Cooperative housing. _--.._- dist Fy. haze 94.3 60.0 | 15.0 39.0 
Ear oe, Se ame ee eee oo ee 343. 522.5 315.5 57.5 





Mr. Tuomas. The programs are for'urban renewal, housing for the 
elderly, Alaska and Guam defense, armed services, and cooperative 
housing. 

The table shows actual and estimated commitments in terms of the 
aggregate principal amounts. 

Will you put one more column in there? Insert how much unused 
authority you have. 

Mr. Hanno. We will do that when the transcript comes over. 

Mr. Tuomas. Can you read it now? Do you have the figures avail- 
able here ? 

Can you read them into the record right now ? 

You have already set it out in the other part of the justification. 
Can you read them for us now ? 

Mr. Hann. Yes, sir. 

Mr. Bavenman. I can give you armed services. It is about $12,- 
809,000, and cooperative housing is $45 million on consumer-type 
cooperatives. 

Mr. THomas. That is the unused part of your authorization ¢ 

Mr. Baveuman. Yes, sir. As of today it is $234 million used on 
the first three programs. 

Mr. Tuomas. Is there any time limitation on this program? 

Mr. Bavenman. Some of them revolve, and some of them do not 
revolve. That isthe only difference in the programs. 

Mr. THomas. When you give out of authorizations, you have to go 
and obtain some more money, then; is that right? 

Mr. BavguMan. That is right. 


USE MADE OF SPECIAL ASSISTANCE FUNDS 


Mr. Tuomas. At this point in the record we will insert the bottom 
part of page C-3 into the record. 
(The page referred to follows :) 


Use Mane or Specrat ASSISTANCE 


Programs involving new and unfamiliar types of mortgages, or mortgages cov- 
ering housing of a character different from that usually encountered by mortgage 
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lenders, often fail initially to find sufficient mortgage funds available to achieve 
the objectives intended by the Congress. On several occasions in the past, the 
Association has provided assistance in the early years of certain housing pro- 
grams pending more widespread understanding and acceptance thereof by private 
mortgage investors. Examples of this kind of special assistance in the past are: 

(1) FHA-insured home mortgages generally (this was the primary pur- 
pose for which FNMA was organized in 1938), especially those insured 
pursuant to section 207 and low-equity mortgages under section 203 (b) (2) 
(c) of the National Housing Act; 

(2) VA-guaranteed home loans, following the introduction of low-equity, 
low-interest, long-maturity GI home loans guaranteed under the Service- 
men’s Readjustment Act, as amended ; 

(3) Mortgages on defense and military housing, constructed during World 
War II and the Korean emergency. 

The new programs under the special assistance functions, with the exception 
of housing for the elderly, are generally extensions of past activities which were 
designed to assist new housing programs until such time as the market became 
more familiar with the types of mortgages involved and was willing to furnish 
the needed mortgage funds in the regular course of business. 

FNMA’s budget programs in 1958 and 1959 do not envision the use of its 
special assistance functions to assist the general home mortgage market as set 
forth in section 301 (b) (2) of the charter act provisions, i. e., it is not anti- 
cipated that economic conditions will be such as to necessitate special assistance 


for home mortgages generally to retard or stop a decline in mortgage lending 
or construction. 


Mr. Tuomas. This page gives very good explanatory information. 
SUMMARY OF BUDGET PROGRAM 


Page 5 summarizes what is what. We will insert page 5 of the 
justifications into the record at this point, as well as page 6. 
(The pages referred to follow :) 


Proposep Use or SpecrAL ASSISTANCE AUTHORIZATION AND ANALYSIS OF BUDGET 
PROGRAMS 


The total amount authorized by the charter act for commitment to purchase 
and purchase of mortgages, under direction of the President of the United 
States, is limited to $450 million outstanding at any one time and the amount 
which may be outstanding at any one time pursuant to the direct authorization 
of the Congress is limited to $650 million. _ 

Because of anticipated demands on FNMA, resulting principally from the 
tight-money market, additional authorization in the amount of $90 million will 
be required during the period covered by these estimates for support of pro- 
grams requiring presidential determination, thus making a total of $540 million 
in authorization needed to support the construction of housing in this category. 
These estimates do not contemplate any change in the authorization for title 
VIII housing morgages or for section 213 cooperative housing mortgages. 

The following table shows actual and estimated commitments in terms of 
the aggregate principal amounts, rendered in fiscal years 1957, 1958, and 1959. 


{In millions] 

1957 actual | 1958 estimate | 1959 estimate 

indent an tab aietabheenengentiias aetiont™ $44.0 $180.0 $249. 5 
S Haemeeee Sor C0 Olt F ask hhh deine chs Laid 3.2 20.0 40.0 
3. Alaska, Guam, defense, disaster, and military.............- 1.9 12.5 11.0 
| lida emastecehaconpeeeneee 199. 9 SR @ t......-icece 
5. Cooperative housing. ._.........-...------2-21-..--.--.--- 94.3 60.0 15.0 
Ni cana nriiecenateeensewantibaconsieniaaseil 343. 3 522.6 | 315.5 


Purchases during fiscal year 1957 amounted to $24.3 million; in fiscal years 


1958 and 1959 they are estimated to amount to $135 million and $321.5 million, 
respectively. 
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There were no sales of mortgages from the special assistance functions port- 
folio during fiscal year 1957; none are expected during fiscal years 1958 and 
1959. 

The servicing of this portfolio is conducted in the manner described earlier 
under “Secondary market operations.” The workload under this caption was 
$12.5 million for fiscal year 1957; for fiscal years 1958 and 1959, the portfolio 
to be serviced is expected to average $90.1 million and $310.2 million, respectively. 

The following table sets out the anticipated workload for the period covered 
by these estimates : 


Number of mortgages 





1957 actual | 1958 estimate | 1959 estimate 





PROBL. 3a hah hk kin) ikke pt dill ob ochitbn abAe 1, 859 13, 500 * = 
Commitments and authorizations issued.............--....... 10, 724 36, 400 


Servicing (average number)............................--.-..- 975 7, 700 = oo 





FINANCING 


The special assistance functions will be financed by borrowings from the 
‘Treasury, recoveries from the portfolio and income from operations. The fol- 
lowing table shows the amount of actual and estimated financing to be derived 
from each source: 


{In millions] 
1957 actual | 1958 estimate | 1959 estimate 
Borrowings from Treasury (net). ..........-............--.--- $21.6 $125.0 $298. 0 
I, (UR, «5 0 sientumansgumsnnncteiiamcetacadad yy 4.0 12.3 
SO GED a n.80 05h tenn decghheeeeeosdibogiihtercdalbtnian 2.4 5.1 6.8 
ROO... caiatntindadpacyisecntandeiwdnadéntihseehebinnes 24.1 134.1 317.1 


Mortgage sellers are not required to purchase the common stock of FNMA 
in connection with purchases or contracts for purchases under the “Special 
assistance functions,” nor is there any recourse to the capitalization of hNMA 
as in the secondary market operations. All the benefits and burdens incident 
to the administration of the special assistance functions inure solely to the 
Secretary of the Treasury. 

Net effect on budgetary expenditures.—The expenditures of FNMA for oper- 
ations and for mortgage purchases, reduced by the amount of repayments, other 
credits, and operating income are charged against budgetary expenditures. 
This amounted to $21.1 million in fiscal year 1957 and is estimated at $122.7 
million in 1958 and $292.9 million in 1959. 


WORKLOAD ESTIMATES 


Mr. Tuomas. You state: 


The following table sets out the anticipated workload for the period covered 
by these estimates. 


You go from 1,859 in 1957 to 13,500 in 1958, and up to 22,750 esti- 
mated for 1959. 


That is all tied to purchases? 
Mr. Bavecuman. That is special assistance. 


Mr. Tuomas. I mean it is for your five programs under “Special 
assistance” ? 


Mr. BAuGHMAN. sir. 
Mr. Tuomas. What ae you mean by ° ‘commitments and authoriza- 


tions issued” where you cothnats you will have 43,050 in 1959 as against 
36,400 in 1958 ? 


Mr. Hanp. That is the issuance of a commitment. 


22311—5&—pt. 2——_-71 
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Mr. Baueuman. And on these special housing programs we give 
commitments out prior to purchase. On 1-family houses the commit- 
ments run for 1 year, ak on multifamily projects they run for 24 
months. 

- Mr. Tuomas. There is a timelag between your commitment and your 
actual financing, then ? 

Mr. Baveuman. Yes, sir. 


FINANCING OF SPECIAL ASSISTANCE 


Mr. Tuomas. You state at page C—6 of the justifications: 


The special assistance functions will be financed by borrowings from the 
Treasury, recoveries from the portfolio, and income from operations. The fol- 
lowing table shows the amount of actual and estimated financing to be derived 
from each source. 

Your borrowings from Treasury reflect. an increase from 1958 of 
$125 million as against the estimated $298 million for 1959, 

Sales, repayments, et cetera, for 1959 is $12.3 million as against $4 
million im 1958. 

You are certainly on the upgrade. 


NET INCOME 


zon have a net income of $6.8 million in 1959 against $5.1 million in 
1958 ¢ 

Where is that income coming from in this program ? 

Mr. Bateuman. Well, on commitments we charge a three-quarters 
of a percent commitment fee at the time we issue the commitment, and 
we also charge a fee of three-quarters of 1 percent when we purchase 
the mortgage. That is done by direction of the Congress, and by the 
law of last year. That is where we get our income. 

Mr. Tuomas. There is your break ; is it not? 

Mr. Baucuman. Yes, sir. As we purchase a mortgage, sometimes 
we will maybe make some more money. 

The difference between what we get as a return on the mortga 
and what we pay interest to the Treasury for borrowed money is the 
source of our income. 

NET BUDGET EXPENDITURES 


Mr. Tuomas. This is a pretty good sentence, and it is worth repeat- 


ng. 
Please look at the bottom of page C-6 where the following is stated : 


The expenditures of FNMA for operations and for mortgage purchases, reduced 
by the amount of repayments, other credits, and operating income ere charged 
against budgetary expenditures. This amounted to $21.1 million in fiscal year 
1957, and it is estimated at $122.7 million in 1958 and $292.9 million in 1959. 

That is against what? Is that against your total operating costs 
in and outside of your limitation ? 

Mr. Baveuman. You are confusing borrowed money and operat- 
ing costs there. 

Mr. Tuomas. This is not operating income. 

Mr. Baucuman. No; this is expenditures for FNMA on operations 
for mortgage purchases, reduced by the amount of repayments and 
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other credits, and operating income are charged against budgetary 
expenditures. 

r. Tuomas. Expenditures for operations and mortgage purchases 
reduced by the amount of repayments and other credits and operating 


income are charged against budgetary expenditures. _Then you say 
“this amount.” 


What do you mean by “this amount”? 

Mr. Hanp. The amounts are quoted there, sir. 

Mr. Tuomas. What is “this”? That is the ambiguous part of it. 

Mr. Wrecxrne. This refers to net budgetary expenditures, Mr. 
Chairman. 

Mr. Tuomas. It refers to expenditures and not income? 

Mr. Wiecxrine. This is net expenditures. It is total disbursements 
less receipts. 

Mr. Tromas. Is this your net expenditure, $21.1 million? 

Mr. Wreckrine. Yes, sir; that was net expenditure in fiscal 1957. 


NET INCOME 


Mr. Tuomas. What was your net income ¢ 

Mr. Wieckina. The net income in 1957 was $2.4 million. 

Mr. Tuomas. Was that in addition to your hmitation—your opera- 
tions limitation ? 

Mr. Baveuman. The net income is derived from the act of Con- 
gress providing the money for the purchase of mortgages and the 
difference between the cost of borrowed money and the income from 
your investment, plus these fees that I spoke of—commitment fees, 
and purchasing and marketing fees. 

Mr. Tuomas. Your net income was $2.4 million in 1957 ? 

Mr. Wiecxine. That is right. 

Mr. Bavcuman. This is net income. This is income and expense, 
and not investment. 

Mr. Tuomas. Is that from what you pay your dividend with ? 

Mr. Baueuman. We do not pay any dividend in this special-assist- 
ance operation. All the money we make here accrues to the benefit of 
the Treasury. For example, we paid them $2.4 million last year. 

Mr. Tuomas. This is the part which is particularly guaranteed by 
the Government ? 

Mr. Baveuman. This is financed by the Government for special 
housing programs for the Government. 

Mr. Tomas. On the basis of Treasury authorization and everything 
else, what does it cost you to operate this part of your program 

Mr. Hann. I do not think I have that figure. 

Mr. Wreckrne. The allocated administrative expenses under the 
limitation in fiscal year 1957 was $89,200. 

Mr. Tuomas. Is that included in your expense there? 

Mr. Wieckrine. Yes, sir. 

Mr. THomas. And over and above that you have—— 

Mr. Wiecktne. A net income over and above that of $2.4 million. 

Mr. Tuomas. I get back to my original statement: The man is not 
in business for his health. On this part of the program he made $2.4 
million, which is a pretty nice business. 

Congratulations. Is there any argument about that? 

Mr. Baveuman. No, sir. 
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MANAGEMENT AND LiqumpaTING FUNCTIONS 


Mr. Tuomas. At this point in the record we will insert page D-1 of 
the justifications. 
(The page referred to follows :) 


Management and liquidating functions—Program highlights 





[In thousands] 

1957 actual | 1958 estimate | 1959 estimate 
Mortgages on hand, beginning of year__...........+.-.---.--..- $2, 469, 977 $2, 332, 189 $2, 182, 435 
PE OING indented ind dddnata~sbwheshbbenaesabsciicoesthu<- 16, 975. ee Se 
UE nthnimosegeimede~ tain ton dm apo -dehe =~ Sapa shb44daq vehnbiysts- Hibsinn <p 6 <gsnph Lol. =o yagagewens lequusiunidcad 
SERENE, COME. Sn oe ons ce lLLS dn aele lon cd hcemabe-bullac See 154, 763 150, 000 150, 000 
Mortgages on hand, end of year_._........-.-....- bron demutlieon 2, 332, 189 2, 182, 435 2, 032, 435 
Commitments on hand at beginning of year___.............--. 17, 944 BIO 1694-222 dondud 
Commitments on hand at end of year_.......-...-..--.......- BEB oda n scale Mel ks <a dntneuan 
Net repayments to Treasury during the year_................- 143, 350 153, 000 154, 000 





Mr. Tuomas. This is your liquidating function. Well, you are in 
business. 

In 1957 you had $2,469,977,000 in mortgages. 1957 must have been 
based upon any way you look at it, the toughest of the 3 years, 
1957, 1958, and 1959. 

Is that correct? 

Mr. Bavecuman. I think the approach to this is not quite correct, 
if I may say something. 

Mr. Tuomas. Go ahead. 


ORIGIN OF THE MANAGEMENT AND LIQUIDATING PORTFOLIO 


Mr. Bauecuman. This is a static portfolio that was accumulated 
prior to the act. 

Sane. Why is it static? Is it static because you could not 
sell it 

Mr. Baveuman. No, sir; this is an accumulation of our portfolios 
prior to the passage of the act of 1954. 

We were asked to manage and liquidate this portfolio in an orderly 
manner, and most of our liquidation comes in the way of repayments 
which you can see there on the fourth line where we have the sum 
of $154 million in 1957 and $150 million in 1958, and $150 million in 
1959. 

REPAYMENTS 


Mr. Tuomas. Where do you get the repayments? Are those pay- 
ments on the mortgages? ; 

Mr. Baveuman. The people pay off the mortgages on an amortiza- 
tion basis. 

Mr. Tuomas. The largest amount of mortgages you had on hand 
was in 1957. That amount goes down slightly in 1958, and in 1959 
you still have $2,182,435,000. 

Mr. Bavenman. And in 1958 it was $2,332,189,000, and for 1959 
the estimate is $2,182,435,000. 

Mr. Tuomas. That means how many you are going to sell? 

Mr. Bavenman. These are repayments. We are not putting these 
mortgages up for sale. 





ee eiaiceeieaimeniaamnnnienteieiianiinmantaiaiieiademdieiiaeadadiiealll 
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MORTGAGE SALES 


Mr. Tuomas. None of them is for sale now? 

Mr. Baucuman. No, sir; because we would have to take a loss 
on them. 

Mr. Tuomas. Do you have a prohibition in the statute on selling 
them ¢ 

Mr. Baveuman. No, sir. 

Mr. SOMA, It is the result purely of the condition of the financial 
market ? 

Mr. Baveuman. We decided to hold these mortgages off the mar- 
ket due to the condition of the mortgage market. 

Mr. Tuomas. This is handled, more or less, on a month-to-month 
basis, or on the basis of every 2 or 3 weeks; is that right? 

Mr. BaucumMan. It can be changed as a matter of policy at any time 
if we determine to sell it. 
Mr. Jonas. Off the record. 
(Discussion off the record.) 


ORIGIN OF THE PORTFOLIO 


Mr. Tuomas. At this point in the record we will insert pages D-2 
and D-3 of the justifications. 
(The pages referred to follow :) 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Sections 301 (c) and 306 of the FNMA Charter Act require the Association 
to manage and liquidate its portfolio of mortgages acquired pursuant to con- 
tracts entered into prior to November 1, 1954, in an orderly manner, with a 
minimum of adverse effect upon the residential mortgage market and minimum 
loss to the Federal Government. Prior to November 1, 1954, liquidation was 
accomplished solely through regular repayments of mortgages according to 
their amortization schedules, sales of mortgages to private investors as rapidly 
as they could be absorbed without undue disruption of the mortgage market, and 
other principal credits arising from repayments, foreclosures, and conveyances 
in lieu of foreclosure. That method will continue. The Charter Act now provides 
that, to the maximum extent and as rapidly as possible, private financing will 
be substituted for Treasury borrowings otherwise required to carry mortgages 
held in this portfolio and to that end the Association is authorized to issue notes 
or other obligations for sale to private investors. The proceeds of any such 
private financing are required to be paid to the Treasury in reduction of the 
Association’s outstanding indebtedness. 


ORIGIN AND CHARACTER OF THE PORTFOLIO OF THE MANAGEMENT AND LIQUIDATING 
FUNCTIONS 


As explained in the introduction to this justification, FNMA was initially 
chartered in 1988 as a Government-financed secondary market facility for 
FHA-insured mortgages, and its field of activity was subsequently expanded 
to include VA-guaranteed home loans. The portfolio of FNMA, which will be 
managed and liquidated pursuant to the Charter Act, is the net result of the 
Association’s activity during almost 17 years of operation under the preceding 
charters. A cumulative summary of these operations through October 31, 1957, 
is shown in the following table: 








{In millions] 
| FHA VA | "Total 
Mortgage purchases............ 2.22.2 222-20 l ieee | $1, 909. 4 $3, 010. 6 $4, 920. 0 
NNN SOR as <i iis kc cea ceasdlsce so Ahsan labo’ 692. 5 937.4 1, 629. 9 
Repayments and other credits.................-...--...-.-__- 412.5 589. 1 1,001.6 
Mortgages in portfolio, end of period_................-----.--- .5 0 2, 288. 5 
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The last line of this table shows that the portfolio of the management and 
liquidating functions on October 31, 1957, consisted of $2,288.5 million of FHA 
and VA mortgages to be liquidated. These sums do not include the $2.2 million 
-of direct mortgages and $41.5 million of Defense Home Corporation notes ac- 
‘quired from RFC pursuant to Reorganization Plan No. 2 of 1954 and of which 
$0.4 million and $37.8 million, respectively, were on hand on October 31, 1957. 
‘Thus, the total of the mortgages and notes to be liquidated aggregated $2,326.7 
million. 

Each mortgage in the portfolio, to some extent, presents a different liquidating 
problem. The policy of FNMA, subject to the requirements of the Charter Act, 
pee to dispose of the portfolio by sale to private investors as rapidly as 
feasible. 

The portfolio consists principally of seasoned mortgages yielding 4, 414, and 
414-percent interest. 

For the period covered by this budget, it is assumed that the condition of the 
home-mortgage market will be such that no mortgage sales will be consum- 
mated during 1958 and 1959, but repayments, foreclosures, etc., will amount to 
an estimated $300 million. This amount represents approximately 13 percent 
of the total liquidating task. 


CHARTER REQUIREMENTS IN LIQUIDATING THIS PORTFOLIO 


The Charter Act provides certain specific requirements which must be ob- 
served in connection with the liquidation of the portfolio of the management 
and liquidating functions: 

(1) Liquidating must be accomplished in an orderly manner. FNMA inter- 
prets this requirement to mean that there will be no bargain sales of mort- 
gages from the portfolio; 

(2) Liquidation must be attained with a minimum of adverse effect on the 
home-mortgage market. The release of the total amount of the portfolio, or 
even a substantial share of it, at or below the current market rates would 
undoubtedly have an adverse effect upon the home-mortgage market for an 
extended period of time. In this connection, the association on October 24, 
1955, suspended the sale of mortgages held in this portfolio, and the suspension 
currently remains in effect ; 

(3) Any loss to the Federal Government by reason of liquidation must be 
minimized. Since the FNMA operations have been a successful profitmaking 
enterprise for the Federal Government, operating without overall loss even 
during the periods when mortgages were sold from the portfolio at appreciable 
discounts, this requirement is being interpreted as a directive not to accelerate 
the rate of liquidation of the portfolio of the management and liquidating 
functions by the device of selling mortgages at excessive discounts. 


Mr. Tuomas. I note your increase dollarwise, but what is the num- 
ber of these old mortgages in your liquidating portfolio? 
Mr. Hanpv. On December 31, 1957, there were 327,300. 


PRIVATE FINANCING 


Mr. Tuomas. At this point in the record insert page D-4 of the 
justifications. 
(The page referred to follows :) 


PRIVATE FINANCING TO BE SUBSTITUTED FOR TREASURY FINANCING 


The Charter Act requires that the Treasury’s financial investment in the 
management and liquidating portfolio be retired as rapidly as feasible. The 
operations under this program will be financed by the sale of nonguaranteed notes 
to private investors, income from operations, and recoveries from the portfolio 
through mortgage repayments and through sales of mortgages when market 
conditions warrant. 


Issuance of nonguaranteed notes 


The notes issued to private investors to replace Treasury financing of the 
management and liquidating functions are not guaranteed by the United States, 
or by any instrumentality of the Government other than FNMA. The law stipu- 
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lates that the proceeds from the sale of obligations shall be paid into the Treasury 
for the purpose of reducing the Association’s indebtedness to the Treasury. In 
this manner, the charge against the public debt represented by the portfolio of 
FNMA’s management and liquidating functions is reduced by the proceeds from 
the sale of its notes to private investors. 

The terms and rate of interest of FNMA’s notes are determined by FNMA, with 
the approval of the Secretary of the Treasury. 

The first issue of such nonguaranteed notes took place on January 20, 1955. 
On this issue FNMA, with the approval of the Secretary of the Treasury, fixed an 
interest rate of 2%4 percent and a term of 3 years. The total amount of the issue 
was approximately $570 million and matured on January 20, 1958. It is being 
refinanced by an issue which has a 2%o-year term (August 23, 1960) and interest 
rate of 354 percent. The amount of notes offered under this issue was approxi- 
mately $750 million. The proceeds, in excess of the maturing issue, will be 
used to repay a portion of FNMA’s indebtedness to the Treasury. 

The second issue of such nonguaranteed notes took place on October 20, 1957. 
On this issue, with the approval of the Secretary of the Treasury, FNMA fixed 
an interest rate of 4% percent and a term of 8 months. The total amount of the I 
issue was approximately $802 million. For the purposes of this budget, it has 
been assumed that any further short-term issues to be marketed during fiseal 
years 1958 and 1959 will mature in the year of issue. 


Treasury financing 


The Secretary of the Treasury is authorized to purchase FNMA’s notes as a 
public-debt transaction, as in the past. Such notes will bear interest at rates 
determined by the Secretary of the Treasury, taking into consideration the 
current average rate on outstanding obligations of the United States as of the 
last day of the month preceding the issuance of such notes or obligations of the 
Association. 


WORKLOAD ESTIMATES 



























Mr. Tuomas. I note that at page D-5 of the justifications you set 
out your mortgage purchases. This is in numbers and not dollars; in 
1959 you estimate 320,000 as against 328,000 in 1958, and 336,340 in 
1957 ; is that correct ? 

Mr. Hanp. That is the average amount of servicing we have to do 
for this. 

Mr. Tuomas. Where is the actual number? 

Mr. Hanp. On page F-5. 

Mr. Tuomas. With reference to this 336,340 figure, how often do 
you service them ¢ 

Do you credit each one of the monthly payments ? 

Mr. Bauveuman. Yes, sir. 

Mr. Tuomas. Is it on a 12-month basis? 

Mr. Hanp. We have only, on an average, that many transactions. 

Mr. Tuomas. You have about 25,000 mortgages? 

Mr. Hanp. No, sir; it is that many each month. 

Mr. THomas. Let us see. 

Mr. Bavenman. We have about 478,000 mortgages. 

Mr. Tuomas. You do not set it out on page F—5 of the justifications 
as to the number? 

Mr. Bavenman. No; he has the average there. As of December 31 
we had 479,740 mortgages in the portfolio. | 

Mr. Tuomas. That includes the secondary market, the special as- - 
sistance, and all of your Big Three activities ? 

Mr. Baveuman. Yes, sir. 

Mr. Tuomas. In round figures, it is about 480,000 ? 

Mr. BaveuMan. Yes, sir. 
Mr. Tuomas. That isa lot of paper; is it not? 
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Mr. Bavenman. It sure is, and it is a lot of work. It involves 
monthly payments. 


SERVICING OF MORTGAGES PROCEDURE 


I might say we have what we call a single-debit system in operation 
in the accounting department, and we saved an awful lot of employees 
2 or 3 years ago by putting that system into effect. The servicers re- 
port monthly. all of their collections, and we merely tally them and 
put them together, and check them instead of keeping individual 
accounts ourselves. 

Mr. Jonas. You do not credit the total, then, each month? 

Mr. Baveuman. We do not; but they do. They report on the 
amount that they credit. 

Mr. Tuomas. That must be a tremendous bookkeeping job. 

Mr. Jonas. Do they actually enter it each month on the note? 

Mr. Bavcuman. Not on the note. They have a ledger sheet for 
each borrower. 

Mr. Jonas. They have to enter it, though ? 

Mr. Baveuman. Yes, sir; they do. 

Mr. Tuomas. That means you have to have 480,000 cards? 

Mr. Baveuman. Well, it is split where we have about 1,000 serv- 
icers to do our job for us. 

Mr. Tomas. You farm out nine-tenths of this work; do you not? 

Mr. Baveuman. That is correct. 

Mr. THomas. But even at that, and supposing it were one complete 
operation, then it would be equivalent to this operation over in Balti- 
more of the Social Security Administration. 

Mr. Bavcuman. Yes, sir. 


ADMINISTRATIVE EXPENSE 


Mr. Tuomas. At this point in the record we will insert page F-2 of 
the jameteation, 
(The page referred to follows :) 


TaBLE I.— Administrative expense, by activity (Under limitation) 


Activity 1957 actual | 1958 estimate 1959 estimate 

Secondary market operations... -..........----.-.-...-.+.-.-- $2, 031, 195 $2, 300, 000 $2, 200, 000 
Special assistance functions_-.-___..........-.-.-.-----..--.--.- 89, 200 525, 000 675, 000 
Management and liquidating functions..................-..-. 1, 823, 900 1, 925, 000 1, 875, 000 
CEDRUS hekin deriidcasenigihineseegnisbimanesiibnuens 3, 944, 295 4, 750, 000 4, 750, 000° 


Mr. Tuomas. This item covers your administrative expense. 

I note you have a nice little short table with regard to this item. 

You also hold the administrative expense down to the same figure 
it was last year, $4,750,000. However, you went up about $800,000 


‘ last year over the year before.. You break it down between the three 


programs: “Secondary market operations,” “Special assistance func- 
tions,” and “Management and liquidating functions.” 

Then you list the amount of money which you have made and you 
have really made it. 
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EMPLOYMENT BY ORGANIZATION UNIT 


I note you have, for 1958, 752 jobs, and you also will have the same 
number for 1959. 


: At this point in the record we will insert page F+3 of the justi- 
cations. 
(The page referred to follows: ) 


Comparison of personnel, by organizational unit 


























Organizational unit 
Man- 
years 
Departmental: 

Ce Oe SON SI on concn ccccacqusccsccssos 7.9 9 8.5 8.5 
Office of the General Counsel--.................... 9.6 12 11.3 11.3 
Office of the Controller--.......-.--.----..--i-..2 20.0 25 23.5 23. 5 
Office of the Secretary-Treasurer__................ 27.4 35 32.9 33.8 
pS EE ae 3.5 3 2.8 2.8 
Examination and Audit Division._.........._...- 5.5 6 5.6 6.6 
Loan Admin jon Division.........-...-...... 9.3 12 11.3 11.3 
yp i a a a 4.8 5 4,7 4.7 
Total, departmental. ..............-.-...-...... 07 00.6 102. 5 


Field (Agency offices): 





Office of the Agency Mamager.................4... 23.5 
Controller’s Division. wt Shababnubidescmeecbcedetetad 219.0 
xamination and Audit Division................. 39. 5 
RT ME inc! cnaaslhaneteeccncesaboasankounsen 43.2 
ei a es 147.6 
Secretary-Treasurer’s Division.................... 131.6 
DN, WR ciccccieiincteadiibenei cme 643 604. 4 
== — 

a 762 706. 9 


Mr. Tuomas. This page shows the distribution of the jobs in the 
Pio but you have a few administrative jobs in the field; do you 
not 

Mr. Baucuman. Yes, sir. They are covered right below the de- 
partmental positions. 

Mr. Tuomas. How many of them do you have? 

Mr. Baveuman. Well, you can see recorded that we have there 25 
in the office of the agency manager, and we have 233 in the Controller’s 
Division. They take care of the accounting. 


FIELD EMPLOYMENT 


Mr. Tuomas. As a matter of fact, you have about three-fourths 
of all your people in the field ? 

Mr. Bavenman. Yes, sir. 

Mr. Tuomas. What kind of bookkeeping is that? 

cx Bavormay. What do you mean “what kind of bookkeeping 
is that? 

Mr. Txomas. That is what I want to know. With reference to 
these people in the field, and if they are under the general classifi- 
cation, they ought to be counted as nonadministrative people rather 
than administrative because of the type of job they do. 

Mr. Bauecuman. I would not agree with that. Actually, our func- 
tion is purely administrative all the way through. 


Se 
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Mr. Tuomas. Even though they are all in the field? 

Mr. Baveuman. Sure. 

Mr. Tuomas. Well, a man who is servicing a mortgage is really 
administering the mortgage; is he not? What is the distinction? 

You do not follow the general pattern. However, you may be right 
technically. 

Mr. BaucuMan. May I answer your question, please? 

Mr. Tuomas. You may do anything in here you want to, Judge. 


FEE SERVICING 


Mr. Baveuman. The man who services the mortgage is paid one- 
half of 1 percent for the collection and bookkeeping on the mortgage. 
He is not on the administrative payroll. He is paid by a fee. 

Mr. Jonas. You mean he works for a bank and you pay the bank 
the fee? 

Mr. Baveuman. Well, that could be; yes, sir. 

Mr. Jonas. All right—— 

Mr. Baveuman. Well, whoever the servicer is. It could be an in- 
dividual or a corporation. 

Mr. Jonas. It is usually banks; is it not? 

Mr. Baueuman. It can be a bank, but I think the majority of our 
servicers are what we call mortgage brokers, and not necessarily banks. 

Mr. Jonas. You pay them a total fee, and they hire and pay the 
personnel to do the actual work? 

Mr. Baveuman. Yes, sir; that is correct, but that is not in this list. 


WORKLOAD SUMMARY 


Mr. Tuomas. We will insert at this point in the record the bottom 
part of page F—4 of the justifications. 
(The page referred to follows :) 


WORKLOAD SUMMARY 


The principal operating functions involved in the conduct of the various 
activities of FNMA are purchase of mortgages, sales of mortgages from the port- 
folio to private investors, servicing of mortgages owned, and issuance of commit- 
ments and authorizations for the purchase of mortgages. These operating func- 
tions have not been basically changed by any legislative provisions mentioned 
earlier in this justification; however, some of the procedures necessary to 
accomplish FNMA’s responsibilities are now more complex and difficult. The 
issuance of commitments and the shift to public financing of the major portion 
of the association’s activities have assumed additional importance in the ensu- 
ing years. Bach of these functions will be commented upon separately under 
“Justification by activity,” which follows table III. 

The following table (table III) shows the workload incident to the principal 


operating functions, in terms of units handled during each of the fiscal years 
covered by these estimates. 


Mr. Tuomas. This is your workload summary. 


We will also insert in the record at this point page F-5 of the 
justifications. 
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Taste III 


1957 actual | 1958 estimate | 1959 estimate 















Mortgage purchases: 
Secondary market operations. a Sykntk cei 
Special assistance functions. .._......---..--....--+4+44--. 


Secondary market operations. - b. iate ee ae 
Special assistance functions. _ - 
Management and liquidating functions. 


Total. ___. 


Commitments and authorizations issued: 
Secondary market operations. - . ----- Sn dd 265 eee 
Special assistance functions. ...___---- beccemidi Dice Saal 
Management and liquidating functions. ...-.......-....-- 


Total__ 


Mortgage servicing (average es 
Secondary market operations -- 
Special assistance functions. -- =. 
Management and liquidating functions 


Total. ons eaten leak 





406, 750 












Administrative expenses (under limitation): 
Secondary market operations 

Special assistance functions. __ 
Management and liquidating functions 







$2, 031, 195 $2, 300, 000 
89, 200 525, 000 

1, 823, 900 1, 925, 000 
ro iiealalicaatieri tartan sup teiiie dither cite 3, 944, 295 4, 750, 000 





















Mr. Tuomas, You state that in keeping with the administration’s 
announced policy FNMA’s estimates keping been held to a minimum 
feasible to coincide with good administration and that no estimates 
have been submitted for the payment of overtime, although there was 
such overtime. 

Your total employment is what? 
Is that figure 752? 
Mr. Hanp. The total positions, sir. | 
The employment will run slightly less than that. 


LOCATION OF EMPLOYEES 












Mr. THomas. And that is broken down between the field and Wash- 
ington regardless of how you budget it? 

Mr. Hann. Yes, sir. 

Mr. Tuomas. How do you break it down, again 

Mr. Hanp. Well, the total number of positions—— 

Mr. Tuomas. Let me go back to page F-3 of the justifications. ) 
You have the figure of 09 for the departmental employees. Are 
all these in the District of Columbia? 

Mr. Hann. No, sir; I believe three of them are in New York. 

Mr. Baveuman. Yes; we have three up in New York. 
Mr. Toomas. And your “other” is 600 
Mr. Baveuman. It is approximately that. 
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LOCATION OF FIELD OFFICES 


Mr. Tuomas. How many new field offices do you have now? 

Mr. Baucuman. We have five agency offices. 

- Mr. Tomas. Where are they located ? 
aot In Philadelphia, Atlanta, Dallas, Chicago, and 
be 2 HomAs. What is the number of employees for each one of 
them 

Mr. Hanp. I think I have that. 

Mr. Tuomas. For Atlanta it is 125; Chicago, 134; Dallas, 162; 
Los An oe 155, and Philadelphia, 67. 

Mr. Yes, sir. 


JURISDICTION OF FIELD OFFICES 


Mr. Tuomas. What area does each one of these offices serve? 
- on Hanon. That is covered, I believe, Mr. Chairman, under page 

—11 

Mr. Tomas. I do not remember seeing it. 

Mr. Hanp. Yes; it is page A-11. 

Mr. THomas. Yes; that is right. 

At this point in the record we will insert page A-11 of the justi- 
fications. 

(The page referred to follows :) 


LOCATION OF FIELD OFFICES AND AREAS SERVED 


FNMA programs are carried out in 5 agency offices, serving the 48 States, the 
District of Columbia, Alaska, Guam, Hawaii, Puerto Rico, and the Virgin Islands. 





HHFA region Location of field office Area served 


BOE BE. ccdasncete Philadelphia, Pa_........- Connecticut, peaarete, District of ——, Maine, 
Maryland, Massachuset New New 
Jersey, New York, Pennsy rane, Rhode Island, Ver. 
mont, Virginia, West V Virgini 


I iadssniinctcck Atlanta, Ga...............| Alabama, Georgia, Kentucky, Rise Y ceaine, 
vee leet a Carolina, Puerto R Tennessee, 

BV cong tencunwan tae Ohiecago, Til. .............. Tilinois, — Iowa, Michigan, Minnesota Nebraska 

h Dakota, Ohio. ‘South Dakota, Wisconsin. 

Diticiadnanthvbee Delles, Te8.c0<cstsccnmes Arkansas, Colorado, Kansas, Louisiana, Missouri, New 
Maxie” Oklahoma, 

W Ecce nsucepewenkes Los Angeles, Calif......... Alaska, Arizona, C torn, Guam Hawaii, Idaho, Mon 
tana, Nevada, Geeta tah, Washington, Wyoming. 





Mr. Taomas. What do these people do in these offices? 
Mr. Baveuman. Well, they issue commitments, purchase mort- 
ages, inspect properties, and do the accounting, as well as the house- 
Keeping job of the office. In addition to that we have a legal depart- 
ment in each office. 
Mr. Tuomas. Do any of these people service the mortgages? 
— BaucuMan. We also have an audit group at each one of these 
offices. 
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SERVICING OF MUTIFAMILY MORTGAGES 


We service all multifamily operations ourselves. 

Mr. Tuomas. Where? 

Mr. Baucuman. In every office. 

Mr. Tuomas. Well, there are not too many of them. How many 
multifamily units do you have? 

Mr. BaveuMman. We have quite a few, and we have fieldmen work- 
ing out of each office, and we service those ourselves. 

Mr. Tuomas. You do not service the co-ops, do you? 

Mr. Baucuman. If they are multifamily, we do, but single family, 
no. 

Mr: Tuomas. If you have a multifamily and if you have 1,000 
units or,5,000 units, you service it.as 1 unit? 

Mr. Baucuman, We have one payment a month, and there is no 
use in paying anyone to service these accounts. We feel we can do it 
ourselves. We also have fieldmen to inspect the properties. 

Mr. Tuomas. Who performs the servicing for the multifamily 
dwellings for you? 

Mr. BaveuMan. We usually have a manager in the multifamily 
units, and the mortgagor happens to be usually a corporation, They 
collect the payments, and they remit one payment to us once a month, 
and that is the reason we service them direct, because we might. as 
well save that money. 


SERVICING OF SINGLE-FAMILY MORTGAGES 


Mr. Tuomas. What about your in excess of one-half million single- 
family units? 

Mr. BaucHman. They are all serviced by what we call services 
which are mortgage companies, and banks. 

Mr. THomas. How many of those do you have? 

Mr. Baveuman. We have approximately 1,000 of those. 

Mr. Tuomas. Are they located in practically every good-sized city 
in the United States? 

Mr. Bavenman. Yes, sir. 


SERVICING FEE 


Mr. Tuomas. What do you pay for this service? 

Mr. Bavenman. We do not make the servicer go beyond 100 miles, 
and it is very rare that we have that except in scattered areas. The 
fee we pay is one-half of 1 percent. 

Mr. Tuomas. In other words, you try to keep the receiving and 
bookkeeping centers as close to the customer as you can? 

Mr. Baveuman. That is where it belongs; yes, sir. 

Mr. Tuomas. What does that service cost you? 

Mr. Baveuman. One-half of 1 percent.. Do you want the dollar 
amount ? 

Mr. Tuomas. No. 


A year or two ago, or even quite more recent than that, you were 
having a little trouble getting that service performed; were you not? 

Mr. BavcHMan. We have never had too much difficulty. ‘We have 
improved it a lot. 





amc Tirta PETE 


anaes: 


Pik i ines lt nana aR 


_ conan 


1132 


Mr. Tuomas. It is one-half of 1 percent of the total amount of the 
mom eage, or what ? 

Mr. Baveuman. No, sir; of the collections, which is about the same. 

Mr. Tuomas. Where does that one-half of 1 percent come from ? 

Mr. Baveuman. Out of the collections. As they collect it, they de- 
duct the one-half of 1 percent. 

Mr. Tuomas. Who actually pays that one-half of 1 percent? Does 
FNMA pay it, and if so, where does FNMA get the money with which 
to pay it! 

r. BaugcuMan. Out of the income on the investment. 

Mr. Tuomas. How much of a break do you have in there usually, 
between what you get for your money and what you pay for it? 

Mr. Bavenman. As I explained before, it was running as high as 
4.35, which we were paying for our a and we were getting an 
effective rate of return of 4.25. That will change, and we will get 
considerably under that. 

Mr. Tuomas. You will have to get more than that or you could not 
pay one-half of 1 percent of your collections without losing money. 

Mr. BavueumMaAn. That is correct. 

Mr. Tuomas. And, your records show you did not lose any money. 

Mr. Bavenman. That is right. 

Mr. Tuomas. You did not dio that for long; did you? 

Mr. Bavenman. That is right, sir. 

Mr. Jonas. Off the record. 

( Discussion off the record.) 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. We will insert at this point in the record page H-1 
of the justifications, which covers your “other objects of expense.” 
(The page referred to follows :) 


Taste 1V.—Other objects of expense 


Under limitation Actual, 1957 Estimate, 
1958 1959 


n 


tin chs Seadiieinadee ss ns 
Transportation of things... -- ~~~ ~~~. ose. -speseunnnnnes 
CemrenanOns GUE WEEOD............... ca ccenccunbeseneces 
Rents end wtllity eervieds.....- 4-42... ......-psnctersecee 
Printing and reproduction 
Other contractual services: 

GAO audit expense. .:. 3262 fit eh ee debi de 

Miscellaneous contractual services -- 

Payments under Federal Employees Group Life 

BEI 26 G8 BOM oie ogo no once donc ovunbpperys 

Supplies and materials_.- 
Grants, subsidies and contributions... .:o- -. -.....-~--..2.}-2.-<se4--L0.- 
Taxes and assessments (FIC A tax) 


8|,.Bs>-a5 282.8 | 
3/3838 22 SSSes | 


r 


Mr. Tuomas. This activity covers your travel, transportation of 
things, communications services, rents and utilities services, printing 
and reproduction, and other contractual services. 

I note you have an increase, of about $20,000 over last year which 
will be $1,036,200, as against $1,015,350 for 1958. 

Your travel remains at $150,000, against the same amount for last 
year, but which reflects about a $37,000 increase over 1957. 
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RENTS AND UTILITIES 


Your rents and utilities remain the same. 

What is the big item there? 

Mr. BaucHman. The rent. 

Mr. Tomas. Is it your computing machines, and bookkeeping 
machines? 

Mr. Hanp. That is one of them, and the contribution to the retire- 
ment fund. 

Mr. Tuomas. No; rents and utilities is what we are talking about. 
That is your big item which is in the amount of $359,400. 


RENTAL OF OFFICE SPACE 


Mr. Hanp. That covers rental of s under the present contract. 

Mr. THomas. You mean with the Secomt Services Administration, 
or for your bookkeeping equipment ? 

Mr. Bavcuman. Well, it is rental of space, and I do not believe 
there is anything else in there. 

Mr. Hanp. That is all rental of space, and what, utilities come 
with it ? 

Mr. Tuomas. Well, how much space do you have? 

You state that the estimated space requirement for fiscal 1959 will 
be the same as last year. 

Where is this space located? Is it located in the District of Colum- 
bia and in the field ? 

Mr. Baueuman. Yes, sir; you see, our portfolio is expanding, and 
we have to house all these operations. 

Mr. THomas. Where in Dallas are you located ? 

Mr. BaucuMan. We are located in the new Savings and Loan 
Building. 

Mr. THomas. What does that space cost you per square foot? 

Mr. Baucuman. $4 per square foot. 

Mr. Tuomas. How much space do you have there? 

Mr. Baueuman. I believe it is 25,000 feet. 

Mr. Tuomas. You are about the best tenant they have. That is 
$100,000 a year. 

Do they service your mortgages also? 

Mr. Baveuman. No, sir. 


ARMED SERVICES (CAPEHART) HOUSING 


Mr. Botanp. Mr. con meee under section 803 housing does that 


just pertain to Capehart housing? 

Mr. BaueuMman. Yes, sir. Section 809 is the housing for civilians. 

Mr. Botanv. What is the total authorization for just the Capehart 
housing for the armed services ? 

Mr. Baveuman. It is $416,250,000 for section 803, and it is 
$33,750,000 for section 809. 

Mr. Botanp. How much of that $416,250,000 is unused ? 

Mr. Baveuman. That is all practically used. We just got a can- 
cellation of Camp Polk which you probably heard about. I just got 
a release on it yesterday. So we have applications more than sufficient 
to eat up that. 
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The only money I have available, really, is the mortgages for housing 
for civilian defense workers in connection with defense establish- 
ments. I have approximately'$12 million of that, 

Mr. Botanp. Did the Bureau of the Budget*put a freeze en you on 
these mortgages some time last year? 

Mr: BAverMan.. Yes, sir; the money was held up temporarily. 

Mr. Botanp. The reason I asked the question is because one of these 
peers is at Westover Field where there is a 5 need for Capehart 

ousing. This one was knocked out by the Bureau of the Budget: 
How ‘can we get it? You have no estimate for 1959 for the armed 
services housing. 

Mr. Baucuman. There is nothing in the budget for any additional 
money for armed services housing. 

Mr. Botanp. With the result that you will not be purchasing any 
mortgages at all on Capehart housing? 

Mr. Baveuman. Not unless the Colievens gives us the money. I 
think the big question that is apparent there today is whether or not 
they are marketable at these prices, you see. 

Mr. Botanp. What is the interest rate on Capehart housing? 

Mr. Baveuman. Four percent. 

Mr. Botanp. Do you think there will be a pretty good opportunity 
to sell those in fiscal 1959 at that rate of interest ? 

Mr. Baveuman. I do not believe they would sell unless at a dis- 
count at the present time. 

Mr. Botand. ‘Thank you very much. 

Mr. Tuomas. Thank you, gentlemen. We appreciate very much. 
your presentation there today. 

Mr. Botanp. Mr. Baughman, you always do a nice job. 

Mr. BaveHMan. Thank you, gentlemen. 
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Frmay, Fesrvary 28, 1958. 


PUBLIC HOUSING ADMINISTRATION 
WITNESSES 


CHARLES E. SLUSSER, COMMISSIONER, PUBLIC HOUSING ADMIN- 
ISTRATION 


JOHN D. CURRIE, DEPUTY COMMISSIONER 


HERBERT L. WOOTEN, ASSISTANT COMMISSIONER FOR ADMINIS- 
TRATION 


B. W. RUFFNER, DIRECTOR, BUDGET BRANCH 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HHFA 


Program and financing—Administrative 


1957 actual 1958 estimate 1959 estimate 


Program by activities: 
1. Development $4, 590, 000 
2. Management. 
3. Management disposition (liquidating emergency hous- | 
ing program) 1, 787, 397 980, 000 


Total obligations. 12, 420, 000 


Financing: 

Advances and reimbursements from— 
Low-rent public housing program 
Revolv fund (liquida’ programs) - . 

Unobligated balance no longer available 


Object classificalion—Administrative 


1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions. 1, 578 
Average num ber of all employees 1, 505 
Number of employees at end of year 1, 430 1, 572 


Average GS grade and salary \ . 8.3 $6,293 


01 Personal services: . 
Permanent positions $9, 543, 483 
Other personal services 86, 517 


Total personal services 9, 630, 000 
EE th tern cigs atin iter hesinehpasesqeaibiniaiunnt 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services _- 

General Accounting Office audit 
Supplies and materials 
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Grants, subsidies, and contributions __ 
Refunds, awards, and indemnities 
Taxes and assessments 
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Program and financing— Nonadministrative 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
1. Operation and disposition of federally operated projects_ 
2. Inspection of projects under construction. ..._......-... 


Total obligations 
Financing: Unobligated balance no longer available.......... 


TAmmitethon 20 oon. no os scene sot eub sone -stee enevece 


Object classification—Nonadministrative 
1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions_ 
Average number of all employees -- 
Number of employees at end of year___-__-_-- 


Average GS grade and salary 


01 Personal services: 
Permanent positions_._--_.............- 
Other personal services. -..._..-- 


"Total pereeeel Ber Viees. si 21... 5... 2.5 -- 2-2 ck 


r@ ia 
awamenortation of things. -...-.-...-...-.-....---.-..---. 
Communication services. -___.-_----- 

Rents and utility services._....._..- 4 
Other contractual services. -. 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
ee De COE. s. onadonasasicabbosswseas 
Taxes and assessments 


Total obligations 


aa 
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8 | 2383328555 
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Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning our friends from the Public Housing 
Administration, and it is certainly nice to see them. 

We have with us Commissioner Slusser, and he has with him his 
deputy, Mr. Currie; Mr. Wooten, the assistant commissioner for ad- 
ministration; Mr. B. W. Ruffner, the director of the budget branch, 
and Mr. Frantz, the overall watchdog of the Treasury. 

Off the record. 

( Discussion off the record.) 

It is certainly nice to have all of you with us, and if you have a 
statement for us, Mr. Commissioner, we would be delighted to hear 
from you at this time. 


GENERAL STATEMENT 


Mr. Susser. I do have a statement, but I know you are pushed for ~ 
time. 

Mr. Tuomas. You take all the time you want. 

Mr. Stusser. I would just as soon submit it for the record, or if you 
prefer, I can read the statement. 

Mr. Tuomas. No, sir; submit it for the record, and summarize it, 
= then we can ask you a few questions and later go into the details 
of it. 

Mr. Stusser. Very well, sir. 
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(The statement referred to follows :) 


Mr. Chairman and members of the committee, I welcome this opportunity to 
discuss with you the budget estimates of the Public Housing Administration. 
In recent months we have taken a number of actions calculated to reduce con- 
struction and operating costs and to strengthen the low-rent public housing 
program as a whole. 

The principal task of PHA is its low-rent program through which it assists 
local communities in the development and management of federally aided hous- 
ing for low-income families). We have taken several steps designed to improve 
the quality and effectiveness of service rendered to the local housing authorities. 
At the same ‘time we have acted to increase the efficiency with which local au- 
thorities administer the low-rent public housing program. A system of com- 
prehensive management audits, established this year, will provide both PHA 
and the local bodies with better information for planning reduced costs and 
increased project income. 

For some time the PHA has also been engaged in the management and disposi- 
tion of properties in the liquidating emergency housing program. I have ac- 
celerated the disposition of this program over the past several years. ally 
there were approximately 1 million dwelling units. In addition to the dwelling 
units, there was a large amount of surplus land and a number of nondwelling 
buildings and utility systems to be sold or otherwise disposed of. By the begin- 
ning of the current fiscal year we had disposed of all but 10,702 of the housing 
units and most of the nondwelling property. Many of the remaining properties 
represented our most difficult disposition problems. Despite the fact that we 
were forced to reduce staff to stay within limits of the administrative expense 
fund for this program by December 31, 1957, we had disposed of all but 5,157 
housing units. Since the nonadministrative expense fund was established at 
$600,000 for the current fiscal year, we concentrated our disposition efforts on 
the federally operated projects. These projects were disposed of by December 
31, 1957, and the units remaining for disposition are operated under lease agree- 
ments. I believe that we can complete the disposition job on schedule, by the 
end of this fiscal year. However, there are a few properties involved in litigation. 
This factor is not subject to my administrative control and some of these prop- 
erties may remain for disposition during the next fiscal year. 

When disposition of the physical property is completed there will still remain 
a sizable liquidating activity. I refer to the portfolio of mortgages taken as 
partial payment for properties sold. We estimate that we will have 14,400 mort- 
gages with an unpaid balance of more than $178 million on June 30, 1958. Cash 
receipts for principal and interest on these mortgages are estimated at nearly 
$19 million in 1959. These moneys are payable into the Treasury. We have 
estimated that $500,000 will be necessary for administrative expenses of account- 
ing and mortgage servicing. These expenses are paid from receipts of the 
liquidating program under a limitation established by the Congress. 

I would like to initiate a program to transfer the mortgage portfolio to private 
investors and servicers if terms favorable to the Government can be obtained. 
My staff is now engaged in exploring this possibility. 

I-wish to tell you now about our effort to improve operations in the low-rent 
program. This program provides decent, safe, and sanitary housing for more 
than 400,000 families. Approximately 25,000 dwelling units are in construction. 
On January 1, there were 79,000 units under annual contributions contract and 
awaiting start of construction. There also was authority to execute annual 
contributions contracts for an additional 65,000 units. This is a large and widely 
spread program, operated by about 900 local housing authorities located through- 
out the United States and in Puerto Rico, Hawaii, and Alaska. I am convinced 
that the PHA can best assist the local people who own and operate the projects 
by decentralizing its own organization as much as possible. This has been done 
by delegating authority to our regional directors for decisions on many questions 
which, in the past, occasioned delay by referral to central office officials. We 
have also equipped the regional directors to do a more complete job at the local 
level by placing in the regional offices certain functions which had been in the 
central office, such as project fiscal auditing, taxation, insurance, and certain 
other activities. Personnel for these functions have been transferred to the 
regional staffs. We are now set up to give one-stop service to the local authori- 

ties in both the development and the management of the low-rent program, 

A major problem confronting us in the development of new low-rent housing 
projects is the delay experienced between the execution of an annual contribu- 
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tions contract and the start of construction... I believe.that the decentralization 
I have described will help to speed up the project planning and preconstruction 
work. We are making every effort ‘to improve: the: work ‘process further by 
simplifying our procedures and by waiving certain preliminary’ requirements; 
The results so far are encouraging: “During the calendar year 1957, more than 
20,000 units were placed under construction, ‘a 320-percent: ineréase over the 
previous year. fe 

Our planned schedule provides that the remaining units authorized by the 
Housing Act of 1956 will be placed under annual contributions contracts by the 
expiration date of June 30, 1959. Here we face a number of problems. In some 
communities, local activities have been concentrated on urban-renewal projects, 
with low-rent housing programs awaiting local decisions as to the number of 
wnits needed and the location of appropriate sites. We are'making every effort 
to help local authorities meet the requirements of both programs. Our regional 
directors have been instructed to cooperate closely on this with the regional 
administrators of the Housing and Home Finance Agency. 

Site selection, in general, has become increasingly difficult due to high land 
costs and local concern about changing neighborhood patterns. Increasing con- 
struction costs alsO are a matter of concern. In this) connection, I would like 
to mention a few of our current ideas. We are working hard to obtain more 
participation of local contractors in the construction of low-rent housing. To 
do this, we are considering the possibility of building individnal homes, duplexes, 
and smaller multifamily structures on scattered ‘sites. These dwelling units 
could be built either with preassemhied components.or by conventional methods. 

Diversification of sites would avoid or reduce the land-acquisition problem. 
It also. would permit architectural changes necessary to blend the housing units 
into the community. The smaller buildings would make it possible for local 
builders, using local labor, to bid for construction contraets. This should reduce 
costs and make low-rent housing more acceptable to communiites. 

We believe, too, that preassembly methods'may help-to reduce costs and thus 
make the use of scattered sites financially feasible. The Housing Act of 1957 
encourages this by permitting local authorities to draw plans so that either 
conventional builders or prefabricators may bid on the construction. This should 
result in hetter competition and more economical construction. 

In connection with, the possibility of smaller developments, on scattered sites, 
and using prefabricated components, I would like to tell you about an experi- 
mental project which is being developed in Cedartown, Ga. 

I am particularly interested in this development as it is a completely new 
idea and has been very well received by the citizens of that community. The 
plan is to construct single and duplex units on available undeveloped sites located 
throughout the community. The local housing authority has completed 20 units 
on 7 different sites and has plans for an additional 30 units. The structures are 
of brick veneer, representing a combination of prefabricated and conventional 
construction. In this case, the use of scattered sites to provide needed low-rent 
housing has proved successful at. reasonable costs and with much. shorter con- 
struction time than is usually required. This plan of developing. low-rent hous- 
ing on seattered sites and using existing utilities can be extended to other 
communities with low-density populations. 

There are some complex problems in management of the low-rent housing 
program. For some time I have been concerned with the progressively narrow- 
ing gap between project income and project operating expense.. This leads to 
increased Federal subsidy, and might eventually cause insolvency in some projJ- 
ects. This year we have developed several positive measures to increase project 
revenue and to reduce costs through economy in operations. 

We are helping the local authorities to-improve their tenant-selection proce- 
dures in order to reduce vacancies and to secure a more balanced distribution 
of occupants by income levels. We have required local authorities to obtain 
more accurate reporting and computation of the net income of tenants, which 
determines the rent they must pay. Where existing rents and income limits 
were no longer appropriate to the local economy, we have urged upward re- 
vision of minimum rents and maximum income limits. We also have urged 
payment of proper welfare rents under agreements with local governments. 
These policies have resulted in small, but significant, increases in occupancy and 
in the median gross monthly rental of families moving into projects in recent 
months. Income limits have been increased about 10 percent, on the averave. 
On the other hand, the Housing Act of 1957 permits new exempfions from family 
income for establishing rents and for determining eligibility for low-rent housing. 
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If these exemptions were to be applied generally in establishing rents, they 
could cause a significant decline in rental income. It is still too early to 
determine whether our efforts to increase project operating income will be offset 
by the revised income exemptions permitted by the Housing Act of 1957. 

Strong efforts have also been made to increase project income from other 
sources. We have particularly stressed the obligation of local authorities to 
invest any funds not required for immediate disbursement. A sample study 
indicates that this policy is producing favorable results. 

Efforts to reduce operating expenses are beset by two economic factors. First 
is the continuing steady rise in the cost of materials, of labor, and of utilities. 
coaeee as the projects become older they require more repair and maintenance 
work. 

We are trying to overcome these effects as much as possible. Project budget 
procedures have been simplified and improved to provide better control of costs 
and to draw attention to those areas where economies are possible. In order 
to simplify the work of local housing authorities, as well as to lessen administra- 
tive functions of the Public Housing Administration, we have devised a pro- 
cedure for consolidating the annual-contributions contracts so that the lecal hous- 
ing authority may operate all PHA-aided projects under a single contract. In 
addition, this will permit the establishment of reserves and the determination 
of residual receipts for all projects as one group. 

The Administration has initiated a consolidated supply program through which 
local authorities could purchase many staple items required for the operation 
and routine maintenance of projects. . From 1955 to 1957, the number of local 
authorities participating in this program increased from 140 to 489, and dollar 
volume more than tripled. It is estimated that this program resulted in savings 
of about 20 percent during the last year. We will continue to promote wider use 
of the consolidated supply contract by local housing authorities. 

Improved budget procedures, coupled with increased attention to engineering 
surveys, maintenance clinics, and review of proposed utility rate increases, 
should stimulate economy in project operations. 

During the year we have developed a unified system for reviewing the activ- 
ities of local authorities and submitting a combined report to local housing com- 
missioners. In the past, separate fiscal, occupancy, engineering, an manage- 
ment audits were performed at different times of the year. The comprehensive 
management-review procedure we are now using combines the findings of the 
various specialists into one report. The result is a more thoreugh audit and 
a more meaningful report to the local housing authority commissioners. Unfor- 
tunately, we have not been able to complete as many comprehensive audits as 
we had scheduled. 

Audits are the principal means of assuring that the local authorities exert 
every effort to operate the program efficiently. They thus protect the Govern- 
ment’s interest by minimizing annual contributions and assure that public hous- 
ing serves the low-income families for which it is intended. 

The most serious difficulty we have encountered in our audit program has 
been the lack of sufficient and qualified personnel. Fiscal audits must be made 
annually. Occupancy audits are required at least once every 2 years. Engineer- 
ing and management audits are scheduled to be made every 3 years. However, 
the lack of adequate personnel makes it impossible to cover all projects during 
the established audit cycle. We have provided nominal increases in our admin- 
istrative expense estimates to cover the cost of additional staff for the normal 
increase of workload. However, the estimate does not provide funds for addi- 
tional staff to make improvements in the management-review process. 

A few words on the nonadministrative expense limitation will highlight our 
problem relating to construction representatives at projects under construction. 
It is essential to provide adequate inspection by having a representative at each 
large project. Small projects can be combined for inspection purposes where 
it is geographically feasible to protect the Government’s interest during con- 
struction of the projects. During 1958, a large percentage of the projects are 
small, and we expect to service an average of 237 projects with a maximum of 
175 representatives. The 1959 estimates provide for the same peak employment, 
although the number of small projects will decrease and the number of large 
projects increase during the year. I want to call your attention to the fact that 
the estimated limitation of $1.5 million is based on a conservative estimate of 
the number of projects to be in the construction stage. If the proposed author- 
ization proves inadequate for engineering staff to maintain necessary inspection 
of the larger projects, I will request a supplemental authorization. 
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The nonadministrative expense limitation previously. included funds for the 
operation of federally owned, directly operated, low-rent projects. We are not 
particularly happy to be in the business of operating these projects, but, thus 
far, the absence of State enabling legislation and other local problems have pre- 
vented transfer to local authorities, Congressional authority is being requested 
to dispose of the four remaining projects for other than low-rent use. 

Now, I shall welcome your questions concerning our budget estimates. 


Mr. Tuomas. You may proceed, Mr. Slusser. 


DISPOSITION PROGRAM 


Mr. Suusser. I think, probably, the first thing I would like to speak 
to you about is the disposition program. That is moving along very 
well. We expect to close out that program completely, by the end of 
this fiscal year, with the exception of the mortgage portfolio which we 
hold in our office. As you know, those are uninsured mo 

Weare putting to her a small organization within PHA to service 
these mortgages, She” also, to see what. we can do about farming them 
out in the local communities in the various regions where they origi- 
nated, under the supervision of some private concerns. We will sell 
the mortgages where we can get a fair and a decent figure for them. 
We will manage them, otherwise. 


INSURANCE COVERAGE OF WAR HOUSING 


Mr. Tuomas. You carry no insurance on those properties, do you? 
Mr. Siusser. No, sir; we carry no insuranee on them. 

Mr. Tuomas. Do you require the purchaser to carry the insurance? 
Mr. Stusser. We require the pure roheatr to carry insurance ; yes, sir. 


We feel that what we have asked for to service the mortgages is sort 
ofa gg figure. 
Homas. What is that figure? 
M r. Stusser. $500,000. 


ADMINISTRATIVE EXPENSES 


My. Tuomas. Well, the Administrator takes a bite at you for 
$173,000 additional ; does he not ¢ 

Mr. Frantz. Not additional, Mr. Chairman, That is not out of the 
$500,000. 

— Tuomas. You have requested $673,000 for the Administrator’s 
office. 

Mr. Frantz. That is correct, sir. 

Mr. Tuomas. There is only $500,000 set. up in this budget strictly 
for administrative expense? You have no nonadministrative expense 
for the liquidation. So, where does the other $173,000 go? 

Mr. Frantz. The recommended administrative limitation, Mr. 
Chairman, will be $673,000. 

Mr. Tuomas. That is right. 

Mr. Frantz. Of which $173,000 would be for the CFA liquidating 
programs, and $500,000 is the figure that the Commissioner has 
mentioned. 

Mr. Tuomas. The $178,000 additional goes to the 5 small programs? 

Mr. Frantz. That is right, sir. 

Mr. TuomAs. What are they, please? 
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OTHER LIQUIDATING PROGRAMS 


Mr. Frantz. Those are Alaska housing, prefabricated housing, 
defense community facilities, the old Lanham public works program, 
the first and second advance planning programs, and the RFC public 
works loans. 

Mr. Tuomas. That is good. 

How many jobs are set up for that $173,000 for those 5 programs? 

Mr. Frantz. About 25, as I remember, Mr. Chairman, subject; to 
correction. 

Mr. Tuomas. It is not in the justifications, and I was trying to 
get that figure this morning. Did I overlook it in the Admuinis- 
trator’s presentation the other day ? 

Mr. Frantz. No, sir; it is in the record, and I can give it to you 
now. 

Mr. Tomas. What was it last year? 

Mr. Frantz. There were 29 positions in 1957; 17 this year, when 
the figure was quite sharply reduced, and 27 recommended for next 


year. 
Mr. Tuomas. Why do you have a jump from 17 te 27 when you 
have fewer projects to handle? 


Mr. Franz. Well, it is our judgment, Mr. Chairman—— 
Mr. THomas. Dollarwise, what was the figure for 1958 in the 


budget ? 

Mr. Frantz. For 1958 it was $142,000. 

Mr. Tuomas. And, now, it jumps to $173,000 ? 

Mr. Frantz. Yes, sir; we are recommending $173,000. 

Mr. Tomas. You may proceed with your summary statement, 
Mr. Slusser. That straightens it out. 


MORTGAGE PORTFOLIO 


Mr. Susser. Mr. Chairman, we have the 14,400 mortgages, repre- 
senting $178 million, which has a yearly estimated income of $19 
million to the Treasury. 

In the disposition program there will be some residue, and this is 
where we have legal action against. us, where we own the buildings on 
land that was leased, and we have either tried to sell that as a package 
to the local community or to the owner of the land. 

One or two of those are im controversy and those probably will carry 
over. 


LOW RENT CONSTRUCTION STARTS 


Then, in the low-rent program we have about 430,000 units in man- 
agement at the present time. 

There are approximately 25,000 units in construction, or will be in 
this fiscal year. 

Mr. THomas, What. was the figure for last year? I believe it was 
83,000, if I remember correctly. 

Mr. Stusser. I do not recall the figure. I think we estimated about 
33,000 construction starts for this fiseal year. 

Mr. Tuomas. For this fiscal year? 

Mr. Stusser. Yes, sir. 
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IMPROVED MANAGEMENT UNDER LOW RENT HOUSING PROGRAM 


We have done a number of things to improve the management of 
the low-rent housing program. 

We have instituted a number of new procedures and have simplified 
things as much as possible for the local cousin’ authorities. 

We believe we have made some steps that have been very beneficial 
to the Government in helping to cut down the subsidy payments. 

Mr. THomas. Please name them. 

Mr. Siusser. We have, for instance, followed up on the investment 
of all of the local authorities funds that are not in use, and have antic- 
ipated future use of the funds. That has turned into quite a sizable 

gure, considering the total of all the local housing authorities. 

Mr. THomas. at do you call a sizable figure, Mr. Slusser? How 
much money is involved ? 

Mr. Stusser. I cannot give you the exact figures. 

Mr. Tomas. Well, give us your best guess, and then you can 
straighten it out in the record. 

Mr. Susser. It seems to me that somewhere in the neighborhood 
of $80 million to $100 million. 

(The following was supplied later :) 

pee amount invested by all local authorities on December 31, 1957, is $89 
‘muon. 
LOCAL HOUSING AUTHORITY RESERVES 


Mr. Tuomas. That is coming from the original Treasury authoriza- 
tion ? 
Mr. Srusssr. No; no, sir. I beg your pardon. This is money that 


is held in reserves, or for other Saag go the local housing 


authorities themselves, which previously 
short-term notes. 

Mr. Tuomas. But, that is a part of your original capital invest- 
ment. In other words, the money came from your bonds or. from 
the Treasury ? 

Mr. Susser. That is true on the development side of the program, 
but that is not true.on the management side, because what they have 
comes from rental income of the projects. 

Mr. Tuomas. What are they doing with any money on the manage- 
ment side? I thought that was handled on a month-to-month basis. 

Mr. Susser. It is. They have to establish so much for operating 
reserves and for the building up of the reserves. They take this money 
and put it into short-term notes, or the anticipated—— 

Mr. THomas. The amount of funds that have been lying around 
idle ranges between $80 million and $100 million ? 

Mr. Stusser. Yes, sir; between $80 million and $100 million. 

Mr. THomas. Out of a total of what amount of money ? 

Mr. Stusser. That I could not tell you. 

Mr. Tuomas. Is it not around $1.5 billion? Who remembers? 

Mr. Stusser. I think that would depend a good deal on the size of 
the operation. 

Mr. Tuomas. That is what it depends upon, exactly. It is the 
original Treasury authorization or the original bond authorization for 
all of them. Do you remember what that figure was? 


ad not been invested in 
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Mr. Frantz. The guaranteed indebtedness on the total program? 
Mr. THomas. .Yes. 


Mr. Frantz. Around $3 billion, according to my impression, Mr. 
Thomas. : 

Mr. Stusser. You mean the total investment ? 

Mr. Frantz. The guaranteed local debt outstanding, sir. 

Mr. Tuomas. In other words, the capital debt ? 

Mr. Stusser. What you have outstanding now in short-term notes 
and bonds. 


Mr. Tuomas. The original amount you had to start with is what 
I want. 

‘ Some of it has been amortized. The accumulation of this $80 mil- 
hon to $100 million starts with your original authorization; does it 
not! 

Mr. Rurrner. The amount of new local housing authority bonds 
that have been issued to acquire these projects up to now is $2.3 
billion. 

Mr. Tuomas. So, your $80 to $100 million must be the amount left 
over of the $2.3 billion. It could not be on the operating side; could it? 

Mr. Suusser. That is part of the operating money that comes in 
and goes toward the payment of the reserves, operating expenses, and 
the subsidy payment. That is the money that is set aside under our 
formula. 


BASIS OF SUBSIDY 


Mr. Tuomas. I thought the subsidy was calculated more on a 
month-to-month basis, based upon the difference between what it cost 
you to operate in all aspects and your income from rent, and that was 


absorbed only on a money basis or, certainly, on an annual basis. 


Mr. Stusser. It is based upon a monthly basis of operation, so far 
as the local authority is concerned. The usage of money in there, of 
course, is not to the penny of the month’s operation. There is a cer- 
tain amount of money available to set aside for reserves, and there is 
a certain amount that would be set aside for reducing the annual con- 
tribution payment. 


RETURN ON INVESTMENTS 


Mr. Tuomas. How did you improve the use of that $80 million to 
$100 million ? 

Mr. Stusser. By asking them to invest that. in short-term invest- 
ments, through anticipating their needs in the next 90 days, and for 
that 90 days put it in short-term investments. 

Mr. Tuomas. What does it bring? Would that be 3 percent or 2.5 
percent ? 

Mr. Stusser. I do not know, because it varies in various types of 
investments. 

Of course, we have gotten into different discussions about what the 
allowable investment is. 

Mr. Tuomas. Do you have an approximate figure of what it will 
be on an annual basis? 

Mr. Currm. This is in United States Treasury bills, which over 
me pe have been at the approximate rate of 2 percent. 

r. Toomas. Will you get $1 million out of it more than you have 
been getting heretofore? 
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Mr. Currie. It would be about $1 million. 
je. Stusser. I think it exceeds that. I had those figures some- 
where. 
Mr. Tuomas. Please straighten it out in the record, but $1 million 
is not to be sneezed at. 
Mr. Stussrer. Oh, no; I should hope not. 
The following statement was submitted later :) 
he income from investments for calendar year 1957 amounted to 
$2.1 million. The amount invested at that time was $89 million. 
We have simplified our budget procedure to cut down on our staff 
work within the agency. 
We have dispersed a good bit of the authority now to the regional 
offices, so they get the workload principally at that level, rather than 
coming to the central office. 


CEDARTOWN, GA., EXPERIMENT 


Now, then, there is one more thing which I would like to mention: 
We tried an experiment at Cedartown, Ga., to bring down our devel- 
opment costs somewhat, and disperse these large-sized projects. We 
feel it has been very successful, and has been well received by the 
community and by those who have come to observe it. 

I have some photographs which I would like to let you observe, 
and see what we have done. These are single-family and duplex 
dwellings that were put on scattered sites throughout the city. 

Mr. Evrns. The program has been given rather widespread pub- — 
licity. I have seen some reports on it. 

Mr. Suusser. As I said, this was done at Cedartown, Ga., and we 
are trying this out in the small communities in order to get away 
from the row-type housing, and the larger type projects. 

Mr. Tuomas. What town in Georgia is this? 

Mr. Siusser, Cedartown, Ga. 

Mr. Tuomas. How large a town is Cedartown? 

Mr. Suusser. It is a town of about 13,000 population. 

Mr. Tuomas. That is a nice-sized city. 

Mr. Stusser. You will notice at the end of the pictures some of the 
older buildings in the community. We tried 20 units, and they were 
put on these scattered sites throughout the town. The utilities were 
already in the streets, and this involved merely tying up to them just as 
you would build a private home. 

Mr. Tuomas, There was no objection to scattering public housing 
units throughout the city, and pincing them, for example, next to a 
man who is paying taxes, and so forth ? 

Mr. Susser. No, sir; there seemed to be none. 

We are trying to carry this out now on a larger scale at the request 
of the city of Philadelphia in order to break down the size of the 
projects, and in order to try to get into the cheaper type of con- 
struction. 

Mr. Tuomas. That is an interesting experiment, to say the least; 
is it not? 

Mr. Srusser. In Philadelphia they say they can purchase some of 
the old homes which are for sale, and reconvert or rehabilitate them. 
They would like to get away from the high-rise buildings. 

Mr. Tuomas. You mean multistory buildings? 
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Mr. Siusser. Yes, sir; and apartment-type buildings. 

Mr. Tomas. Why do they want to get away from that type of 
building? 

Mr. Stusser. Well, because of concentration, and it is difficult to 
raise larger families in high-rise buildings. 

Mr. THomas. It is a shame. 

One can go into one of these big buildings located on an acre and 
a half of ground with, maybe, 200 or 300 families, with a total of 400 
or 500 children, and one will observe that there is not enough room 
surrounding the building to get your nose out of the front door. 

Mr. Stusser. Land costs in big cities are getting quite expensive, 
and sites are at a premium. 

Mr. Evrns. at has been the reaction of private contractors and 
private home builders to this type of development? 

Mr. Stusser. The reaction has been very good. 

These homes which we built at Cedartown were partly prefab—I 
do not like to use the word “prefab”; I would prefer to use the words 
“assembled components”—and the local work was done by local labor 
at Cedartown, including the brickwork, the plumbing work, and the 
carpenter work. In other words, the assembly was done at the site. 


GAO REPORT ON LOCAL HOUSING AUTHORITY OPERATING RESERVES 


Mr. Tuomas. Let me read this into the record, and ask the Com- 
missioner for his comments : 

We have a report from the Controller General to the Congress 
dealing with the Public Housing Administration. He says that “op- 


erating reserve funds held by local housing authorities might be used 
to reduce PHA borrowing from the Treasury, and the significant 
operating reserve funds total about $29 million.” 

Is that the figure? Is that the figure you had in mind when you 
said from $80 million to $100 million, or are these two different funds? 

Mr. Wooren. The $29 million is a substantial part of the $80 
million. 

Mr. Tuomas. T do not know how you could have accumulated $29 
million. These reserves here, in effect, are accumulated from appro- 
priations for annual contributions, and for several years you have 
come back to Congress for supplemental appropriations. 

What could possibly be the justification for coming in here for a 
supplemental for annual contributions when you have accumulated 
$29 million ? 

The Comptroller General further says: 

We recommended to the PHA Commissioner that a study be made of the 

practicability of PHA retaining control of and using the reserve funds as a 
means of reducing current PHA borrowings from the Treasury. 
You mean you had no centrol, and you had to come back in here for 
supplementals to meet your contributions when you had an accumu- 
lation of all the public-housing units in the amount of $29 million in 
reserve ? 

Mr. Susser. No, sir; we agreed that they should be permitted to 
accumulate these operating reserves for the maintenance of their 
properties in order to keep them up, and maintain them. 

Mr. Troomas. You mean out of the contributions money ? 
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Mr. Suusser. It is out of the income of the properties, sir; it is not 
out of contributions. ay 

Mr. Tuomas. The Comptroller General ae $29 million, 
which he says has been appropriated over and above the amount you 
needed to pay the annual contributions. 

Mr. Stusser. The only difference between the Comptroller’s opin- 
ion and our own opinion is that we do it by the management process 
of accumulating funds over a period of time. He would have us take 
this money and put it in our control, which we do not agree with, and 
which we do not want todo. If we did so, we would have to go to the 
Treasury and borrow the money to give to the local authorities when 
it became necessary to make repairs on their property. 

Mr. Tuomas. You have no legal authority to come to the Congress 
to get more funds than you need, with which to pay the annual con- 
tributions, and then turn around and divert that money for some 
other purpose. 

Mr. Stusser. We are not diverting the money. It is merely a ques- 
tion of paying a subsidy, and we are paying it, and getting as much 
out of the residual receipts as we can. Otherwise, we lose control of 
the residual receipts, and let them use that up in management costs, 
and have no reserve and have to come to you for borrowings. 


UNEXPENDED BALANCE OF ANNUAL CONTRIBUTIONS 


Mr. Tuomas. What was your unexpended balance for 1957 in your 
contributions figure? What reserve have you set aside? 

Mr. Rurrner. The actual expenditures for annual contributions in 
1957 were $90,634,813. 

Mr. Tuomas. What was the appropriated figure? 

Mr. Rurrner. The appropriated figure was, I believe, $92 million. 

Mr. Tuomas. It was $93 million, was it not? 

Mr. Rurrner. $93 million ; yes, sir. 

Mr. Tuomas. Did you come back in that year for a supplemental ? 

Mr. Rurrner. No, sir. 

Mr. Tuomas. When was thesupplemental? Was it in 1956? 

Mr. Rorrner. In 1956, I think, sir. 

Mr. Tuomas. What was your carryover in 1956? 

Mr. Rurrner. The carryover of appropriations ? 

Mr. Tuomas. Yes, sir. 

Mr. Rurrner. We are not permitted to carry over the unexpended 
balances of appropriations. They are made on an annual basis. 

Mr. Tuomas. The Comptroller General said you had $29 million 
of those contribution funds accumulated. 

Mr. Stusser. I beg your pardon. Those are not contribution funds, 
sir. Those are the residual receipts of the rent collections. There is 
very little development funds in that which you talk about as bein 
the original authorization. We are very much in disagreement with 
the Comptroller General on this Broetem. 

Mr. Tuomas. Well, I will read the language again, and you put 
your finger on. what you disagree with, because you certainly are 
entitled to have your side placed in the record. 

He says: 


Operating reserve funds total about $29 million. These reserves were, in effect, 
accumulated from appropriations for annual contributions. 





1147 


What did you do with the about $2 million for 1957 which was 
eens over and above your needs? What did you do with 
that ¢ 

Mr. Rourrner. That automatically reverted to the Treasury. It was 
an unexpended balance of an annual appropriation which reverts to 
Ate fund of the Treasury. 

r. THomas. It isa 1-year fund? 

Mr. Rurrner. It is a 1-year fund; yes, sir. 

Mr. Tuomas. Where does the Comptroller General get this idea 
of $29 million ? 

Mr. Stusser. That is the accumulation of all of the housing authori- 
ties of the amount of money that they set aside in reserves for the. 
preservation of the buildings, the maintenance and upkeep. 

Mr. Tuomas. Is he in error when he says “an accumulation through 
the years of contribution funds”—annual contribution funds? He 
said this amount of $29 million was accumulated from appropriations 
for annual contributions. 

Is he in error in that statement ? 

Mr. Stusser. I am going to let Mr. Wooten answer that. 

Mr. Wooren. Let me answer it in this way. One has to be very 
cautious to say that the Comptroller General is wrong in anything. 

Mr. Tuomas. That is all right. You are certainly entitled to your 
genien, whether one is cautious or not, What we want are the 
acts. 

Mr. Wooren. Yes, sir; let me give you the facts. This is the way 
the use of the contributions work: 


ANNUAL CONTRIBUTIONS CONTRACTS 


We enter into a contract with the local authority which in general 
guarantees that annual contributions will be paid each year, if re- 
quired, in an amount not exceeding the debt service, namely, the pay- 
ment on the bonds, the principal and interest that falls due: hat 
annual contribution is not disbursed to the local housing authority.- 

Mr. Tomas. Is not the operating cost included ? 

Mr. Wooren. That disbursement is made to the fiscal agent who 
makes the payment to the bondholder. 

Where this annual contributions factor, with reference to the state- 


ment of the Comptroller General, comes in must be about as follows: 
In the contract is a provision that any excess of rental income, income 
from the property over the operating costs of the property (excluding 
debt service) shall go to reduce the annual contributions. 
In other words, i they take in $100 in income and the operating 
costs are oe the remaining $20 must be paid over to the fiscal agent, 


and reduce the amount that the Federal Government would otherwise 
have to make by way of payment that year of an annual contribution. 

Now, what the Comptroller General is saying there, I think, is this: 
He is saying that the policy of the Federal agency permits the acen- 
mulation of reserves for deferred maihtenance, for replacement of 
roofs or refrigerators on a cycle basis when they wear out-—— 

Mr. Tuomas. No, no; you are reading something different in here to 
what he is saying. 
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Mr. Wooren. No, sir; I am giving you the facts of how this has an 
impact on the amount of residual receipts that would otherwise be 
paid to the fiscal agent to reduce the annual contribution. 

Mr. Tuomas. What you are saying is this: You had $29 million, 
and you collected that $29 million in the way of annual contributions 
more than you needed, and you should have gone on and reduced your 
capital indebtedness with it, but you kept it around for maintenance, 
repair, and operations. 

Is'that what you are saying / 

Mr. Wooren. No, sir; it is our opinion that it is necessary for this 
to be done. 

. Mr. Tomas. Well, had you paid it, it would have reduced the 
capital debt that much ; would it not? 

Mr. Stusser. That is right. 


RESERVE POLICY 


Mr. Tuomas. And you did not doit. You kept it for what purpose? 

Mr. Wooten. This reserve policy permits the local housing author- 
ities to retain out of each year’s operating income an amount of money 
to meet the deferred maintenance including cycle replacement of 
ee 

Mr. Tuomas. Is that not what I said? Instead of taking that $29 
million that you collected for annual contributions and putting it on 
the retirement of your capital debt, you kept it for reserve mainte- 
nance; is that right ? 

Mr. Wooren. The local housing authorities retained it for repairs 
and maintenance. 

Mr. Tuomas. That is exactly what I said, and that is what he is 
criticizing you for. 

Mr. Wooren. His criticism, actually, does not go to that point. He 
concedes, I think, that it is necessary as a matter of prudent man- 
agement to maintain reserves for deferred maintenance items. But 
-he says if the policy of the Federal agency were not. that of permitting 
the local housing authority to act as its own banker for this reserve, 
and instead if PHA would require these funds to be paid to it for 
custody in a pool fund from which amounts could be advanced to the 
local housing authorities when they needed to make these deferred 
maintenance expenditures that the pool could be a smaller amount. 


FISCAL 1956 ANNUAL CONTRIBUTIONS 


Mr. THomas. How much money did you spend for contributions in 
1956, to get back to my original question a while ago? 
You are bound to have that infermation here someplace. 


lemental of $4.1 million, and you had a regular 


You had a su 
f f317 million. So, it is about $85.8 million in total 


appropriation o 
figures. 

Mr. Rourrner. I believe you are talking about a different figure. 
The total expenditures for 1956 were $81,730,046. 

Mr. THomas. You say you have about $5 million more than you 


needed for this year, and yet you came in for a defitieney of $5 
million. 
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Mr. Wooren. The appropriation was $82,200,000 for 1956. 
Mr. Evins. $82 million and how much? 

Mr. Wooren. $81,730,000 was expended, 

Mr. Evins. How much are your contributions ? 

Mr. Wooren. The contribution that. year was $81,730,046, against 
an appropriation of $82.2 million. We turned back into the Treasury 
that year $470,000. 

Mr. Evins. You turned back $470,000 ? 

Mr. Wooren. Yes, sir. 

Mr. Evins. How is this $29 million divided among the various 
public housing units all over the country ? 


ANNUAL CONTRIBUTIONS FORMULA 


Percentagewise, how much does each authority contrel or how much 
are they allowed to retain? I can well understand where they would 
need a certain amount for roofing repairs and improvements, and 
so forth, but is the amount substantial for each local authority, or is 
ita minimum ? 

Mr. Wooren. The amount would have to be related, of course, to 
the size of the operation. Here is the formula followed, sir: we 
permit them to build up over a period of 10 years a reserve equivalent 
to one-half of 1 year’s operating costs. 

Mr. Evrns. One-half of 1 year’s operating expenses may be ac- 
cumulated as the maximum reserve ? 

Mr. Wooten. Yes, sir; and we let them accumulate that in annual 
increments. 

Mr. Evins. I can see where that would be quite substantial for 1 
year’s operating expenses in a big public-housing project, let us say, 
m New York. It would be enormous; would it not? 

Mr. Wooten. Roughly, it would average, on the whole, about $150 
per family unit. 

That, however, would vary. As you say, in New York where the 
construction is more expensive, the figure would be higher. In a 
small town in the South where the construction costs were less, it 
could be under $150. The maximum average is about $150 on. the 
average family unit. 2 

Mr. Evins. Has the Public Housing Administration made any 
studies as to how much money is expended on an average, per unit, 
each year ? 

Mr. Stusser. Yes; we have those figures. I could not tell you 
what they are without reviewing the charts, of course. 

Mr. Evens. Is it your view, Mr. Commissioner, that this fund is 
now excessive ¢ 

Mr. Stusser. No, sir; it is not. We have gone through this, and 
we have had quite a bit of discussion with the Bureau of the Budget 
about it, and we also have had quite an extensive conversation with 
the General Accounting Office on it. 


PURPOSE OF CONTRIBUTIONS 


_Mr. Voursext. You are supposed to use only the annual contribu- 
tions ee to retire the bonds? 
Mr. * i 


Lusser. Yes, sir. 
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Mr. Vurse.x. If that be true, in addition to that, are you not sup- 
osed to take in a sufficient rental to take care of the reserve and to 
ave money to keep these buildings in proper shape as far as stoves, 

and so forth, are concerned ? 

If that be true, I cannot see how you can take the money from the 
Government which has been pledged to retire the bonds and use that 
in lieu of your failure to get sufficient rentals to keep up these apart- 
ments or housing. 

It would seem to me to be that simple. That fund is inviolate, and 
is pledged to retire the interest payments on these bonds. 

t would seem to me that if you find yourself in a position where 
you do not have sufficient funds without dipping into the annual con- 
tributions, it is a matter of proper management or the lack of havin 
rentals high enough to take care of what you need to keep the buiid- 
mgs intact and in proper shape. 

{r. Stusser. If I might answer you, sir, we do get enough income 
to keep the buildings in proper shape, and to pay for the operating 
costs in addition thereto. 

I do not want to be pinned down to this figure, but approximately 
$20 million goes to debt service to lessen the annual contributions and 
the subsidy payment. 

' Few of our housing projects are at full subsidy payment. 

Mr. Vurseit. What was the intent of the law, Mr. Commissioner? 

Do you know the answer on that point? 

Mr. Stusser. That is the intent of the law, I believe. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Stousser. I will try to explain again, Mr. Vursell, the answer 
to your question. 

Mr. Vurseiu. Yes, sir. 

Mr. Stusser. The net fixed annual contributions in 1957 were $116,- 
685,000. Now, including what we set aside for reserves in the opera- 
tion of the plant, the net fixed annual contributions was reduced by 
$25,737,000 of income from the properties that went to reduce the 
subsidy payment. 

Mr. Triomas. Well, there is one way you are going to reduce the 
annual contribution, and that is you are either going to hold down 
your maintenance and operating costs or else you are going to get 
morerent. That is all there is to it. 

Mr, Vurseix. That is my point exactly. 

Mr. Tuomas. And the lower you hold your operation and mainte- 
nance costs down, the higher it is going to be 10 or 15 years from 
now, when these units get older. 

Mr. Susser. We have been, following that closely, sir. In man- 
agement we are making extensive studies and we are constantly in 
the position of trying to increase income, but there is a limit to which 
we can increase income, and still stay in the category of the low- 
income family. 

Mr. Tuomas. How much leeway do you have? 

Mr. Stusser. Well, it varies hom community to community, de- 
pending upon the economic conditions, 
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INCOME ELIGIBILITY FOR LOW-RENT HOUSING 


Mr. Evins. You indicated in your statement that there had been 
several efforts at raising the maximum under which people could 
qualify for entering public housing projects, did you not? 

Mr. Srusser. We have, following some of the comments of the 
General Accounting Office-—— 

Mr, Evins. Have pre le entering the so-called low-rent. housing, 
income enough to make them ineligible? 

Mr. Susser. I know of very few ineligibles that we have, or that 
I have heard of. We stick closely to the rule and follow it as closely 
as possible. 

r. Evins. What is the maximum in a small town in a southern 
community as to earnings and still be able to qualify for entrance 
into public housing ? 

Mr. Srusser. It runs quite low, I would say, in some of the com- 
munities in the South, about $3,000, which is the maximum, and 
beyond that they become ineligible. 

r. Evins. In excess of $3,000 they are ineligible? 

Mr. Susser. Yes, sir. 

9 Evins. How many per family are allowed under that limita- 
tion 

Mr. Susser. That, again, varies. There is an exemption for each 


child in the family which changes that somewhat. There is a $100 
exemption allowed for each child. 


PROJECT FINANCING PERIODS 


Mr. Evins. Have any of the projects been liquidated or retired in 
full payment ? 


Mr. Stusser. No, sir. 

Mr. Evins. None of them have been liquidated ? 

Mr. Srusser. The program is not old enough. You see, at the be- 
ginning of the program—— 

Mr. Tuomas. Was not the first one in 1937 ? 

Mr. Vourse.x. I believe you had 60-year loans at the beginning of 
mma pen ram; did you not? 

, coins e had 60-year loans when we started out financing. 

We were financing on a term of 60 years. We have cut that down to 
40 years, and all of our financing is done on the basis of 40 years. 
That is one reason the subsidy has increased over the years. 

Mr. Tuomas. You did not increase it to 60 70 in 1949; you cut it 
to40 years. You started at 40 years in 1937; did you not? 

Mr. Suusser. No, sir. 

Mr. Tuomas. When was it cut to 40 years? 

Mr. Stusser. In 1949. 
_ Mr. Evins. Is this the largest accumulation of reserve that the 
agency has ever had thus far? 

Mr. Stusser. No, sir; it was cut down; we cut it down. 

Mr. Evins. How much was the maximum at one time? 

Mr. Siusser. At one time, I believe, at the beginning we permitted 
them to accrue this in a 5-year period, and we cut it in half. 


22311—58—pt. 2 73 
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Mr. Tuomas. The thing that worries me is the fact that Mr. Evins 
brought out that these are now 40-year projects, and some of our 
public-housing units are going to be slums long before that 40-year 
— is up; 1s that not right? Is not that one of your headaches— 

ow to prevent that ? 

Mr. Srusser. Whether they will become slums or not? I do not 
think so. 

Mr. Tuomas. I do not know. I went into some this summer, and 
they were pretty close to it, and I called it to the attention of the 
manager, and he said it looked pretty bad. 

Mr. Stusser. There may be some of them which maintenancewise 
may appear that way. 

Mr. Tuomas. You should get a little paint on them and that will 
cover a multitude of sins. 

Mr. Stusser. That is right. 


CONTROL OF OPERATING RESERVES 


Mr. Evrns. Is it your view to let this $29 million accumulate for 
use ont come in later and ask for funds for renovations when neces- 

Mr. Stusser. Congressman, under what the Comptroller General 
is saying, that is not what would happen. He wants us to control 
that fund, and dole it out, as they come in for an order for repairs, 
or rehabilitation, and so forth. 

Mr. Evins. Would not that effect a better control of the fund? 

Mr. Suusser. We do not think so. We think we have very good 
control of it. We are auditing it constantly. They set these reserves 
aside and get the advantage of the investment. 

Mr. Evins. Do you think there are any particular areas in which 
the fund is excessive, and in which you might have a better control 
than in others, or, perhaps, in certain sections better management 
than in others? 

Do you have any flexibility or latitude along that line? 

Mr. Stusser. In a broad sense, I would have to answer you in this 
way: If we had the utopia in management, that would be one thing; 
we know we do not have it. There are some projects where we have 
management problems, and we are constantly riding the local author- 
ity. You do not get the same management, of course, in all areas. You 
eet good, bad, and some mediocre. From an overall standpoint, we 

lieve this is the best way. We have struggled with this thing quite 
a while, and have worked sincerely with it, and we believe this is a 
better way of managing it. It would mean we would have to build our 
own staff up if we were going to take this on to a greater extent than 
we have it now, and if we were going to have to follow through with 
the direct central-office control of these funds. 

Mr. Evrns. I ean certainly see the administrative difficulty if some 
local housing unit needed some additional money to repair roofs, for 
instance, to have to send a requisition all the way to Washington to 
get it approved before proceeding. 

Mr. Stusser. That is right. In their operating budget they estab- 
iish so much that they are going to accomplish each year for mainte- 
nance work, and then they are going to have to do a major job outside 
of these regular repairs. 
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There may be roof repairs, or repairs to the water-line system, or 
something of that nature, and they make them, and those matters 
which sometimes happen in between. 

Mr. Evins. How much does this $29 million represent in the aver- 
age of the overall Federal investment in the Federal housing 
program ? 

Mr. Stusser. It would be that percentage of $3.2 billion. 

Mr. Evins. $29 million of a $3 billion appropriation investment 
in public housing ? 

Mr. Rurrner. A little more than 1 percent. 

Mr. Tuomas. A tenth of 1 percent. 

Mr. Evins. I am sure that we all appreciate that you must have 
some operating capital. The question is how much is adequate. 

Mr. Wooren. I think it might be added, Mr. Chairman, if it would 
be of interest to the committee, there has been concern and there have 
been many pleas made to the agency that our policy has been too 
strict on this. 

Mr. Txomas. I can’t imagine that. I have been in too many of 
your projects. 

Mr. Wooren. That is a fact. We have engaged in studies in the 
past year, and every operation that we have contacted and made 
studies on, their reserve policies would have required tying up a 
much larger sum of money, so that we didn’t feel that we could come 
to this committee and propose that as a method ora policy. The present 
reserve policy, when it was developed, was presented to the com- 
mittee some years ago. That is essentially the same reserve policy 
that we are now operating under. 


PERIOD FOR ACCUMULATION OF RESERVES 





Mr. Bo.tanp. How long do you permit the local authorities to ac- 
cumulate this reserve; over how long a period of time? 
Mr. Suwusser. Over a 10-year wins 

Mr. Bouanp. One-half of 1 year’s operating expenses. It isa cheaper 
way to do it for PHA? 

Mr. Srusser. It is cheaper. It breaks down what they submit 
budgetwise, and the regional office reviews their budget, stating in 
their budget they are going to do so much work and so much money 
is set aside for that each year. That way we keep good control of 
the account. 













PROJECT SUPERVISION 





Mr. Botanp. How often does the administration go into these 
public housing, low-rent housing units to determine how well main- 
tained they are? 

Mr. Stusser. Our fiscal auditors go in each year and audit their 
accounts. The occupancy audit is about every 3 years, and about 
the same length of time on the engineering audit and management 
audit. 

Mr. Botanp. Don’t you have any of your investigative staff go into 
these projects in a period of 3, 6, 9 months? 

Mr. Suvsser. There is always someone of either the central office 
staff or the regional staff passing through within a year. 
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Mr. Botanp. You inspect them in a period of less than a year, I 
would hope. 

You must have people going into these projects within a 12-month 

veriod. 
: Mr. Stusser. Someone from the field office generally is around every 
project at least once a year, I would say. 

Mr. Botanp. These are all general questions now. You are going 
into the various phases later? 

Mr. Tuomas. Yes. 

Mr. Evins. I suppose there is a situation where certain special 
pleaders are able to receive larger contributions than others who are 
not so adept at pleading. 

Do you iaiien a rather uniform policy, or are some authorities get- 
ting less contributions than others on a unit basis? 

Mr. Stusser. No. That varies. Of course we have, I might say, 
1 or 2 that I know personally of that get no contribution at all. Those 
are very unusual circumstances, as there are at the other extreme, 
some of those that are nearly up to total in the annual contribution. 
That is, the amount that we possibly could allow. 

Mr. Evins. Have your auditing and accounting methods been gen- 
erally adopted by all the local Saneinin authorities throughout the 
country ? 

Mr. Stusser. Yes. They are standard forms. 

Mr. Evins. You feel you have pretty good control over them now 
and you have a good look at their operations ? 

Mr. Stusser. We believe so, for an organization as big as this is, 
spread across the country with the supervising agencies that go out 
beside ourselves. 

Mr. Evins. Do you have your own inspection or investigation 
service? 

Mr. Stusser. Yes, sir. We have seven regional offices in different 
parts of the country that are constantly doing that. 


DISPOSITION PROGRAM 


Mr. Evtns. I want to ask the Commissioner one or two questions 
about the disposition program. 

How large and extensive has been your disposal of surplus housing 
units to date ? 

Mr. Stusser. Originally we started out with approximately a mil- 
lion units. That has all now been disposed of or will be by June 30. 

Mr. Evrns. That is all that you propose at this time? 

Mr. Stusser. Outside of the mortgage portfolio, we are through 
with it. There may be a few scraps of land here and there that we 
will have to pick up again. 


LOW-RENT VACANCIES 


Mr. Botanp. How many low-rent housing units are presently unused 
and available? 

Mr. Siusser. By units, I couldn’t tell you that. By percentage we 
are at 97.8, which is almost perfect occupancy. We figure 98 percent, 
allowing for the turnover of the move-outs and move-ins. 
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Mr. Botanp (reading) : 


The Housing Act of 1956 authorized the execution of new contracts for loans 
and annual contributions after July 31, 1956, for a total of 70,000 units. The 
authorization is for 2 consecutive annual programs of 35,000 units and each 
program may be executed during a period of 2 years after it becomes available. 
The first program of 35,000 units was authorized to begin August 1, 1956, and 
will terminate on July 31, 1958. The second program of 35,000 units become 
available July 1, 1957, and will terminate on June 30, 1959. 

How many of those units are left ? 

Mr. Stusser. Of the 70,000 units? 

Mr. Botanp. Yes. 

Mr. Stusser. Approximately 65,000. Am I correct in that? 

Mr. Currie. Yes, sir. ane 

Mr. Botanp. Do you have any pending applications for those? 

Mr. Currte. I would have to ask one of these men who keep statis- 
tics what reservations have come in against that. I don’t know how 
many reservations are against the 65,000 not actually contracted for. 

Mr. Botanp. Will you supply that for the record. 

Mr. Currie. Yes. 

(The information to be supplied follows :) 

As of January 31, 1958, there was a total of 49,722 units either under program 
reservation or applications on file. This includes units authorized by the Housing 
Act of 1956 plus those units previously reserved and now released for planning 
under the current program. The total 49,722 units contains 31,296 units under 
program reservation and 18,426 represents applications. 

Mr. Tuomas. We are going into 87,000 units over and beyond those 
70. While you are on it you might as well develop it in detail, be- 
yond 1959. 

UNIT APPLICATIONS PENDING 


Mr. Botanp. I would like you to find out how many units are re- 
quired to service the applications that you have pending, the appli- 
cations that you have for low-rent housing. How many units will 
that entail ? 

Mr. Stusser. Again, don’t pin me down to the exact figures. May- 
be the Congressman knows them. He has read them. They shift 
from day to day. 

Mr. Tuomas. Let’s go into it later, and hold this to general ques- 
tioning right now. 

Mr. Stusser. We have approximately 87,000 units. I am using the 
Congressman’s figures now. They are under contribution contract 
that we are obligated to build some time. Those range from 1945 
down to the present time, in years. They may be waiting for slum- 
site or urban-renewal programs before they can move ahead. That 
will be cut back some because we are now weeding out inactive con- 
tracts. We say now either go ahead or cancel the program. Those 
are the orders we are issuing. 


SUPERVISION OF LOCAL AUTHORITIES 


Mr. Tuomas. Let’s hold that until we get to it, then go into it in 
detail. Develop the subject raised by Mr. Evins about your general 
supervision. What troubles me—and I have seen it enough to know 
it is bound to be a troublesome point with you—take your big areas, 
for instance, New York, where you have the Federal Government in 
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there with PHA, low-rent subsidized housing and you have the city 
of New York. They will have more units than the Federal Govern- 
ment. There is the State of New York. They have more units than 
the Federal Government. 

From a managerial point of view, what are your headaches? You 
are bound to have a good many. There is the local public-housing 
authority that will have, say, in round figures 25,000 units under its 
control, and only a third of them might be Federal units. You are 
bound to have some administrative problem. Here is a man that. is 
drawing a salary of $25,000 a year from the city of New York and 
our Commissioner, who has 400,000 units scattered throughout the 
United States under his jurisdiction doesn’t get anything like the 
salary he gets. You have those human equations. That local housin 
authority has 3 separate and distinct funds it has to administer an 
1 of them is Federal funds. 

Do you find that situation presenting to the United States Commis- 
sioner of Public Housing any administrative problems ? 

Mr. Stusser. We have some, sir. I would say they are not abnor- 
mal. We have the same there as we have other places. 

Mr. Tuomas. I don’t mean to localize to New York. That is one 
example of where you have that three-way proposition. 

Mr. Stiusser. We have that in New York, Connecticut, Massachu- 
setts, the State of Illinois. They have State housing programs in 
those States. We have found no great difficulty. We stay in our 
own field and manage our own in our own way. 

Mr. Tuomas. The trouble is you don’t manage any of them. The 
local housing authority manages them. 

Mr. Suusser. That is very true. 


Mr. Tuomas. What do you mean; you manage your own? 
Mr. Stusser. From the standpoint of managing the local housing 
authority or trying to manage it. I would say we have no more 


trouble in New York than we would have anywhere, and, possibly, 
Jess trouble. 


DISTRIBUTION OF ADMINISTRATIVE COSTS 


Mr. Tuomas. The local housing authority will have an administra- 
tive expense. We will use round figures. You have 8,000 units in 
the city of New York, and the State of New York will have 16,000 
units. Who pays all that administrative expense ? 

Mr. Stusser. We only pay our proportion of it. 

Mr. Tuomas. How do you know that is all you are paying # 

Mr. Stusser. We audit their books. We audit their records. 

Mr. Tuomas. How do you divide the costs? 

Mr. Stusser. We pay our percentage on a per-unit basis. 

Mr. Tuomas. It is commingled by the local housing authority of 
New York. 

Mr. Stusser. No. I think we keep our records separate, sir. 

Mr. Tuomas. I don’tsee how youdo. That isthe point I raise. 

Mr. Stusser. I am quite sure that is true. 

Mr. Tomas. I don’t see how it is possible to. It is all commingled, 
isn’t it? 

Mr. Suvusser. As far as their management is concerned, and they 
are controlled as a State organization. 
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Mr. Tuomas. You pay the Federal part of that management bill, 
don’t you? 


PER-UNIT COST BASIS 


Mr. Stusser. We pay only a per-unit cost for our share of that 
program, the same as we would pay in any program. 

r. THomas. You base it on a per-unit cost. If he manages 25,000 
units, and you only have 8,000 of the 25,000, his managerial cost is 
on the basis of 8,000 units? 

Mr. Suusser. That is right. 

Mr. Tuomas. That ought to be reasonably simple, or is it as simple 
as it sounds? 

Mr. Svusser. It isn’t, if you get into the State of New York, be- 
cause there it becomes quite complicated, but, from our program, what 
difficulties and troubles they have had up there, we haven’t seen too 
many of them. 

Mr. Tuomas. The head of the housing administration in New York, 
as I understand it, administers three programs—the Federal program, 
the city program, and the State program. Is that correct? 

Mr. Stusser. That is right. 

Mr. THomas. How is it complicated when you get into the State 
program ¢ 

Mr. Susser. I said, from their standpoint, it may be complicated. 

Mr. Tuomas. Anyway, from the Federal Government’s standpoint, 
it is not very complicated. You pay administrative costs on the basis 
of the number of units you have. 

Mr. Siusser. That is right; based on a per-unit per month cost. 


INDIVIDUAL OWNERSHIP OF LOW-RENT UNITS 


Mr. Vursecu. I have one question I believe would be an appropriate 
question here, since we have raised the question of these individual 
housing units in Cedartown, Ga. Will the occupants be permitted, 
if they so desire, to buy these various residences they are occupying ‘ 

Mr. Stusser. There is no legislation for that, presently. We have 
been thinking in that direction and have been talking about it, to 
see if those who become ineligible for low rent and have the ability 
to purchase, if some formula could not be worked out so they could 
purchase the property and return it to the local tax rolls and to the 
control of the local taxing district. 

Mr. Vurseii. Wouldn’t it require some change in the law? 

Mr. Stusser. Yes. 

Mr. Vursetu. They are all under a 40-year contract- 

Mr. Stusser. We would have the right to dispose of them now, but 
the law reads, “only for low-rent use,” after 10 years. The bond res- 
olution requires that the bonds are intact for 10 years. 

Mr. Vvrseti. You could sell off 1 or 2 or a dozen that are in this 
financing for the long term under the Federal Government ? 

Mr. Stusser. That is right. 

Mr. Vourse.tu. You don’t have that authority at the present time ? 

Mr. Stusser. We don’t have. 

Mr. Vurseii. You would have to have authority ? 

Mr. Stusser. We would have to have legislation to permit us to do 
that. 
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Mr. Vursetit. Thank you, Mr. Chairman. 
Mr, Tuomas. This has been a very healthy discussion. We have 
learned a lot by these general discussions. 


1959 BUDGET PROGRAM 


Mr. Reporter, the statement already has been inserted in the record. 
Let’s put in the record pages A—1, 2, and 3. 
(The pages referred to follow :) 












Bupeet ESTIMATES AND JUSTIFICATIONS FOR Fiscat YEAR 1959 Low-REenT PusBLic 
Hovusine PROGRAM 


SUMMARY AND HIGHLIGHT MEMORANDUM 


As one of the constituents of the Housing and Home Finance Agency, the 
Public Housing Administration is responsible for the coordination of develop- 
ment and management activities related to the low-rent public housing program. 


PROGRAM OPERATIONS 


The Public Housing Administration provides development and management 
services required for efficient operation of the low-rent public housing program 
and extends financial aid in the form of loans and annual contributions paid 
to local authorities which own and operate the public housing projects. 

The Housing Act of 1956, approved August 7, 1956, authorized the Public Hous- 
ing Administration to enter into new contracts for loans and annual contribu- 
tions for 70,000 units over a period of time extending from August 1, 1956, 
through June 30, 1959; the act also extended authority to execute contracts for 
578 units authorized by the Housing Amendments of 1955. As of June 30, 1957, 
8,477 units of this authorization had been placed under loan and annual con- 
tributions contracts. The budget program is based upon the premise that 33,466 
units will be placed under contract during fiscal year 1958, and 33,635 units 
during fiscal year 1959. 

The Public Housing Administration program to provide aid to the elderly was 
authorized by the Housing Act of 1956. Single persons 65 years of age or over 
and families, the heads of which were 65 years of age or over, were made eligible 
for low-rent housing. The Administration is also permitted to assist in the con- 
struction of new housing or the remodeling of existing housing in order to pro- 
vide accommodations designed specifically for elderly families. A limitation of 
$2,250 per room was established. 

The Housing Act of 1957 increased the maximum cost per room of housing for 
the elderly from $2,250 to $2,500. The authorized limitation cost of construction 
and equipment of regular units of low-rent housing projects was increased from 
$1,750 to $2,000 per room. 




























BUDGET ESTIMATES 


The following table presents a summary comparison of 1957 operations with 
estimates for 1958 and 1959: 














Appropriation or limitation 


Low-rent public housing program: 
Annual contributions. --...-...-..---- 












Nonadministrative expense limitation: 
Federally owned directly operated projects........_- 
Inspection of projects under construction........._. 


NE din ha tebe Rosiibks ein todn nnn Sin Sh seabh edd 
Federally owned directly operated projects, not subject to non- 
administrative expense limitation 
Administrative expense appropriation... _........-....-------.-.-- 






2,200,000 | 1, 500, 000 








1 Includes an estimated supplemental appropriation of $4,800,000 to be submitted at a later date. 
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ANNUAL CONTRIBUTIONS 


Annual contributions paid to local authorities increase each year as new units 
‘are placed in permanent financing and become eligible for annual contributions. 
During fiscal year 1957 annual contributions amounting to $90,634,812 were 
obligated. The estimates of $99,800,000 for 1958 are based on 367,911 units 
and $114 million for 1959 on 401,214 units. 


NONADMINISTRATIVE EXPENSE LIMITATIONS 


The nonadministrative expense limitation applicable to the low-rent public 
housing program has been composed of two elements: (1) operation and. mainte- 
nance expense of federally owned, directly operated low-rent projects; and (2) 
cost of site inspection operations during the construction of new low-rent proj- 
ects. These expenses do not involve appropriations of funds from the United 
States Treasury. Operation and maintenance expenses of federally owned, 
directly operated low-rent projects are paid from rental income of the projects. 
‘The cost of maintaining site inspection operations during the construction of 
‘new low-rent projects is paid from fees deposited.by local authorities. For 
fiscal year 1959, it is proposed that the nonadministrative expense limitation be 
restricted to the cost of site inspection operations. 


ADMINISTRATIVE EXPENSES 


The Public Housing Administration receives administrative expense funds 
from an appropriation for the low-rent public housing program. The expenses 
of personal services and all other objects of expense relating to development, 
construction, and management of low-rent projects are included in administra- 
tive expense budget estimates. 


BUDGET EXPENDITURES 


Estimated budget expenditures for the low-rent public housing program amount 
to $100.3 million in 1958 and $115.7 million in 1959. The principal items are ad- 
ministrative expenses and payment of annual contributions. 


PROGRAM ANALYSIS 


Mr. Tuomas. These tables really tell the story. It is summarized 
on A-1, A-2, and A-3. Let’s go into the background statement. Put 
B-1, and B-2 in the record. 

(The pages referred to follow :) 


BACKGROUND STATEMENT 


The low-rent public housing program is designed to give Federal assistance to 
local communities in providing decent, safe, and sanitary dwellings for low- 
income families. The local community determines its need for low-rent housing 
and then requests Federal assistance. Upon approval by the Public Housing 
Administration, the assistance initially provides temporary and permanent 
financing of the low-rent project. The local authority owns and operates the 
completed project. The administration pays annual contributions and, in ac- 
cordance with the annual contributions contract, reviews management and opera- 
tions tg insure that the objectives of housing legislation as well as contractual 
— ons are being fulfilled. The policy is embodied in the Housing Act of 

Strict standards for admission and continued occupancy are applied so that 
only eligible families benefit from the federally supported housing program. 
Families living in low-rent public housing pay rents related to income, not the 
size of the dwelling required. Bach family pays not less than 20 percent of its 
income for rent, including utilities, 

Two major financial factors enter into the rents charged for low-rent housing. 
They are operating and capital costs of the project, and the amount of contri- 
butions available from the Federal and local governments to reduce rents. 

The Federal Government provides the financial foundation for low-rent housing. 
it assists in financing the development cost of each project. A key element in 
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long-term, or permanent, financing is the pledge to pay an annual subsidy. The 
Public Housing Administration assumes this obligation by executing an annual 
contributions contract with the local authority requesting assistance. This con- 
tract calls for annual payments sufficient to meet interest and amortization 
requirements on bonds or other obligations issued to finance the development 
cost of the project. The excess project income over expenses is used to reduce 
annual contributions requirements. 

Local governments also contribute to the low-rent program. Under the law 
each project must be exempt from all real and personal property taxes levied: by 
State, city, county, or other political subdivision. The municipality agrees to 
furnish or cause to be furnished, without extra charge, to the project and its 
tenants the same services and facilities as it supplies other properties and citizens 
of the community. The local government’s contribution is reduced by payments 
in lieu of taxes made by the local authority. 


LEGISLATIVE AUTHORIZATIONS AND LIMITATIONS 


The United States Housing Act of 1937 authorized payment of annual con- 
tributions of not more than $28 miilion per annum. The Housing Act of 1949 
increased the authorization by $308 million to a total of $336 million per annum. 
Contractual commitments through June 30, 1957, to pay maximum contributions 
were estimated at $197.1 milljon per annum. 

Legislation enacted by the Congress in 1955, 1956, and 1957 expressly author- 
ized the Public Housing Administration to negotiate with local bodies as follows: 

1. Housing Amendments of 1955.—Enter into new contracts for loans and 
annual contributions for not in excess of 45,000 additional units during the 
period from date of enactment (August 11, 1955) through July 31, 1956. In 
addition, the 1955 act directed the Public Housing Administration to enter into 
only such new preliminary loan contracts as were consistent with the number 
of units specified in the annual contributions contracts. It omitted the previous 
year’s restriction which limited units to communities with a slum clearance 
and urban redevelopment or renewal program. 

2. Housing Act of 1956.—Approved August 7, 1956, this act authorizes a total 
of 70,000 units over a period of 3 years, lacking 1 month. It continues the general 
restriction and no contracts for loans and annual contributions, other than 
those specified in the act itself, can be entered into unless authorized by the 
Congress. It affects the low-rent program in a number of important ways: 

(a) It authorizes new contracts for loans and annual contributions after 
July 31, 1956, for not more than 35,000 units. This amount shall be increased 
by 35,000 additional units on July 1, 1957. Each 35,000-unit authorization 
terminates 2 years after the first date of the authorization. In effect, the 
authorization extends from August 1, 1956, through June 30, 1959. 

(b) The act requires that a community must have a workable program for 
effectively dealing with the problem of urban slums and blight areas before it 
ean enter into a new annual contributions contract for additional units after 
July 31, 1956. 

(¢) Any balance of the 45,000 units authorized by the Housing Amendments 
of 1955 not utilized by July 31, 1956, is available in any succeeding year. The 
number of units affected by the provision is 578. 

(d) The act removes all restrictions on the number of construction starts 
authorized in any 1 year. 

(e) The act provides aid to the elderly by stipulating that single .persons 65 
years of age or over and families, the heads of which are 65 years of age or 
over, are made eligible for low-rent housing. In addition, the Public Housing 
Administration may assist the construction of new housing or the remodeling of 
existing housing in order to provide accommodations designed specifically for 
elderly families. Prior preference to such families may be given by a local 
authority. ; 

3. Housing Act of 1957.—This act, approved July 12, 1957, further amends 
the Housing Act of 1937 with respect to eligible incomes at time of admission 
to or continued occupancy in low-rent housing projects. The act authorizes 
an exemption of (a) $100 for each adult dependent member of the family having 
no income and for each minor (other than the head of the family and his spouse), 
and (b) not to exceed $600 of the income of each member of the family other 
than the principal wage earner. The 1937 act is further amended so that for 
the sole purpose of determining eligibility for continued occupancy a public 
housing agency may allow from the net annual income of any family an exemp- 
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tion (a) for each minor member of the family (other than the head of the family 
and his spouse) of either $100 or all or any part of the income of such minor, 
(b) of $100 for each adult dependent member of the family having no income, 
and (c) not to exceed $600 of the income of any member of the family other than 
the principal wage earner. 

The immediate net effect of this new legislation will be a decrease in project 
revenue. Provisions of existing annual contributions contracts may, at the 
option of local authorities, be modified to allow application of the liberalization 
of income exemptions in determining rentals ; provided— 


(a) The application of such exemptions will not result in the admission 
of or continued occupancy by families who are not of low income within 
the meaning of the applicable State law and of decisions of State courts 
relating to the public purposes of low-rent housing ; 

(b) The application of such exemptions will not be inconsistent with 
the provisions of applicable State laws relating to the minimum rent-income 
ratios to be maintained in low-rent housing; 

(c) The application of such exemptions will not jeopardize the financial 


solvency of the project(s) under any annual contributions or Administration 
contract. 


The same conditions apply for determining rents for continued occupancy. 
Exemptions may vary among local authorities, depending upon the limitations 
of State laws. We believe that application of the new exemptions will tend to 
reverse the trend toward an undue proportion of broken and welfare families 
and by obviating the need for attempting to check on small amounts of income 
received by minors and other secondary income recipients. However, the change 
is expected to result in an immediate reduction in residual receipts of the projects 
and therefore tends to increase further the payment of annual contributions by 
the Government. 

The 1957 act also stipulates that every contract entered into for loans, annual 
contributions, or capital grants for a project for which the preparation of plans, 
drawings, and specifications has not been started or contracted for prior to 
the date of enactment shall require such plans, drawings, and specifications to 
follow the principle of modular measure in every case deemed feasible by the 
local authority. This will permit housing to be built by conventional con- 
struction, on site fabrication, factory precutting, factory fabrication, or any 
combination of these construction methods. 

The Housing Act of 1957 increases the room-cost limitation on regular dwelling- 
units from $1,750 to $2,000. In the case of Alaska or accommodations designed 
specially for the elderly, the cost limitation has been increased from $2,250 to 
$2,500 per room. 


Mr. Tuomas. It might be well for me to pick out, if you don’t object, 
gentlemen, some of the pertinent things, where we will keep the figures 
in mind when you get over into greater detail. [Reading. 


STATUTORY AUTHORIZATION 


The Housing Act of 1956, approved August 7, 1956, authorized the Public 


Housing Administrator to enter into new contracts for loans and annual contribu- 
tions— 


that is, the one we are operating under now, gentlemen, 70,000 units— 
over a period of time extending from August 1, 1956, through June 30, 1959. 
Is that 2 years and 10 months? 


The act also extended authority to execute contracts for 578 units authorized 
by the Housing Amendments of 1955. 


As of June 30, 1957, 3,477 units of this authorization had been placed under 
loan and annual contribution contracts. The budget program is based upon 
the premise that 33,466 units will be placed under contract during 1958 and 
33,635 units during 1959. 

Did you live up to your 1958 expectation ¢ 

Mr. Stusser. Weare not up to it now. 
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Mr. Tuomas. You have 4 or 5 months to go? 

Mr. Stusser. We have approximately 6,000 units under contract. 

Mr. Tuomas. You will meet your deadline? 

Mr. Stusser. It usually come in the last 2 months. 

Mr. Tuomas. Paragraph 2: 

The United States Housing Act of 1937 authorized payment of annual contri- 
butions of not more than $28 million per annum. The Housing Act of 1949 in- 
creased the authorization by $308 million to a total of $336 million per annum. 
Contractual commitments through June 30, 1957, to pay maximum contributions 
were estimated at $197.1 million per annum. 

That is based on the 70,000 authorized in 1957, plus the units under 
contract that you haven’t even started constructing in addition to that? 

Mr. Stusser. That is right. 

Mr. Tuomas. That is virtually 155,000 units that this amount of 
money you are requesting this year, around $114 million, that this 
doesn’t take into account. 

Let me read this paragraph on page B-5. I havea note up here. 

The construction phase begins with the authorization of the contract award by 
the regional director. 

This is more or less historical, in addition to the usual type of 
supervision by the staff of the regional office. 


UNITS UNDER CONSTRUCTION 


How many did you have under construction as of January 1, 1958? 

Mr. Rourrner. As of January 1, 1958, we had 24,036 units under 
construction. 

Mr. Tuomas. You have 32,600 to go to meet your deadline for 1958? 

Mr. Rurrner. Approximately that. 

Mr. Tuomas. Are these 24,000 only those authorized in 1957 out of 
the 70,000, or did you have some prior to that? 

Stusser. No. Those would be some of the contracts preceding 
1957. 

Mr. Tuomas. The answer is some of them go beyond, or antedate 
the 1957 authorization of 70,000 units? 


PENDING LAWSUITS 


Mr. Tuomas. How many lawsuits do you have on your hands? 

Mr. Susser. How many lawsuits? 

Mr. Tuomas. Yes, by virtue of your construction contracts. 

Mr. Stusser. I can’t give you the exact number. I know of several. 

Mr. Tuomas. How many are there? 

Mr. Stusser. I would say I know of five. 

Mr. Tuomas. Where are they located? You have two out of your 
Fort Worth office that I know of. Where are the others? 

Mr. Srusser. I don’t know of 2 in Fort Worth, I know of 1 in Fort 
Worth, I know of 2 in Los Angeles. 

Mr, Tuomas. I mean out of your Fort Worth office. That office 
covers New Orleans, too, does it not? 

Mr. Stusser. Yes. 

Mr. THomas. You have one in New Orleans? 

Mr. Stusser. You said the Fort Worth office. I am sorry. We 
have 1 in New Orleans, 1 in Dallas. We have 2 in Los Angeles out of 
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the San Francisco field office, and 2 or 3 in the New York area that I 
personally know about. sede, ; 

Mr. Tuomas. Are there any more than that?’ Who is going to pick 
up the tab for those lawsuits? 

Mr. Suusser. That depends on what the circumstances are. 

Mr. Evins. Who wins and who loses? yt 

Mr. Tuomas. It is a little complicated. Please explain it to us. 

Mr. Stusser. The action hinges around our contract relations with 
the local housing authority. a 

Mr. Tuomas. Suppose the housing authority loses. This is a con- 
struction project. Does the housing authority have any funds to pay 
or do they have to come to the central office for the funds? 

Mr. Siusser. They would have to take it out of their development 
fund. If they didn’t have it in their development fund they would 
have to come to the central office to get approval. 

Mr. THomas. Where does the central office get the funds? 

Mr. Stusser. They would take it from their authorization, their 
borrowing from the Treasury. 

Mr. Tuomas. Dollarwise, how much is involved in these lawsuits? 

Mr. Stusser. I don’t know them all. I know the one in New Or- 
leans. 

Mr. Tuomas. Will you list at this point the lawsuits where they are 
pending and the amount that the local housing authority is being 
sued for? 

Mr. Stusser. For the record, you mean ? 

Mr, Tuomas. Yes. 

(The information to be supplied follows :) 


Contractors’ suits against local housing authorities in which PHA may have a 
contingent liability 


[Amounts are exclusive of interest] 
California : : Amount involved 
Maurice L. Bein, Inc., v. Housing Authority of the City of Los 
Angeles—Project CAL-—4-21 ......-.......-..----5..----5 $209, 510. 77 
Hagstrom Construction Co. v. Housing Authority of the City of 
Los Angeles *—Project CAL-—4-16__-_._-------------.-___. 1, 856, 247. 46 
Delaware: 
Anthony P. Miller, Inc., v. Wilmington Housing Authority— 
PrOgeet. TR iret sy, Bicdin ~eeinined tdiiairen otebeinaie 508, 561. 43 
District of Columbia : 
Victor R. Beauchamp, Inc., v. United States (National Capital 
Housing Authority )—Project DC-1-16__-_.__--.___...._. 232, 216. 02 
Illinois: 
Friedman Electric Co. v. St, Clair County Housing Authority of 
the City of Hast St. Louis—Project ILL—1-4, 5..-..--___-____ 500, 000. 00 
Herlihy Midcontinent Co. v. Chicago Housing Authority—Project 
FANS Dis inns sadeinenctinimatipantcndintbcedcenadadiaiaonad 12, 037. 88 
Louisiana : 
Pittman v. Housing Authority of New Orleans—Project 


Fai 1 6 eerste ctereceannicianmsiiahinpitin Rieieiaeileied Nate RM ok 1, 084, 349. 90 
Maine: 


Cote Construction Co. v. Housing Authority of Van Buren— 

WEO0Cs Ma 1 on ecg edenntedbedidlaed 60, 000. 00 

Maryland: 

Construction Company of Maryland v. Housing Authority of 

Baltimore City—Project MD-2-12______-.__--.._.._______ 400, 000. 00 
John A. Johnson & Sons, Inc., v. Housing Authority of Balti- 

more City—Project MD-2-17__2_--_----_----- 4, 998. 70 
Sun Construction Corp. v. Housing Authority of Baltimore 

GH <P OG, TEMG icici ccs pewenticientbinsintcbsieiaidtanttatiimbesis 20, 000. 00 


This suit has been filed, but no service has been had on the Housing Authority, 
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Contractors’ suits against local housing authorities in which PHA may have a 


contingent liability—Continued 


{Amounts are exclusive of interest] 
Massachusetts : 


Joseph Rugo, Inc. v. Boston Housing Authority—Project 
MASS-2-11 

S. Volpe € Co., Inc. v. Cambridge Housing Authority—Project 
ER ea ene si ol Lice. nldeeh deca l—-—as 

Michigan: Steinle-Wolfe, Inc. v. Detroit Housing Authority— 
Project “MICH-1-8 
New Jersey : 

Terminal Construction Co. et al. v. Housing Authority of the 
City of Newark (consolidated claim)—Project NJ-—2-13__ 

David Schrenell & Co., Inc. y. Housing Authority of the City 
of Atlantic City—Project NJ-14-3 

North Carolina : 

Coble Construction Co. v. Housing Authority of the City of 
Durham—Project NC-13-1. The lower court awarded 
$25,017.35, but the decision is being appealed 

Coggins Construction Co. v. Housing Authority of the City of 
New Bern—Project NC-5-3 

Pennsylvania : 

Bendik Construction & Engineering Co. v. Fayette County 
Housing Authority—Project PA-15-7 

Raynar Benson, Inc. v. Elizabeth C. La Valley, Housing Au- 
thority of the City of Pittsburgh, et al_—Project PA-1-7_- 

B. J. Lucarelli & Co., Inc. v. The Philadelphia Housing Au- 
thority—Project PA-2-10 

Puerto Rico: 

Zequiera v. Municipal Housing Authority of the Capital of 
Puerto Rico—Project PR-2-9-1. The lower court awarded 
$55,166.65, but the decision is being appealed 

Totti & Totti vy. Municipal Housing Authority of Mayaguez— 
PR FA hn aR e hie —beeek 

Felia A. Leon, Inc. y. Puerto Rico Housing Authority— 
Project PR-G-28........-wibiidass-}uesakincs 

South Carolina: Cecil's, Inc. v. Housing Authority of the City of 
Gaffney—Project SC-17-1-2 
Tennessee, 0. B. Romano v. J. W. Bateson, Chattanooga Housing 
Authority, et al—Project TENN-+-6 
Texas: 

Fincher Construction Co. v. Housing Authority of the City of 
Rockwaltl—Project TEX-95-1 

Halsey v. Housing Authority of the city of New Boston— 


J. T. Hubbell, et al. v. Housing Authority of the City of 
Daltlas—Project TEX-9-11 

Moss v. DeBusk, Housing Authority of the City of Victoria, et 
al.—Project TEX-85-1-2 

Sherwin-Williams Company of Texas v. Housing Authority of 
the City of Dallas, et al—Project TEX-9-11 

J. W. Zempter Contracting Co., Inc. v. Housing Authority of 
the City of Galweston—Project TEX-17-3+4-5 

Virginia : 

Algernon Blair, Inc. v. Norfolk Redevelopment and Housing 
Authority—Project VA-6-11 

Zonolite Co., et al. y. Richmond Redevelopment and Housing 


Mr. Tuomas. You stand to lose during the fiscal year 
million dollars, do you not, in lawsuits against these various housing 
authorities ? 

None of them have any money to pay these judgments with ? 


Amount involved 
$250, 000. 00 
434, 604. 78 
190, 049. 44 


1, 899, 962. 88 
8, 500, 00 


75, 023. 68 
2, 232. 31 


106, 313, 41 
9, 459. 57 
449, 945. 60 


529, 024. 
32, 396. 


59, 247. 


68, 447. 


S67. < 
1, 685. 
906, 901. 2% 
24, 063. 
14, 576. 61 


30, 358. 09 


7, 382. 85 


60, 000. 00 
10, 095, 913. 06 


1959 9 or 10 
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Mr. Stusser. No. Not the construction judgment; not unless it is 
in their development fund. 

Mr. Tuomas. They don’t have anything in their development fund. 
They live right up to the hilt, don’t they ? 

Mr. Stusser. There are some surpluses in development funds. 

Mr. Tuomas. That would be the exception rather than the rule. Is 
there any in the development fund in New Orleans, Dallas, San Fran- 
cisco, or New York? 

Mr. Susser. I would have to ask Mr. Wooten or Mr. Currie to 
answer you on that. 

Mr. Wooren. In some instances the contracts outstanding would 
have enough limitation within the contract dollars to settle some suits. 
Some would not be settled within those contract dollars. 

Mr. Tuomas. Where the contractor himself is suing the authority 
there are no funds then in it. This is not a dispute between a sub- 
contractor but a prime contractor and the housing authority, like you 
have in Dallas or New Orleans. 

Mr. Srusser. I don’t know what the exact circumstances of their 
dollar fund is. I would say they have some money in the development 
fund. However, they do not have enough if that total judgment were 
rendered against them and sustained. Then it would become a ques- 
tion of our relation in the contract with them, as to whether we were 
responsible or whether they were responsible. 


NEW ORLEANS HOUSING AUTHORITY LAWSUIT 


Mr. THomas. What is the nature of your lawsuit in New Orleans 
against the New Orleans Housing Authority ? 
Mr. Stusser. We had two. There was a question of failure—I may 


be wrong on this, I am not too clear on it. We had a couple down 
there. One was settled and the building was completed. I think 
that is the one that is still pending now. It was a failure of the 
utilities under the structure, built below ground, and the utilities were 
strapped to the underpinning of the building. The settlement of the 
building broke some of the lines. 

Mr. Tuomas. I presume the contractor said that was at the insti- 
gation of the regional office ? 

Mr. Stusser. No. The only thing they say in that sense is that they 
always put the finger on us by saying “You appear to be to blame.” 

Mr. Tuomas. The regional office is responsible for carrying out the 
contract. 

Mr. Stusser. No, the local authority is responsible for carrying 
out the contract. 


CENTRAL OFFICE APPROVAL OF PLANS AND SPECIFICATIONS 


Mr. Tuomas. But you have to approve the plans? 

Mr. Stusser. We approve the plans. 

Mr. Tuomas. They are your plans. If anything goes wrong it 
comes back to you ¢ 

Mr. Suusser. They are the plans of the local architect. They hire 
the local architect under a contract. He designs the building and 
the plans for the building. 
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Mr. Tuomas. If anything goes wrong with the Federal Govern- 
ment has to pay for it ? 

Mr. Suusser. They generally have, I will put it that way. 

— Tuomas. Those things usually are beyond your control, aren’t 
they 

Mr. Siusser. Very much so; yes, sir. 

Mr, Tuomas, Could you strike out a bad part of the contract, 
or a certain requirement of a contract and a certain type of con- 
struction in a contract? You have to approve it overall, don’t you, 
before it is placed in final execution ? 

Mr. Stusser. We do that; yes, sir. We review the plans, and the: 
SpeciDenHoDe and many times we disagree with them and have them. 
revised. 

Mr. Tuomas. You do have the authority to revise their plans 
and specifications ? 

Mr. Siusser. There is a point up to where we can. I am into that 
now, because of costs. I have set a limitation to which I have said 
we will not exceed until I get further authorization from someone 
higher than myself. That has resulted in a good many quarrels with 
local housing authorities because they want to go to a certain type 
of construction, a certain amount of density. 

Mr. Tuomas. You have to get along with your own crowd, don’t 

ou? 
. Mr. Stusser. They are people of the United States, and the re- 
lationship is so established stautorily and contractually with the local 
authorities, and they do not always agree with my opinions about how 
things ought to be. 
PROGRAM STATUS 


Mr. Tuomas. Put the table B-6 in. Available for occupancy at 
the end of fiscal year 1959, you will have 450,151 units. Your table is 
a good one, showing your loan contracts for 1957, 1958, and your 
annual contribution contracts, et cetera. 

(The page referred to follows :) 


Program status, by stage, at year end 


1957 actual 
1958 esti- 1949 esti- 
mate, units} mate, units 
Projects Units 


Preliminary loan contract executed but site not selected_}..........-- q 25, 698 1 12, 563 
Site seers but annual contributions contract not exe- 
cute : 
Annual contributions contract executed but construc- 
tion not started 
Construction started but not available for occupancy... 
Available for occupancy.......--. ati iia ia ta iach 


1 Includes inactive units which may not reach the annual contributions stage. 
2 Includes 8,996 sites (364 reactivated units) for which sites have not beenselected. Also includes part ofa 
Public Law 671 project with 228 units being rehabilitated under Public,Law 171. 


PRODUCTION FORECAST 


An understanding of the workload is best achieved by considering the program 
accomplishment in each of five critical stages in the development process. The 
following analysis presents the forecast for the 3 budget years: 
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PRODUCTION FORECAST 
Mr. Tuomas. Put page B-7 in the record at this point. 
(The page referred to follows :) 


Production forecast 
{In number of dwelling units] 
















1957 actual 





1958 estimate | 1959 estimate 





1, Preliminary loan contract executed 
2. Site selected______ eenecipussncnantiveharteca-atmcidhieniatpeccahinamitedenaie 
3. Annual contributions contract executed 
ip RERNNGRENG GEREUOE...< <c.rrcdnatdedechbenceduncthiadentinaned 
5. Completed occupancy 
6. 


Transferred to low-rent use. 






oder ae meee ewe e enn eeeeeeswmesoesoen| My BUD [www nnn wn men lo nedenwenneese 


1 Includes 348 units reactivated, which are not charged to the current legislative authorizations. 


The forecast anticipates that all units authorized by the legislation in effect 
during fiscal years 1958 and 1959 will be placed under annual contributions con- 
tracts by June 30, 1959. 

A total of 90,016 units were under annual contributions contracts, awaiting 
construction starts, as of June 30, 1957. To this inventory will be added the 
67,101 units to be placed under contract during fiscal years 1958 and 1959. Con- 
struction starts of 68,408 units are scheduled for the fiscal years 1958 and 1959, 
leaving a balance of 88,709 units ready for construction in the years succeeding 
fiscal year 1959. By June 30, 1959, 450,151 units should be available for 
occupancy. 


Mr. Tuomas. Let me read this language: 


A total of 90,016 units were under annual contributions contracts, awaiting 
construction starts, as of June 30, 1957. To this inventory will be added the 
67,101 units to be placed under contract during fiscal years 1958 and 1959. Con- 
struction starts of 68,408 units are scheduled for the fiscal years 1958 and 1959, 
leaving a balance of 88,709 units ready for construction in the year succeeding 
fiscal year 1959. By June 30, 1959, 450,151 units should be available for 
occupancy. 

Provided you get the money, is that right? You have to have the 
money for those? 

Mr. Susser. No; we have to have the authorization of units. 

Mr. Tuomas. You already have them. That is what you say here. 

Mr. Stusser. I beg rr pardon; yes. 

Mr. Tuomas. You have to have the money. You already have au- 
thorization of the units. You already have some type of a contract. 

Mr. Stusser. That is right. 

Mr. Tuomas. You need the money? 

Mr. Suusser. That is right, sir. 





































UNITS AVAILABLE FOR OCCUPANCY 


Mr. Tuomas. By June 30, 1959, you will have 450,151 units available 
for occupancy, and this is my language— 

After June 30, 1959, you will have another 88,709 in some measure or some 
degree read to go, provided you get the money to start them with. 

Is that correct ? 

Mr. Stusser. Not to start them with, but to pay the annual subsidy. 

Mr. Evins. The language is “should be available.” 


Mr. Siusser. All the money for construction is the money we get 
from the bond sale. 


Mr. Tuomas. I understand. I am using loose language. 
22311—58—pt. 2——74 
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Mr. Wooren. I think you would want one addition to your figure. 
The 57,586 units in construction at the end of the year would add to 
the figures you have. Your figures are correct, and I believe you 
would want to add the next to last figure on table B—6, 57,586 units, 
under construction but not yet in the completion figures. 

Mr. Tuomas. Isn’t that included in 450,151? 

Mr. Wooren. No, sir. 

Mr. Tuomas. What part of that 57,000 was included in the 450,000? 

Mr. Wooren. None of that. You have three categories. You have 
those .on which construction is not started, 88,000, then construction 
started but not in occupancy, not completed for 57,000, and then those 
completed. 

Mr. Tuomas. How many are we going to add to that ? 

Mr. Wooren. Fifty-seven thousand five hundred and eighty-six. 

Mr. Tuomas. That is 495,000 units. 

Mr. Wooren. Four hundred and fifty plus 88, and plus 57, would 
be 595,000 or 596,000 when they are all completed. 


CAPITAL FINANCING 


Mr. Tuomas. That is a lot of units. Let’s look at the “Capital 
financing.” We have pages B-17 and B-18 dealing with big financing. 
It is interesting. We might put it in the record. We will insert B-19 
in the record also at this point. 

(The pages referred to follow :) 


CAPITAL FINANCING 


Under the provisions of the United States Housing Act of 1987, the Public 
Housing Administration is authorized to furnish capital financing as an addi- 
tional means of assisting low-rent housing projects. In providing financial as- 
sistance to the local authority during the initial financing stage and in making 
available temporary financing until temporary notes can be sold to private 
investors, the administration guarantees that the project will progress to the 
point where permanent financing can be arranged. The subsidy granted by the 
annual contributions contract is adequate to assure an amount for the period 
and in the manner necessary to achieve and maintain the low-rent character 
of each project. 

The extent to which the administration holds notes, bonds, and mortgages of 
local authorities and others is shown below : 


Acquisitions, repayments, and year-end balances of notes, bonds, and mortgages 
of local authorities and others held by the Public Housing Administration 


{In thousands of dollars] 


| 
Prelimi- Perma- 
nary and | nent loan Bonds j|notesand 
advance notes mort- 
loan notes gages 


Balance, June 30, 1957-_- i : $9, 663 $69, 013 $2, 937 
Acquisitions ‘tom 443 259, 096 | 135, 000 3 50 
Repayments... .--_- . lan sf | 134, 500 225 
Balance, June 30, 1958__- Seen 10, 163 68, 623 2, 762 
Acquisitions... __- ae ; 50 
Repayments 

B , June 30, 1959_- 


203 
2, 609 | 
+ eae ee | 
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Interest earnings on loan activity and interest expense which represents pay- 
ment on Treasury borrowings are shown in the following table: 


1957 actual | 1958 estimate | 1959 estimate 


Interest income__._______. \ $3, 482, 000 | 


$3, 445, 000 
Less interest expense ; 2, 250, 000: | 2, 250, 000 


Net interest income 1, 232, 000 | 1, 195, 000 


Further information concerning the activities appropriate to the initial; tem- 
porary, and permanent stages of financing is given below : 


INITIAL FINANCING 


The local authority, having demonstrated a need for low-rent housing which 
is not being met by private enterprise, applies to the Administration for a pro- 
gram reservation for low-rent housing and a prej/iminary loan contract to pro- 
vide funds for the planning of this housing. Upon execution of a program res- 
ervation and of a preliminary-loan contract, the Administration advances pre- 
liminary-planning funds secured by a preliminary note. 

With the approval of the Administration, a local authority selects a site 
and develops plans for specific projects. It then enters into an annual contribu- 
tions contract with the Administration. Under the terms of this contract, 
the Administration agrees to lend funds for the site acquisition and for final 


planning’ and construction costs up to a stipulated amount not in excess of 90 
percent of development costs. 


TEMPORARY FINANCING 


In practice, the loan commitment at the time of annual contributions contract 
execution is limited to an amount sufficient to pay for site acquisition, final plan- 
ning costs and to meet the first partial payment due the construction contractor. 
Pending permanent financing, the contractual commitment is revised upward at 
intervals of approximately 3 months until permanent financing occurs or until 
90 percent of development cost is committed. 

Funds are first advanced by the Administration as required, based on demon- 
strated need, and are secured by advance-loan notes. Advances are made until 
the amount outstanding is sufficient to warrant the issuance of temporary notes 
to the public. Proceeds from the first issue of temporary notes to private in- 
vestors are used to pay off the advance-loan notes. This maximum use of pri- 
vate capital correspondingly reduces the need for borrowing from the Treasury. 

Because the Administration is committed to advance funds, if necessary, to 
cover the principal and interest of temporary notes on their maturity, the notes 
have excellent security. In 1957 they sold at interest rates averaging slightly 
over 2 percent. Since direct advances bear interest at the going Federal rate 
on the date the contract is executed, the use of private capital has two important 
benefits—it conserves the use of Federal funds and, through lower interest 
rates, reduces the development cost of the project. All temporary notes sold 
to the publie are retired as soon as the local authority sells long-term bonds. 


PERMANENT FINANCING 


Permanent financing of the projects is ordinarily accomplished through the 
sale by the local authority of long-term new bonds to private investors. The 
local authority may sell bonds after the start of the main construction contract. 
In practice, bonds are sold at about the time the last 10 percent of the develop 
ment cost is required, that is, just prior to the completion of construction. The 
bonds mature serially over a period of years, generally running up to 40 years, 
and the maturities are so arranged that the debt service (interest and amortiza- 
tion) is a level,amount.each year. Whenever it becomes necessary to finance 
additional development cost incurred subsequent to the bond sale, the Adminis- 
tration purchases temporary or permanent notes of the local authority. 

In the past, under Public Laws 412 and 671, some permanent financing has 
been accomplished directly by the Administration and some projects have been 
continued in temporary financing provided by the Administration. Wherever 
Possible, however, the investment in low-rent public housing has been shifted 


from the Federal Government to private investors through refinancing opera- 
tions. 
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Because interest rates on bond. offerings: have been increasing rapidly, the 
Administration has not encouraged the issuance of new local.authority bonds 
during recent months. The average interest rate rose from 2.3547 in February 
1956 to 2.8847 in April 1957. Since there is a market for temporary notes at 
lower interest rates, it has been possible to forego permanent financing at higher 
rates. This temporary financing keeps Treasury borrowings at a low level. 
Treasury borrowings stood at $41 million on June 30, 1957. It is expected that 
approximately this level will be maintained during 1958 and 1959. 

Financing totaled $156,505,000 for 19,302 units during fiscal.year 1957. It is 
estimated that $120,325,000 for 9,322 units will be financed in fiscal year 1958 
and $448,031,000 for 36,122 units in fiscal year 1959. 


ANNUAL CONTRIBUTIONS 


Low-ReEent Pusirc Houstne Program Funp 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
1. Dev oun and management operations: 
(a) ———_ operations: 
Development loan commitments: 


New commitments $202, 330, 360 
Refunding direct with guaranteed loans_| 151, 947, 898 
——— and mortgage loans... -- mm — 


35 


$2 
S38 


Aeentunion of equipment ond operating 
improvements 406, 416 
Expe 799, 101 
(c) Technical services operations: Expense-.-.-----.- 316, 658 
(d) Annual contributions, statutory grants 90, 634, 813 
(e) Working capital absorbed 4: 
2. Disposition operations: Expense 11, 978 
3. Interest on borrowings 1, 876, 414 
4. Administrative expenses 9, 997, 266 


| BES 
$32 


3S: 
#| 338: 


Total program (obligations) 458, 516, 172 


Financing: 
Amounts becoming available: 
Appropriations: 
Annual contributions 
Administrative expenses 
Authorization to expend from public debt receipts 
«cancellation of notes pursuant to Public Law 176, ap- 
proved guy St. 31, oa 
Revenue an — 
Collection of evelopment loans from local au- 
thorities: 


Fp 
B 
iq 


ee 
& 

BISSsIeee 
5 


Refunding direct with guaranteed loans 
Permanent financing 
Collection of other loans 
Interest on loans 
Revenue from federally owned projects 
Technical service fees 
Disposition proceeds and other revenue. 
Adjustment of — year transactions, net 
Recovery of prior year obligations (reduction of loan 
commitment due to permanent financing and other 
cancellations) 62, 260, 656 


Total amounts becoming available 418, 160, 629 
Unobligated balance brought forward (authorization 
to expend from public debt receipts) 594, 331, 801 


~ 
on 
z& 
~ 


BSS 
S8828SS5 


g 
- 
83 
= 


§ 


8B 
# 


z 
8 
s 


Total amounts available 1, 012, 492, 430 |1, 111, 158, 014 
Return of unexpended appropriations to Treasury (—): 

Annual contributions —3, 131, 786 

Administrative expenses —1, 261, 635 
i transfers (payment of property receipts to 


reasury —921, 000 
Unobligated balance carried forward (authorization 
to expend from debt receipts)_................-..--. —306, 923, 514 | —377, 005, 714 


Financing applied to program 458, 516,172 | 713,313, 500 855, 635, 300 
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Mr. Tuomas. Let’s look at the annual contributions. 


-- Mr. Pepe put pages C-1, C-2, and C-3 in the record, and the 
table on ’ 


(The pages referred to follow :) 


Low-RENT Pustrc Housing ProgRAM—ANNUAL CONTRIBUTIONS 






Execution of the annual contributions contract establishes the basic contrac- 
tual relationship between the Public Housing Administration and the local au- 
thority and is a necessary prerequisite to permanent financing of the project. 
During the 1957 fiscal year, 44,718 units were put under contract. 

This major development stage is reached after the execution of a preliminary 
loan contract and the selection of a site. Execution of the contract enables the 
local authority to proceed with construction, using proceeds from temporary 
financing, and to obtain ultimate permanent financing through sale of bonds as 
the project is completed. 

Four steps lead to the establishment of the fixed annual contribution; namely, 
determination of the maximum development cost, the maximum contribution 
rate, the maximum annual contribution, and finally the minimum development 
cost. 

Until the project is permanently financed, the Administration. considers itself 
committed to pay the maximum amount based upon the most recent estimate of 
total development cost of the project. The maximum annual contribution is 
produced by applying the annual contribution rate, a figure equal to the going 
Federal rate of interest plus 2 percent, to the maximum development cost. 

When the project is permanently financed, bonds are issued in a principal 
amount equal to the minimum development cost. Then, the level debt service 
(the uniform sum required annually to pay principal and interest on bonds) is 
ealculated. If, subsequent to the issuance of bonds, an upward revision of the 
minimum development cost proves necessary, this increase must be taken into 
consideration when determining the level debt service. The fixed annual con- 
tribution is the limit that the Administration is committed to pay each year to 
service all debt incurred to meet the development cost of the project. 

The fixed annual contribution serves a threefold purpose. First, it assures the 
provision of housing for families of low income because the average rent theore- 
tically can be as low as operating expenses (including utilities supplied to ten- 
ants), inasmuch as the fixed annual contribution is adequate to cover debt serv- 
ice on bonds issued for development cost of the project. Second, it enables the 
local authority to market its tax-exempt bonds whose level debt service is 
secured by an unconditional pledge of Federal annual contributions. Third, the 
resulting favorable interest rates minimize the Federal Government’s cost of sub- 
sidizing low-rent housing. Chiefly because of these low interest rates, the fixed 
annual contribution is generally less than the maximum contribution. 

The Administration is striving to maintain operating expenditures at a pru- 
dent level and, together with the average rental scale permitted by the United 
States Housing Act of 1937, as amended, this results in annual contributions pay- 
ments of about 82 percent of the total maximum subsidy. 

In practice, the full amount of fixed annual contributions is not required 
because in determining the amount to be paid each year there are four factors 
which are capable of reducing the amount of annual contributions. 

By far, the most important factor is residual receipts, excess of operating 
receipts over operating expenses, of completed projects having reached the normal 
operating cycle. All of this excess is available to reduce annual contributions 
throughout the period covered by permanent financing. 

The other three factors are of a temporary character and usually operate to 
reduce only the first or second annual contributions payments. These factors 
are: accrued interest, capitalized interest, and residual receipts at the end of the 
initial operating period. 


THE ANNUAL CONTRIBUTION ESTIMATE 








The estimate of the appropriation for annual contributions has been prepared 
on the basis of an analysis of the projects and/or contracts. A determination 
of the projects which will be eligible for annual contributions is made by (1) 
identifying the projects eligible in 1957; (2) identifying the projects already 
permanently financed but not eligible until 1958 or 1959; and (3) developing a 
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schedule of estimated permanent financing on a project-by-project basis, thereby 
establishing the dates which determine additional projects becoming eligible in 
fiscal years 1958 and 1959. For the projects determined to be first eligible for 
annual contributions in 1958 and 1959, estimates are developed on the basis 
of approved operating budgets. 

The 1958 budget estimates for annual contributions requirements, included in 
the budget of the United States, amounted to $99 million. This amount was 
included in the appropriation request submitted to the Congress which appro- 
priated $95 million. The present estimate for 1958 increases the annual conrtri- 
butions requirements to $99.8 million. The difference between this revised esti- 
mate and the appropriation is $4.8 million, representing the indicated need for a 
supplemental appropriation for 1958. 

The increase in the revised estimate for 1958 is due primarily to increased 
operating costs, particularly for repairs, maintenance, replacements, and operat- 
ing improvements. This current estimate is based on budgets finally approved 
for the applicable fiscal periods and on financial statements submitted by local 
authorities. Local authorities’ reports for their fiscal year endings, March 31, 
1957, and June 30, 1957, for which annual contributions payments are made in 
the fiseal year 1958, reflect actual income, expense, and residual receipts. The 
revised estimate also shows that residual receipts are not rising in proportion to 
the increased number of units under annual contributions contracts. 

The modification of maximum income limits for admission for all low-rent 
housing projects administered under the Housing Act of 1937, as amended in 
1957, could effect a decrease in rental income in 1958 and ensuing years. Prior 
to the amendment contained in the Housing Act of 1957, exemptions for rent 
purposes at time of admission consisted of $100 for each minor member of a 
family other than the head of the family and his spouse. The 1957 amendment 
revises the exemption to include $100 for each adult dependent member having 
no income, plus $100 for each minor member and $600 of income of each member 
of the family other than the principal wage earner. The same exemptions are 
authorized in determining rents for continued occupancy. These increased 
exemptions for admission to or continued occupancy in low-rent projects are not 
mandatory but may be applied at the option of local authorities. 

If this amendment results in an appreciable reduction of revenues and a corre- 
sponding increase of annual contributions, the 1958 and 1959 estimates may be 
increased. 

Details concerning the determination of annual contributions for all eligible 
locally owned projects are shown in the table which follows: 


Summary of annual contributions requirements all locally oiwned projects eligible 
for annual contributions 


1957.actual | 1958 estimate | 195%estimate 


Fixed annual contributions | $116, 685, 509 | $118, 000,000 | $139, 000, 000 
Deduct: Fixed annual contributions in excess of debt 


service requirements for Public Law 671 projects in 
temporary financing 312, 948 | 300, 895 300, 841 


Net fixed annual contributions 116, 372, 561 117, 699, 105 38, 699, 159 


Deduct: Amounts available to reduce annua) contribu- 
tions: 
Accrued interest 945, 533 151, 326 5, 226, 278 
Capitalized interest 1, 786, 462 697, 829 758, 629 
Residual receipts, end of initial operating period 782, 323 245, 789 217, 505 
Residual receipts, current period 22, 223, 430 16, 804, 16] 8, 496, 


Total amount available te reduce annual contribu- 
tions ao én wae 25, 737, 748 17, 899, 105 24, 609, 1 


Annual contributions requirements. 90, 634, 813 1 99, 800, 000 000, 


Number of units _- 365, 896 367, | “401, 214 


1 Includes a proposed supplemental appropriation of $4,800,000 to be submitted for. consideration at a 
jater date. 
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Mr. Tuomas. For this year you are seeking $114 million against 
$99.8 million. Does that include the $4.8 millinn supplemental ? 

Mr. Rurrner. Yes, sir. The current appropriation 1s $95 million. 

Mr. Tuomas. How many units will this $114 million take care of 
in the way of annual contributions? 

Mr. Rurrner. 401,214 units. 

Mr. Tuomas. Against 367,911 last year and 365,896 for 1957. When 
we get under annual contribution contracts, you will have total bill 
for all the projects that are authorized of $197 million, and a total 
number of units of how many? 538,900 plus 65,000 more? 

Mr. Rurrner. Approximately 596,000 units; that is right. 

Mr. THomas. You have no request for funds for annual contribution 
contracts beyond the 70,000 units authorized in 1957? The answer 
is “No”? 

Mr. Rurrner. That is correct. 


MAXIMUM ANNUAL CONTRIBUTIONS FOR UNITS AUTHORIZED IN HOUSING 
ACT OF 1956 


Mr. Tuomas. But to place under annual contribution some 87,900 
units which have some degree of progress already made on them, 
but not under construction, how much money would you need to put 
them under annual contribution over and above the $114 million re- 
quested here ? 

Mr. Rurrner. We have not calculated that figure. We could take 
an average cost for construction per unit and calculate the annual 
contributions on it and insert it in the record, Mr. Chairman. 

Mr. Tuomas. All right. 

(The information requested is as follows :) 


Estimated marvimum commitment to pay annual contributions, after execution 
of contracts for units authorized by the Housing Act of 1956 


[In millions of dollars] 


Contractual commitments through June 30, 1957, to pay maximum ‘annual 
contributions were estimated at 
Add: Estimated additional annual contributions requirements as of June 


30, 1959, for 67,101 units remaining in the authorization of the Housing 
Act of 1956 


Total estimated contractual commitments through June 30, 1959, to 
DRY nan Dien COME TDOLIOe ee eee 
1 The additional requirement is computed as follows: 
New units 
Average development cost per unit 3; § 
Total development cost... ssi ei $932, 703 


Factor for 40 years, at 3 percent interest percent__ 


Fixed annual contribution anata 


? This does not take into aceount the residual receipts from project operations which are 
used to reduce annual contributions. During fiscal year 1957, the residual receipts 
amounted to 22 percent of the maximum annual contribution payable. 


UNITS COVERED BY ANNUAL CONTRIBUTIONS 


Mr. Tuomas. These 401,214 units you will take care of in the way 
of annual contribution will be units completed and ready to be occu- 
pied at the end fiscal year 1959? 
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Mr. Stusser. That is correct. 

riteh Tomas. How many applicants do you have for these 401,214 
units? 

Mr. Stusser. I don’t think we could answer that, sir. That would 
be ne applicants each individual housing authority would have on 
its roll. 

Mr. Tuomas. You are bound to have that many applicants, or else 
I assume you wouldn’t approve those annual contribution contracts, 

Mr. Stusser. That is correct, sir. 

There would be applications in excess. 

Mr. Tuomas. Is it a fair statement you have a qualified applicant 
for each of these units? 


NUMBER OF HOUSING AUTHORITIES 


How many housing authorities do you have in the United States? 

Mr. Susser. 908, I believe, is the figure. 

Mr. Tuomas. How many do you have outside the continental United 
States and where are they located? 

Mr. Stusser. 908 would be the total. We have the housing authori- 
ties in Puerto Rico, in the Virgin Islands, 1 in Alaska, and 1 in Hawaii. 

Mr. Tuomas. Which regional office serves them ? 

Mr. Stusser. San Francisco regional office serves Hawaii and 
Alaska, and in Puerto Rico we have a, small regional office. 

yr Tuomas. The office serves its own. How many employees 

there 

Mr. Stusser. I believe it is 36 employees. 


DEBT-MANAGEMENT COST 


Mr. Evins. How much is your annual debt-management cost run- 
ning on these 401,000 units? I see your justification statement of 
annual contribution, but you say, “Not including the debt-manage- 
ment cost.” How much is your debt-management cost, to be added 
to these figures ? 

Mr. Rurrner. It is on page C-4; this $300,841 in fiscal year 1959 
that you are looking at happens to be a few small projects that were 
financed at low interest rates, and, because of the financing arrange- 
ments, the fixed annual contribution is actually in excess of the re- 

uirements; so, in order to keep our record straight, we subtract that 
rom the maximum contribution. That is not an expense, Mr. Evins. 
It is just one of the financing arrangements. 
‘ Mr. Wooren. Your net figure is the $138 million. That is the top 
gure. 


ANNUAL-CONTRIBUTIONS FORMULA 


Mr. Tuomas. What is the basis, or the yardstick you go by in 
measuring the annual contribution to any project ? 

Mr. Currte. The level debt service required to amortize the debt 
of the authority. It is the annual princiee and interest payments 


on the debt of the authority. That would be the full contribution, 
or subsidy payment, less the residual receipts available in any 1 cur- 
rent fiscal year. 
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Mr. Tuomas. Do you mean the annual contribution? Here is X 
_ project that costs a million dollars. The interest and amortization 

is $100,000, we will say, which would be awfully high. The annual 
contribution then is $100,000. 

Mr. Currie. That is right. 

Mr. Tuomas. What do you do with the income? 

Mr. Currte. Less whatever is available in each year from the 
residual receipts of the project. 

Mr. Tuomas. We know. I am trying to get a crisp, clean, state- 
ment. 

Mr. Wooren. This may oversimplify it, but I think what you are 
asking, Mr. Chairman, is this: that the amount of our contract is 
essentially 





Mr. Tuomas. The amount of your contribution contract. 

Mr. Wooren. Is equal to the debt service on the development cost 
of the project, the original development cost of the project. It is the 
_—— which, spread over a period of 40 years, would liquidate that 

ebt. 


USE OF RENTAL INCOME 


Mr. Tuomas. The income from the project is rent. What do you 
do with your rent money ? 

Mr. Wooren. The income from the project is used, first, to pay the 
cost of operating that project, and any that is left beyond that be- 
comes available to reduce the annual contribution that would other- 
wise be required. 

Mr. Tuomas. You overlook a rather big factor there. Your main- 
tenance and operation comes out of that, doesn’t it ? 

Mr. Wooren. I put that in terms of operation. I mean administra- 
tive, maintenance, and other costs of operating the project. 

Mr. Tuomas. How is that running, compared with your rent? 
Your x cost, salaries, expenses, repairs, and your utilities are 
all paid. You pay all utilities, don’t you? 

Mr. Wooten. Yes, sir. 

Mr. Tuomas. How is that running now? 

Mr. Rurrner. For fiscal year 1957, the total cost was approxi- 
mately 78 percent of the income, which left approximately 22 per- 
cent of total income to reduce annual contributions. 

Mr. Tuomas. Are you really using that 22 percent to amortize the 
capital cost? Is that the uniform policy of the Housing Administra- 
tion ; to put that excess of rent over management cost a maintenance 
and repair cost toward amortizing that debt, or do you set it aside in 
a reserve fund, knowing that 20 years from now, maybe your opera- 
tion cost is going to be in excess of your rent income? 


VARIATION FROM ORIGINAL FORMULA 


Haven't you really varied from your original formula set up in the 
statute in that regard ? 

Mr. Rurrner. Let me explain the excess receipts. 

Mr. Tuomas. Mr. Commissioner, haven’t you really varied from 
your original formula set up in the statute ? 
Mr. Stusser. No; we have not, Mr. Chairman. 


Mr. Tuomas. Are you sure? 

Mr. Stusser. Yes, sir. 

Mr. Tomas. How much did you put in in 1957, over and above your 
maintenance and operation cost? How much did you turn into the 
Treasury on your capital investment? 

Mr. Stusser. $25,737,748. 

Mr. Tuomas. $25.7 million. That is supposed to be 22 percent of 
all your rent ? 

Mr. Suusser. Yes, sir. 

Mr. Tuomas. So, for round figures, you took in about $100 million 
im rent. It took $75 million to defray all maintenance and operation 
costs. Then you had $25 million in reserve, and you returned that to 
the Treasury ? 

Mr. Stusser. Yes, sir. 


COMPARISON OF ACTUAL ANNUAL-CONTRIBUTIONS EXPENSES TO CONTRACT 
AMOUNTS 


Mr. Tuomas. Will you put into the record at this point the amounts 
on an annual basis since 1937 that you have turned over to the Treas- 
ury to reduce your capital-investment cost ? 

Mr. Stusser. We will furnish that. 

Mr. Tuomas. It doesn’t run $25 million a year; does it ! 

Mr. Susser. It would run higher. It did im earlier days. 

Mr. Tuomas. It did per centagew ise ? 

Mr. Stusser. Not dollarwise; no. 

Mr. Tuomas. $25 million should be the greatest amount because 
you have more units to collect rent from ? 


Mr. Wooren. We can supply that for the record. Those figures are 
available. 

Mr. Tromas. Put im dollar amounts and the units which produced 
rent. Then we will know exactly what we are doing since 1937. 
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(The information is as follows :) 


Low-Rent Pusiic Hovsinae PRoGRAM 


Projects eligible for annual contributions—Comparison of actual annual contributions 
expense to contract amounts from inception ' through June 30, 1957 


Maximum |Amount avail} Actual 

Number of | annual con- | abletoreduce | annual con- 

units | tributions | annual con- | tributions 
per contracts | tributions experise * 


23,783 | $4, 747, 176 
68,459 | 11, 258, 951 
80,240 | 13, 049, 252 
101,951 | 14, 436, 885 
141,596 | 21, 132, 572 
144,095 | 21, 115, 314 
144,095 | 21, 044, 261 
144,603 | 21, 044, 002 
145,785 | 21, 325, 747 
146,549 | 21, 321, 128 
145,703 | 21, 407, 822 s 
156,084 | 26,215,103 | 13, 649, 116 
204,815 | 45,091,505 | 19, 212, 357 
250.116 | 67,844,328 | 24, 544, 328 | 
y | (1, 167, 492)| 
1955. _- 304,383 | 91, 133,962 | 24, 548, 099 

1956. _- 343,907 | 107,933,030 | 26, 202, 984 
1957. 365,896 | 116,372,561 | 25, 737, 748 


* 
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SEuBAS 


Fiscal year | 


ERS 
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- 


Bees 


ND wR 
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» OANOCNOSCMWN~NO 


No oA 





Total__ ; __...| 646,473,504 | 246,813,903 | 399, 6 8 
Estimate: | | | 
1958__- 367,911 | 118,000,000 | 18, 200,000 | 99, 800, 000 .6 
1950__- 401,214 | 139,000,000 | 25,000,000 | 114, 000, 000 | 82.0 





! No annual contributions subsidy payments were made from the date of approval of the United States 
Housing Act of 1937 through fiscal year 1940, during which period the projects were in the planning and 
construction stages. 

? Paid from fiseal year 1955 appropriation. 

*’ Reduced by $3,703.80 collection made in fiscal year 1956 applicable to fiscal year 1953. 

‘ Reflects expenditures, on the accrual basis, against the applicable fiscal year appropriation even though 
eash disbursements and/or adjustments were made in subsequent fiscal years. 


NONADMINISTRATIVE EXPENSE 


Mr. Tuomas. Let’s look at this “Nonadministrative expense” item, 
Mr. Reporter. Put D-1 in the record, as well as D-2. 
(The pages referred to follow :) 


NONADMINISTRATIVE EXPENSE LIMITATION 


The Public Housing Administration utilizes program receipts to meet certain 
expenses of the low-rent public housing program ; use of these funds correspend- 
ingly reduces the need for appropriated funds. The Congress, in the Independent 
Offices Appropriation Act, 1952, and subsequent acts established a nonadministra- 
tive expense limitation over the use of these funds. 

The nonadministrative expense limitation has applied to two separate activ- 
ities of the program: (1) expenses incurred in the operation, maintenance, and 
disposition of federally owned directly operated projects, and (2) expenses 
incurred in the inspection of projects under construction. Certain items of 
expense, considered difficult to estimate, such as interest payments to the Treas- 
ury on borrowed funds, were not inciuded in the limitation. 

The budget estimates for fiscal year 1959 have been projected on the assump- 
tion that the nonadministrative expense limitation will apply only to the expenses 
of providing representatives at the construction sites of non-Federal projects. 
The removal of the limitation on operating and disposition expenses of federally 
owned and operated projects is deemed prudent at this time. The program 
is becoming so small that any substantial change in the trend of expenses can 
have a serious effect, and a limitation precludes any flexibility in operating 
costs. 

As of June 30, 1957, there were only 1,936 units remaining in the federally 
owned directly operated projects under the low-rent public housing program. 
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These projects represent the projects that have not been sold, conveyed, or 
leased to local authorities for various reasons, such as absence of State enabling 


legislation, local conditions, and the lack of congressional authority to dispose 0 
of the projects for other than low-rent use. These projects are tabulated in the ti 
following table. 
Number ° 

PWA projects: of units i 

ee” SRN no dk nan matics eb ohebipice pues phen elab enone haanaias 748 a 

a pe * BE meaolies | ogee oho ences 464 

Ce ee eee eee TT Lo cisuiiatneeaes marion ioebenemeoenen 271 

a a cares thetic eremaniieion amniriencivspenensinlini ae 80 

Ere I allt ieiisolamenendiienintnets dead 354 I 
arm lavere camp : 10-2, Thornton, Galt. 10 
Public Law 412 rural projects : 

GASTRO Tomes eGR oes bs. ae rl ete 5 

IS Ea ME BS Eee AS MRE G5 ARN SES ELIS ae ets ne 1 

OPE: UO UO as a ed ai ese eareeaiaeniene se 2 1 . 

rr ne OR a cetceeiarentabandienenanes anata ae 1 1 


SC-5-1, Darlington 























Poel eer ‘the: pinserte ee cc atntniciomeneciawe 


The recent enactment of enabling legislation by the State of Minnesota per- 
mitting the establishment of a local authority has resulted in a scheduled trans- 
fer of PWA project MINN-2-5, Minneapolis (464 units), to the local authority 
for low-rent use during 1958. 

The farm labor camp located at Thornton, Calif. (LC-32), originally con- 
sisted of 146 units, of which 136 units were disposed of during 1957. The 
remaining 10 units are steel shelter huts located on 7.3 acres of land, all of 


which will be offered for sale on a competitive bid basis. Final disposition 
of these units is expected during 1958. 


The Public Law 412 rural projects are being sold as rapidly as possible. 
On June 30, 1957, only 9 units remained. 

The most important project income and expense relates to the five federally 
owned, directly operated PWA projects. Conveyance of project MINN-2-5 will 


leave only four projects, containing 1,453 units, in direct operation during 
fiscal year 1959. 


DEFINITION OF NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. What do you mean by “nonadministrative expense,” 
and what is “administrative expense” ? 

Explain that to us, please. 

Mr. Rurrner. Nonadministrative expense is, as described in this 
section here, in two categories: one is the operating expenses of the 
federally owned and operated low-rent projects; two is the money 
expended for the construction advisers located at the projects under 
construction. 

Mr. Tuomas. That is the first time you have made that statement. 
Has that always been classed as nonadministrative expense ? 

Mr. Wooren. For some years, yes, sir, as distinguished from the 
administrative expense, which is the central and regional office setup. 














PROPOSED LANGUAGE CHANGE 


Mr. Tuomas. The change you make this year in your past procedures 
affects administrative and nonadministrative expense? 

Mr. Wooren. We are suggesting this year that the nonadministra- 
tive expense, instead of covering the two categories of remaining 
federally operated low-rent projects, and-—— 






1179 


Mr. Tuomas. That is what I am getting at. Where is the cost for 
operating the federally owned projects? Is it carried in administra- 
tive or nonadministrative ¢ 

Mr. Wooren. Nonadministrative. We are coming to you to ask 
if the committee will delete that part of the limiting language that 
applies to these four remaining projects. 

r. THomas. What do you want to do with them? 

Mr. Wooren. We don’t want to carry them in administrative ex- 
pense. We want to eliminate them from the limitation. 

Mr. Tuomas. Where will they be carried, then ? 

Mr. Wooren. They would not be a part of the budget. 

Mr. THomas. Why? 

Mr. Wooten. We feel we have gotten down to a residue now. If 
is almost impossible to estimate exact requirements. 

Mr. Tuomas. How much will you spend on them ? 

Mr. Wooren. We have the figures for the next year. We know 
what the estimate is. 

Mr. TuHomas. How much is it? $175,000? 

Mr. Wooren. No, sir. 

Mr. Tomas. How much is it? 

Mr. Wooren. The amount we estimate on these is on page D-3. 

Mr. Tuomas. I know where it is. How many jobs A you have 
set up under it? That is the figure that I don’t know, because you 
haven’t set it out in the record. 

Mr. Rourrner. For those 4 projects, Mr. Chairman, there are 61 
jobs, I believe that is correct. 

Mr. Txomas. It is out from under either administrative or non- 


administrative limitation; isn’t it? Dollarwise it is $626,200. 

Mr. Rorrner. That is right. 

Mr. Tuomas. Why should it be out from under the limitation ? 

Mr. Rurrner. The reason we are asking you to remove that from 
the limitation is that a limitation is somewhat inflexible and if you 
apply a limitation and we run into difficulty, say with a roof repair 
or some eee expenditure—— 


Mr. Tuomas. That applies to all expenditures. That applies to 
administrative and nonadministrative, too, the number of jobs and 
amount of money you are going to spend for repairs and operation. 

Mr. Rurrner. But the program will be so snail you don’t have any 
flexibility. We are down to the four projects now. 

Mr. Wooren. One other factor that might be added, Mr. Chairman, 
we would like to dispose of these four remaining projects. 

Mr. Tuomas. We te been urging you to do that for 5 years. 

Mr. Wooren. Yes, sir. 

Mr. Toomas. Weare with you. 

Mr. Wooren. As a result of that, we are proposing legislation so 
that can be accomplished. 

Mr. Tuomas. You are really doing business on your disposition. 

Mr. Evins wants to talk about that in detail when we get over here 
into your disposition program. We have nothing but fine words for 
you. Youhave done all right. 
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LIMITATION ON EXPENSES 


Gentlemen, turn to page 246 now of the committee print. There 
are 3 or 4 paragraphs there I want to review with you. 


Not to exceed the amount appropriated for such expenses by title I. * * * 


You have a word there which has some charm “appropriated.” 

Here is a limitation. What this language means is that we have a 
limitation, but the limitation is based on the appropriation under 
title I, and this really is title II, so it makes it clear, doesn’t it? 

This travel expense goes back to the $11,440,000. 

You speak of “not to exceed one passenger motor vehicle provided 
representatives of the administration at the sites of non-Federal proj- 
ects”—what are these non-Federal projects ? 

Mr. Rvrrner. Construction representatives we mentioned a 
moment ago. 

Mr. THomas. These are the low-cost housing units, are they ? 

Mr. Wooren. That is right. 

Mr. Tuomas. All we do is pay for them. We do not own them? 
So it means exactly what it says—“non-Federal projects” ? 

Mr. Suusser. That is right. 


ADMINISTRATIVE EXPENSE 





LIMITATION 
Mr. THomas (reading) : 


shall be considered nonadministrative expense which shall not exceed $1,500,000 
during the current fiscal year, and funds received from such payments may be 
used only for the payment of necessary expenses of providing representatives of 
the Administration at the sites— 

and so on. 

How do you arrive at that $1,500,000 and whose money is it ¢ 

Mr. Wooren. 237 projects we estimated will be the average number 
under construction. 

Mr. Tiromas. Covering how many units, 33,000 plus ¢ 

Mr. Wooren. 50,000 plus in that year. 

Mr. Tuomas. Yes; youare right. It will be 33,000 out of your 1957 
authorization alone; but, taking those which have been authorized by 
contribution contracts plus your 33,000 from 1957, it will total how 
many—237 projects and 57,586 units ¢ 

Mr. Wooren. That is right. We estimate—— 

Mr. THomas. How do you arrive at that figure? 

Mr. Wooren. If we had 1 engineer on each of the projects—237 
engineers—these figures would have to be enlarged. However, we 
think we can do the job with 175 engineers. That means on some of 
the smaller projects, where you have 2 small projects within a travel 
distance of 25 or 30 miles, 1 man can do it. 

Mr. Toomas. What was the figure for 1958 ¢ 

Mr. Wooren. The comparable figure is $1,450,000. That is only 
part of the total limitation figure of $2,200,000. 

Mr. THomas. How many units and how many projects do you have?! 
This is an increase over last year. 

Mr. Rurrner. In fiscal year 1958 we have 36,000 units. It is 36,580 
units, 
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Mr. Tuomas. How many projects? 

Mr. Rurrner. 250 projects. 

Mr. Tuomas. You loon only 237 this year, so you have an increase. 
Mr. Wooren. A much larger number of units. 

Mr. Tuomas. The projects is what counts. 


Provided further, That all expenses of the Public Housing Administration not 
specifically limited in this Act, in carrying out its duties imposed by law, shall not 
exceed $2,200,000. 


COVERAGE OF LIMITATION 


Mr. Wooren. That is the point we discussed a moment ago. It 
would be the committee’s discretion as to whether you want to continue 
the language as it is in which case it would bracket in these four 
projects. 

Mr. Tuomas. What did this limitation cover last year? 

Mr. Wooren. Last year it covered the construction representatives 
on the non-Federal projects—— 

Mr. Trromas. The one you put in for$1.5 million ? 

Mr. Wooren. Yes, plus the maintenance and operating expenses of 
the federally Sperstea projects. That was 600-thousand-odd-dollars 
last year. 

Mr. THomas. $750,000, was it not ¢ 

Mr. Rurrner. $750,000 is right, sir. 

Mr. Tuomas. What are the other two! 

Mr. Rourrner. $1,450,000 was the estimate for the projects under 
construction. 

Mr. THomas. Only these two items covered last year ? 

Mr. Rorryer. That is right. | 

Mr. THomas. Were not two other items covered ? 

Mr. Rurrner. No, sir. 

Mr. Tuomas. This limitation covers only these two items? 

Mr. Rurrner. That is right. 

Mr. Tuomas. The limitation this year would be $622,000 rather than 
$2 million. It covers how many employees? 

Mr. Rurrner. I gave you a figure of 61. Actually it is 58 
employees. 

Mr. Wooren. And 175 for the site inspection. 


DEFINITION OF ADMINISTRATIVE EXPENSES 


Mr. Tuomas. What do you mean by administrative expense ‘ 
Mr. Wooren. Administrative expense covers the salaries, supplies, 
rental space, etc., for our central office and regional office staffs. It 
does not cover project operations. 

Mr. Tuomas. For just a broad convenient and handy yardstick we 
say all the moneys expended in the central office is the a tiaasitrative 
cost and the money spent in the field is nonadministrative. 

That is a broad statement but it works about 95 percent of the time, 
though. 

Mr. Rurrner. Our administrative expense covers all the adminis- 
trative personnel in the regional offices and central offices. 

Mr. Franrz. Mr. Chairman, your definition works pretty well for 
FHA, but not for PHA. 
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Mr. Tuomas. I notice you set it out a little later on under the re- 
gional offices. I chased this thing all over the book and your charts 
have no relation that I could find with your administrative setup, 
either in the District or in the field. The only comparability is this: 
You have the analysts, managers, and so on, in your regional offices 
the same as the central office. We will get to that later. 


ADMINISTRATIVE EXPENSE 





Your administrative cost will be $12,200,000 this year against $11,- 
440,000 last year. Your administrative cost amounts to what for the 
District of Columbia? You have it broken down in two main head- 
ings, development and management. Your development is $5,180,000 
and your management is $7,020,000. 

First why the increase this year over last year? 

Mr. Wooren. Two principal reasons for that, Mr. Chairman. 

Mr. Tuomas. Insert pages E-1 and E-2 in the record at this point. 
(The pages referred to follow:) 


BACKGROUND STATEMENT 





The Public Housing Administration has direct responsibility for administering 
the low-rent public housing program. Under a delegation of authority from the 
Administrator, Housing and Home Finance Agency, the commissioner also ad- 
ministers the liquidating emergency housing program. During fiscal year 1958 
and the immediately preceding years, the Administration operated as a single 
integrated organization, and pursuant to authority contained in the Housing Act 
of 1948 and the appropriation acts, funds for administrative expenses of these 
two programs were consolidated in a single account. Since activities of the 
liquidating program are expected to be relatively small and can be segregated, 
the consolidated administrative expense fund is not proposed for fiscal year 
1959. 

The justification for administrative expenses of the liquidating emergency 
housing program is contained in a separate chapter of this book. The following 
material relates only to administrative expenses of the low-rent public housing 
program. 


ADMINISTRATIVE EXPENSE ESTIMATE FOR THE LOW-RENT PUBLIC HOUSING PROGRAM 


The Public Housing Administration receives funds for administrative ex- 
penses relating to development and management activities of the low-rent publie 
housing program from annual appropriations. The budget estimate of ad- 
ministrative expenses for 1959 is $12,200,000, as compared with the appropriation 
of $11,440,000 for 1958. A summary of these administrative expenses, for 3 
fiscal years, is as follows: 





1957 actua] | 1958 estimate | 1959 estimate 


Program and activity: 
Low-rent public housing: 
Development_.-- ions besta ines hiicalinseteticeliintiadind 324, $4, 590, 000 $5, 180, 000 
Management ' Ads sss SS LA LULL ; 6. 7, 020, 


Total administrative expenses 






Source of funds: 
By appropriation: 
Administrative expenses, Public Housing Admin- | | 
istration - - -- enn secnnnn gal apaiaaedapeeen oth | 9, 997, 266 11, 440, 000 12, 200, 000 
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Program workload summary 
1957 actual | 1958 estimate | 1959 estimate 


Development: 
Program reservation issued 
Preliminary loan contract executed 
Development site selected 
Annual contributions contract executed_.....__.___._____- 
Construction started 
Average number under construction 
Completed for occupancy... -...........---- f 14, 776 
Management: 
Available for occupancy, average for year : 448. 624 
Available for occupancy, at year end oi 
War housing transferred to low-rent use 


Dollar volume: 
Annual contributions or estimate _ - 
Nonadministrative expense limitation. 
Administrative expenses 





The succeeding pages present a detailed justification and explanation of staff- 
ing estimates and related administrative expenses. For comparative purposes, 
a summary of these requirements is as follows: 


| 
1957 actual | 1958 estimate | 1959 estimate 
1 ehenittiniealiecenenseieledacteansias 


Number of positions at year end 1, 408 1, 359 | 


1, 500 
Average employment during year................-....-.---.-- 1, 242 1,353 


1, 433 


Personal services | $7,967,855 | $8,732,000 | $9, 250, 000 
Other objects of expense 2, 029, 411 2, 708, 000 2, 950, 000 


Total administrative expemses_ .-_................-----. | 9,997,265 | 11,440,000 12, 200, 000 





1 Excludes 6,108 units transferred from the program. 


BASIS FOR INCREASE 


Mr. Wooren. The reason for the increase is because of the larger 
development load we will have in 1959 as compared to this year. You 
will recall a moment ago we made the contrasts there. 

Mr. THomas. 37, 000 against 58,000. 

Mr. Wooren. That is right, 37, 000 against 58,000 units under con- 
struction. 

Mr. Tuomas. But that is coming out of the nonadministrative cost. 

Mr. Wooren. This is the administrative cost for the Government 
personnel work on that as distinguished from the site inspection. 

Mr. Tuomas. Go ahead. 

Mr. Wooren. That is the substantial portion of the increase. The 
balance of the increase is related to the increase in 


PERSON NEL 


Mr. Tuomas. Where do I find these employment figures? 

Mr. Wooren. You will find it in summary form on page E-8, Mr. 
Chairman. One page there gives it to you in summary form. 

Mr. Tuomas. Insert the table E-8 in the record. 

(The table referred to follows :) 
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OENTRAL OFFICE EMPLOYMENT 


Mr. Tuomas. For 1959 you will have 516 employees in the Depart- 
ment charged to administrative costs against 503 last year, against 
558 in 1957 when you had a bigger workload than in 1958 or 1959. 
What was the number of units under construction in 1957? You 
have 36,000 in 1958 against 58,000 in 1959. 

' Mr. Wooren. Compared with 15,554 in 1957. 
Mr. Tuomas. You have nothing to do and a lot of people. 


FIELD EMPLOYMENT 


Now for the field you have 984? 

Mr. Wooten. That is right. 

Mr. Tuomas. You have a total of 1,500 for 1959 against 1,359 for 
1958 and 1,408 for 1957. Are you not a little topheavy,. — 

You charge all of your field force to administrative costs ; 

Mr. Woorsn. All of the field office staff, yes, sir. The only staff 
we have that is not charged to this are the project inspectors and 
the maintenance personnel on those four projects. 

Mr. Tuomas. They are all charged to nonadministrative ? 

Mr. Wooren. Yes. 

Mr. Tuomas. Since you liquidated your program that is why your 
cost has gone down and your administrative cost is low. Is that 


| right ? 


Ir. Wooren. I didn’t get the question. 

Mr. Tuomas. The reason your nonadministrative cost is low is that 
your liquidating program is just about wound up. 

Mr Seauntie hat has no relation to this. 

Mr. Wooren. That is right. 

Mr. Tuomas. I said the reason your nonadministrative cost has 

ne down. This has gone up because you are building some more 
isos and your nonadministrative cost has gone liven lnopenll you 
are getting rid of those that you have been managing and operating. 

Mr. Susser. That is right. 

Mr. Tuomas. This is quite simple, is it not ? 

Mr. Suusser. Yes, sir. 


APPROPRIATION LANGUAGE 


Mr. Tuomas. You might turn to page 245 of the committee print. 
Here you have your administrative costs set out. . 

This language is a little tricky, too. 

For administrative expenses of the Public Housing Administration 
the budget estimate is $12,200,000. 

I come up with a figure of $12,700,000, doI not? 

Off the record. 

(Discussion held off the record. ) 

Mr. Tuomas. “To be merged with” and that is stricken “expended 
under the authorization of such expenses contained in title II of this 
act. 

But that is merely in addition tothis. What is title IT? 

Mr. Frantz. That is the corporate title, Mr. Chairman. We strug- 
gled this year, since the disposition program is over, to reduce this to 
one language item. 

Mr. Tuomas. Why couldn’t you? In order to get the full picture 
you have to go to the committee print on page 246, limitation on 
administrative and nonadministrative. 
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You strike out the first part which states not to exceed the appro- 
priation for such expenses in title I. 

Mr. Frantz. The $12.2 million is the administrative expense. 

Mr. Tomas. That covers your construction and all your low-rent 
projects, does it not ¢ 

Mr. Frantz. Administrative expense of both development and man- 
agement ; yes, sir. 

Mr. Tomas. I wish there were some way you could simplify this, 
Every year we have to spend 2 or'3 hours’to straighten this out. 
Logically it is there but there are 3 or 4 different appropriating para- 
graphs. You go back to administrative, nonadministrative, and then 
you go back to limitations and you have to combine them both. 

Mr. Frantz. We came to the conclusion, Mr. Chairman, that. be- 
cause—— 

Mr. Tuomas. It lessens the amount, but does not eliminate it. 

Mr. Frantz. Because PHA is an agency subject to the Government 
Corporation Control Act, we felt we had to have language in title IT, 
because it is the preamble language to title IT which authorizes ex- 
penditures pursuant to the Government Corporation Control Act. 

Mr. Tuomas. You tried to simplify it by limiting it to the appro- 
priated funds. 

Mr. Frantz. Yes. Otherwise we would be putting appropriation 
language in title II, which never before has been done. 

Mr. Evins. You stated $12.2 million is both for construction and 
what else ? 


Mr. Frantz. Management and development of low-rent projects. 


PROFESSIONAL AND CLERICAL EMPLOYEES BY UNIT 


Mr. Tuomas, It has development and management. Look at the 


management figures on this table. You have a good table on manage- 
ment. 


Mr, Rurrner. E-1 is the summary of it. 

Mr. Tuomas. You have a breakdown of it somewhere—page E-2, 
is it not? 

You have another table which is even better. Can you gentlemen 
find it for me? 

Page E-10 breaks it down into staff officers, Legal Division, Admin- 
istrative Division, Development Division, and Management Division. 
That is departmental. 


Insert page E-10 in the record. 





eee 
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(The p. E-10 referred to follows :) 


Statement of professional and clerical positions by organizational unit 





June 30, 1957 actual June 30, 1958 estimate June 30, 1959 estimate 





Departmental employment: 

Petall cout EEE LE 19 
Legal Division __.....--- 20 
Administration Divi- 

sion ter eres 206 
Development Division. 18 
Management Division _- 30 

Total, departmental. 293 

Field employment: 

Atlante... -- 0-002 69 
Se eee ee 61 
pert. wat........—..- 44 
New Wott... .-i111...2.2 51 
Puerto Rico_-_.-......--. 14 
San Francisco......_...- 38 
Washington. _.......... 50 





CENTRAL OFFICE STAFF 


Mr. Tuomas. Do you not have a consolidated table where you 
break down the staff and legal divisions? I know you insert it in 
one of your tables. If you look to the chart way back in the back of 
the book you will find it. This is a very good table. You have a 
Compliance Office of two people. You have Defense Planning. We 
heard about that the other day, four people. 

Office of the Chief Economist. 

You follow this same Washington setup in each one of your re- 
gional offices, this same pattern, do you not ? 

Mr. Suusser. Yes. 

Mr. Tuomas, A Labor Relations Office in the District of Columbia 
and you have one of these in the field, too. You have a Liaison Office, 
Labor Relations, Office of Chief Economist, Racial Relations. You 
have seven people doing liaison work in Washington. 

You have three doing racial relations work. 

You have five doing labor relations work. 

What do the five do? 


LABOR RELATIONS OFFICE 


Mr. Stusser. Two labor relations men and the others are the 
stenographers and the clerk in the office. 

Mr. Tuomas. The construction work is done in the field. Why do 
you need them here in the District ? 

Mr. Stusser. They are the coordinators for the field offices, to help 
them in the pursuit of their problems and helping them to carry out 
the policies of the administration and of the program. 

Mr. Tuomas. That isa layer on top of a layer, is it not? 
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Mr. Stusszr. I beg your perce sir. There are many problems 
that come back that I would not want referred to my office without 
help from the Labor Department and the various other agencies. 
Mr. Tuomas. You have them here and in the field, too 
Mr. Stusser. Those in the field are actually out doing the work on 
the various projects. 
LEGAL DIVISION 


Mr. Tuomas. In your Legal Division you have 40 people in the 


District of Columbia. How many lawyers do you have in the field’ 


now ? 

Mr. Wooren. In the field we have 77 for 1959. - 

Mr. Tuomas. Seventy-seven in addition to the 40 in the District of 
Columbia ? 

Mr. Wooren. That is right. That includes both lawyers and the 
clerical setup. It is about 50-50. 

Mr. Tuomas. That is quite a large staff. What is the total em- 
ployment. in the District of Columbia and in the field for 1959? 

Mr. Wooren. 1,500 for the 2, sir. 

Mr. Tuomas. Of which you have about 120 lawyers. 


ADMINISTRATIVE DIVISION 


Then you have Administration Division, 382 in the District of 
Columbia. 

Mr. Wooren. The principal reason for that, Mr. Chairman, is the 
fact that all of our accounting and auditing work is centralized. All 
of our accounting work is done here. 

Mr. Tuomas. But this is your housekeeping plus your audit and 
your accounting work. How many people do you have in the auditing 
and accounting work out of the 382? 

Mr. Wooren. On internal audit work we have 26 people. Then on 
our audit of the projects out in the field we have a staff of —— 

Mr. THomas. Youset that out in your justifications, I believe. 

Mr. Wooren. Yes, sir. 

Mr. Tuomas. Put your finger on that page. 

Mr. Wooren. F-6, sir. That gives you the Administration Division 
broken down by the component parts on a comparative basis for the 
3 years. 


STAFF OFFICES 


Mr. Tuomas. Insert F-1, and F-3 in the record. 
(The pages referred to follow :) 
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OFFICE OF THE COMMISSIONER 


The Public Housing Administration is headed by the Public Housing Com- 
missioner, who is appointed by the President by and with the advice and consent 
of the Senate. The Commissioner is responsible for the administration of all 
programs of the Public Housing Administration. He is assisted in the per- 
formance of his duties by an executive staff consisting of the officials listed 
below, and by the directors of the geographical regions in which field activities 
are organized. 

The Deputy Commissioner is the Commissioner’s principal assistant and serves 
as Acting Commissioner in the absence of the Commissioner. He is also directly 
responsible for activities relating to the financing of low-rent projects. 


COMPLIANCE OFFICE 


The Special Assistant for Compliance coordinates activities relating to the 
prevention and correction of improper practices (illegal, fraudulent, dishonest, 
or grossly negligent action or similar matters) arising in connection with any 
Public Housing Administration activity ; assists the Commissioner in the formu- 
lation of policy and procedures relating to improper practices; serves as the 
Public Housing Administration compliance liaison officer with the Compliance 
Division of the Office of the Administrator, Housing and Home Finance Agency, 
referring to that Division all illegal or fraudulent practices for investigation ; 
makes special investigations of other complaints and reports indicating improper 
practices; coordinates all such related activities within the Public Housing 
Administration; makes recommendations regarding debarment of bidders; and 
reviews and makes recommendations concerning proposed clearance of audit 
exceptions. 


DEFENSE PLANNING OFFICE 


The Special Assistant for Defense Planning is responsible for defense mobili- 
zation activities and activities involving Public Housing Administration par- 
ticipation in disaster relief activities administered by the Federal Civil Defense 
Administration. He serves as Public Housing Administration representative 
on the Housing and Home Finance Agency Defense Council. 


ECONOMICS OFFICE 


The Chief Economist is the Commissioner’s adviser on all matters relating to 
the economic aspects of the programs of the Public Housing Administration. 
His office develops standards and procedures relating to the activities of the 
regional economics sections; postreviews the work of these sections; and makes 
recommendations concerning allocations of low-rent housing, income limits, and 
other matters relating to their work which are referred to the central office 
for final determination. It also performs the economics function for the Puerto 
Rico regional office. 


LABOR RELATIONS OFFICE 


The Special Assistant for Labor Relations determines or obtains from the 
Department of Labor prevailing salary and wage rates to be paid to certain 
classes of workers employed on public-housing projects ; develops standards and 
procedures relating to the activities of the regional labor relations sections; 
makes surveys and inspections of regional operations to insure compliance with 
labor-relations policies and procedures; reviews all regional actions pertaining 
to labor noncompliances and determines actions to be initiated; and maintains 
contacts with national labor organizations and with the National Association 
of General Contractors to resolve and avoid major labor controversies. 


LIAISON OFFICE 


The Special Assistant for Liaison handles public relations and information 
activities. His office prepares speeches, reports, and other informational ma- 
terials and publications regarding all programs; serves as the Public Housing 
Administration contact point with Members of the Congress and with repre- 
sentatives of the press, radio, TV, and periodicals ; handles congressional corre- 
spondence and general inquiries from organizations and individuals relating 
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to all programs ; prepares an annual report to the Congress ; assists in the prepa- 
ration of statements on agency programs for various commissions and commit- 
tees; and advises regional information personnel on agency matters. 


RACIAL RELATIONS OFFICE 


The Special Assistant for Racial Relations assists in the formulation and 
implementation of policies, standards, and procedures from the racial stand- 
point, by initiating or reviewing drafts and recommendations, postreviewing 
program submissions, and other activities; handles or reviews correspondence 
on racial matters or with racial implications ; functionally guides regional racial 
relations staff and examines regional operations for compliance with racial poli- 
cies, recommending remedial action when justified; maintains contacts with 
national organizations and initiates actions to resolve racial problems presented 
by such groups; makes studies and disseminates information on racial aspects 
of all programs; and, in collaboration with the Special Assistant for Labor 
Relations, handles implementation of procedures to insure compliance with 
applicable laws and regulations directing nondiscrimination in the employment 
of labor in the construction of public-housing projects. 


Mr. Tuomas. Here is where you really break it down and polish 
up the charts. 
Mr. Wooren. That is correct. 


ADMINISTRATIVE DIVISION 


Mr. Tuomas. Insert the table on page F-6 in the record. 
(The table referred to follows :) 
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CENTRAL OFFICE AUDIT BRANCH 


Mr. Tuomas. Your Audit Branch has how many? In the District 
you have 20% 

Mr. Wooten. Twenty-six for the Internal Audit. 

Mr. Tuomas. You have Internal Audit, 26. You have Budget 
Branch 20. The Fiscal Branch has 104. How many auditors are 
in the District of Columbia? Is it 150? 

Mr. Wooren. I should make one thing clear there. We break our 
audit staff into two parts: Internal Audit for the audit of our own 
operations and an external or field office staff which is decentralized 
to the regions. gb ft 

Mr. Tuomas. I thought you said you did auditing in the District. 

Mr. Wooren. All of the internal auditing, sir. 

Mr. Tuomas. That is only 20. 

Mr. Wooren. Twenty-six on the Internal Audit, sir. 

Mr. Tuomas. If your work is done in the field offices I do not know 
why you should not have your auditors there, too. Instead you have 
26 auditors in the District ; have you not? 

Mr. Wooren. Yes, sir. 

Mr. Tuomas. What is the Fiscal Branch ? 

Mr. Wooten. That is our accounting department. 

Mr. Tuomas. All your accounting is done here? 

Mr. Wooren. It is centralized and that is why the office is that size. 

Mr. Tuomas. 104. You have about 130 people, then, doing all your 
internal auditing ? 

Mr. Wooren. And bookkeeping and accounting. 


FIELD AUDITING BRANCH 


Mr. Tuomas. How many do you have in the field doing auditing 
work ¢ 

Mr. Wooren. About 110, I think. I will get you the exact figure. 

In the field on audit work we have 114 positions. Average employ- 
ment is 110. 

Mr. Tuomas. Do you have accounting there, too? What is the 
difference between auditing and accounting ? 

Mr. Wooren. The field audit is a site audit, inspecting books of 
account of the local housing authorities, making annual site ‘audits 
as a certified public accountant would do of a corporation’s books. 


DEVELOPMENT DIVISION 


Mr. Tuomas. Insert F-8 and F-9 in the record. 
(The pages referred to follows :) 
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The Assistant Commissioner for Development heads the Development Division 
and is the Commissioner’s principal adviser on all matters relating to the initia- 
tion, planning, and construction of public housing projects, including the acquisi- 
tion of sites. He is responsible for the activities of the branches and offices 
described below and, in addition, coordinates all other activities within the 
Public Housing Administration which are required in the development processes, 
including the initiation and cancellation of local programs, He is assisted in 
the performance of his duties by a Deputy, who, in addition to other duties, 
supervises the work of a cost-analysis staff and a project-planning staff, and by 
a special architectural adviser. The general functions of the Development Divi- 
sion include formulating development policies, standards, and procedures ; review- 
ing and evaluating regional office development performance ; conducting develop- 
ment studies; and providing training and specialized advice and assistance for 
the regional office: development staffs. 


DEVELOPMENT COORDIN ATION OFFICES 


The Development Coordination Offices coordinate and expedite all central office 
and regional development activities. 


CONSTRUCTION BRANCH 


The Construction Branch is concerned with matters relating to all phases of 
project construction, such as the form and the provisions of contract documents, 
the inspection and acceptance of work, change orders, progress, reporting, litiga- 
tion arising out of contracts, etc. 


LAND BRANCH 


The Land Branch is concerned with matters relating to the acquisition of 
public housing sites, such as land surveys, appraisals, option negotiations, etc. ; 
maintains land records; and approves rental and tax-reimbursement payments 
with respect to land held by the Public Housing Administration. 


TECHNICAL BRANCH 


The Technical Branch develops standards for the planning and design of low- 
rent projects, evaluates novel design and materials proposed by local authori- 
ties and the construction industry, and makes studies of utility costs, combina- 
tions, rates, etc., in the interest of achieving economy. 


Mr. THomas. What do you mean by the Development Division? 
Are these architects and engineers? You certainly charge it under 
nonadministrative expense to the tune of $114 million for the on-the- 
job inspectors. [Reading :} 

The Assistant Commissioner for Development heads the Development Division 
and is the Commissioner’s principal adviser on all matters relating to the initia- 
tion, planning, and construction of public-housing projects, including the ac- 
quisition of sites. He is responsible for the activities of the branches and of- 
fices described below, and in addition, coordinates all other activities within 
the Public Housing Administration which are required in the development 
processes, including the initiation and cancellation of local programs. 

How many do you have in the Construction Branch ? 

Mr. Wooten. Seven people. 

Mr. Tuomas. What do these people do? You also have Develop- 
ment Coordination Offices, 6; you have Construction Branch, 7; you 
have a Land Branch with 4; you have a Technical Branch with 20. 

What does the Technical Branch do? 

Mr. Stusser. Architects and engineers who review the plans. 

Mr. Tuomas. You have a Construction Branch. 

Mr. Stusser. The Construction Branch are the field engineers. 

Mr. Tuomas. You have a total of 63 in 1957 with a much smaller 
workload than you had in 1958. You have 51 in 1958. 
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In 1959 you have about 20,000 more units than ‘you had in 1958 
au ys cap it ore to me i hf ul of this entire Division is 
Just about over and you are depending upon your 70 or 71 le in 
the field to do this week, om oe en 
_ Mr. Wooren. We decentralized some responsibility here and that 
1s why we were able to cut the staff back from 63 to 52. 

Mr. Tuomas. You should be able to cut it back at least 50 per- 
cent more. You have no workload to justify this. This is not a 
static figure, you know. It depends upon the number of projects 
you put under contract for construction. That is really the test of 
it; is it not? 

Mr. Stusser. The test is the review of all plans and programs that 
cgme in, and architects’ contracts. 

Mr. Tuomas. That is all based upon how many you will put under 
contract that year; is it not? After you complete.a project.you cer- 
tainly do not need this crowd to review it, do you, after the project 
has been completed ? 

Mr, Stusser. No, sir. 

Mr. Tomas. You do not need this crowd. 

Mr. Wooren. We have more units in construction next year shown 
here than last year. 

Mr. Tuomas. But you have $1,500,000 for the people in the field as 
well as your regional offices to attend to that. 

These are planning people and you are beyond the planning stage. 
That ismy point. You are now in the construction stage. You do not 
need these. 

Mr. Wooren. We have planning stage on the remaining 66.000 units 
we are putting under contract. That is still going on. This staff 
does postreview work on all that activity to give the Commissioner 
assurance that policies are being carried out. 

Mr. Tuomas. It seems the Washington office has been a little over- 
staffed for a good many years. 


MANAGEMENT DIVISION 


Let us look at your management. What is your Management 
Division ? 

Mr. Wooren. F-10, sir. 

Mr, Tuomas (reading) : 

The Assistant Commissioner for Management heads the Management Division 
and is the Commissioner’s principal adviser on all matters relating to ‘the’opera- 
tion of public housing projects. He is responsible for the activities of the 
branches and offices. 

He is not in charge of the regional offices, is he ? 

Mr. Stiusser. Not directly, but he supervises the workload that 
comes in there. 


Mr. Tuomas (reading) : 


The general functions of the Management Division include formulating man- 
agement policies, standards, and procedures; reviewing and evaluating regional 
office performance. 


We willinsert page F-10 in the record. 
( Page F-10 referred to follows :) 
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The Assistant Commissioner for Management heads the Management Division 
and is the Commissioner’s principal adviser on all matters relating to the 
operation of public housing projects. He is responsible for the activities of the 
branches and offices described below and, in addition, coordinates all other 
activities required in the project management process. He is assisted in the 
performance of his duties by two deputies. The general functions of the Manage- 
ment Division include formulating management policies, standards, and proce- 
dures; reviewing and evaluating regional office performance in the field of 
project management; conducting management studies; and providing training 
and specialized advice and assistance for the regional office management staffs. 


MANAGEMENT COORDINATION OFFICES 


The Management Coordination Offices coordinate and expedite all central office 
and regional management activities. 


MANAGEMENT STANDARDS BRANCH 


The Management Standards Branch provides staff assistance on matters not 
specifically within the jurisdiction of the other management branches, such 
as community services, local authority retirement plans and personnel policies, 
ete.. 


OCCUPANCY BRANCH 


The Occupancy Branch is concerned with such matters as tenant eligibility 
and selection, preference, leasing and reexamination, and with rents and income 
limits in terms of the long-range solvency of low-rent housing projects. 


OPERATIONS ENGINEERING BRANCH 


The Operations Engineering Branch is concerned with matters related to the 
operation and maintenance of the physical plants of housing projects. 


PROJECT FISCAL MANAGEMENT BRANCH 


The Project Fiscal Management Branch is concerned with local authority 
budgets and financial operations, personal property administration, insurance, 
and taxation. 

PROJECT AUDITING BRANCH 


The Project Auditing Branch develops programs for conducting fiscal audits 
of local-authority operations, reviews reports of such audits prepared in the 
regional project auditing sections, and, on the basis of such reviews, prepares 
audit reports and notices of exception. 

Mr. Suusser. This is the guidance and coordinating activity, sir. 

Mr. Tuomas. You had 87 people in 1957, 77 people in 1958. Do you 
have your green sheets on this unit or do I have to go back to my other 
table? 

Mr. Rurrner. The table would show it. 

Mr. Tuomas. Management Division, 80. You have one grade 16, 
three 15’s, nine 14’s, eight 13’s, twelve 12’s, and eleven 11’s. You 
have 44 out of your 80 which are grade 11 and above. What are they 
doing for you? 

Mr. Stusser. Without personal observation of what they are doing, 
I would estimate they are doing overall management work. 

Mr. Tuomas. Not management work, Mr. Commissioner. 

Mr. Stusser. Coordination and determination of policies that must 
be taken care of as these questions fly in and out. 

Mr. Tuomas. This is just a layer onto a layer, is it not ? 

Mr. Suussrer. If you want to lose control of the program, take them 
out, sir. That is what you will do. 
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FUNCTION OF THE DIVISION 


Mr. Tuomas. How does that fit into the program? 

Mr. Stusser. They help guide the regional offices on what policies 
should be. ‘They are our protection as these pressures come in, want- 
ing to accomplish certain thin at the level of the local authority. 

When we establish policies, they see that that is carried out. 

Mr. Tuomas. The units use this as a shock absorber ? 

Mr. Stusser. Guidance for the total program. 

Mr. Tomas. How do they know more about what is going on in 
Fort Worth, Tex., than the 133 people living there and working out 
of that office? You mean this owt knows more about what is going 
on in New York than that staff of 164 people in the New York office ¢ 

Mr. Stusser. No, sir; but they bring in the problems that arise in 
the field. They work with the local authorities on various phases of 
the operation. 

Mr. Tuomas. If they do not know more about the local office than 
the people in New York, how can they settle these problems unless 
they do know more? 

Mr. Evrns. Off the record. 

(Discussion held off the record.) 


OTHER OBJECTS OF EXPENSE 


Mr. Trromas. Insert pages G—1 and G-2 in the record. 
(The pages referred to follow :) 


OTHER OBJECTS OF EXPENSE 


The following table shows the summary of objects of expense other than per- 
sonal services. An analysis of each object classification is presented on subse- 
quent pages. 


Summary of other objects of expense 








t 

















Object classification | 1957 actual | 1958 estimate | 1959 estimate 
OP Deve. 255 Be a ed i ee bares — $787, 771 $900, 000 $900, 000 
03 ‘Transportation of things......-...... 13, 63 | 16, 000 | 41, 900 
04 Communication services___. 215, 706 | 243, 000 | 230, 000 
05 Rents and utility services ._. 744, 664 | 798, 000 765, 900 
06 Printing and reproduction --._._..........--.--.-.-.-.-.--- 44, 464 | 52, 000 | 48.000 
07 Other contractual services. __._....-...-.-.-.---+.+-..-.-- 189, 665 | 98, 000 | 90, 000 
General Accounting Office audit____-- ; --| 116, 000 | 116, 000 | 116, 000 
08 Supplies and materials ..............2..----.--.--2--- ss. 96, 669 | 97, 000 93, 000 
GP + NNOUID... . bees. 40a cbse ite iinet aime 176, 094 32, 000 63, 000 

11 Grants, subsidies, and contributions: Contribution to | 
retirement fund -- a ated b= <alpiatiigy mgt tedinctte itches abs th coals iia Sates al te 580, 000 595, 500 
13 Refunds, awards, and indemnities______-_.2-_._.___- : 3, 950 | 5, 000 5, 800 
15 Taxes and assessments -.......--.-.----...---. 5, 235 | 3, 000 | 900 
Total’ other tijécte: 2:2. 031. Lod dc 2, 393, 851 | 2, 940, 000 | 2, 950, 000 
Deduct charges to liquidating program...._...........-_- i 364, 440 | SER AOD 445.42. 5 anaes 
Charges to low-rent program ______._........-.--.--.---- 2, 029, 411 | 2, 708, 000 | 2, 950, 000 

02 Travel 





1957 actual | 1958 estimate | 1959 estimate 





TOGO COE 5556 ict ches sad ote hae =e ee ee $787, 771 $900, 000 $900, 000- 
Deduct charges to liquidating program_....................... 119, 930 TE Reetpien<ntpeinie 
7 
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The Public Housing Administration’s responsibility for working closely with 
local housing authorities requires that a substantial number of regional-office 
employees be in travel status during a large portion of the time. 

More than 90 percent of total travel expense is for travel of regional-office 
staff engaged in the development and management activities and in the audit of 
fiscal operations of the local authorities. Less than 10 percent of travel expense 
is for central-office employees who are required to make occasional visits to 
regional offices and to projects. 

The Public Housing Administration maintains 6 regional offices in the conti- 
nental United States and 1 in Puerto Rico. Considerable distances must be 
traveled by representatives of the administration in order to visit local housing 
authorities and projects located within a regional area. 

The tabulation below gives a detailed analysis of estimated travel requirements 
for 1959: 





Days in travel status 


Number of Cost per | Total cost 
travelers Monthly | Total per | travel day 
average per year 





traveler 
Departmental employees: 
Ri aia tie eteocmasadaantnchiind 26 1.9 586 $29 $17, 242 
Administration Division. .-...........- 21 3.0 756 22 6, 632 
Development Division. -_ ............-- 24 1.7 490 29 14, 210 
Management Division...............-- 23 3.7 1,021 23 483 
Total, departmental.__............-- 94 2.5 2, 853 25 71, 567 
Field employees, aggregate field offices: 4 
I aan ik ceeenainkcapeusasomibions 75 4.1 3, 690 27 100, 973 
Development... .hactiw secs eine 156 2.7 5,073 27 136, 808 
Management____....-- saench dita thsoctadeibeindaaatces 329 8.4 33, 162 18 590, 652 
ic dsncdnctcndcnncasiocnnanlls 560 6.2 41, 925 20 828, 433 
Total organization................... 654 5.7 | 44,778 20 900, 000 


Mr. Tuomas. Do not your other objects run a little high here? Is 
this exclusive of the nonadministrative expense ? 

Mr. Rurrner. Yes, sir. 

Mr. THomas. What is your administrative expense; $12.2 million? 

Mr. Wooren. Of which this is part. This covers all objects, other 
than personal services. 

Mr. THomas. How much is personal services ? 

Mr. Wooren. Personal services would be $9,250,000. 

Mr. Tuomas. And you have $3 million here, 3314 percent for other 
objects against your personnel costs, and it should be no more than 15 
percent plus your contribution to the civil-service retirement fund, 
which is around $595,500. Is that correct? 

Mr. Rurrner. That is the figure; yes, sir. 

Mr. THomas. So, you are virtually $1 million high. 

Mr. Wooren. There is another thing you may not run into with 
some of the other Government agencies. We pay our own rent bill 
for our quarters. 

Mr. Tuomas. You have a big rent bill. Your travel is $900,000. 

Mr. Wooren. Those are the three large items. 

Mr. Tuomas. Travel, $900,000. Rents and utilities, $765,000, which 
is a decrease for rent: of about $30,000 or $35,000 from last year. 

You are still paying the General Accounting Office $116,000 for 
other contractual services. What are they doing for you now? 

Mr. Suusser. They have been very helpful to us, sir. 





‘ 
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TRAVEL EXPENSE 


Mr. Tuomas. Are you not about $1 million high in the other objects? 
What about travel? (Reading:) 

The Public Housing Administration maintains six regional offices in the con- 
tinental United States and one in Puerto Rico. 

You have 94 travelers in the Department. In the field you have 654. 

Mr. Rurrner. 560 in the field and the total is 654. 

Mr. Wooren. Most of the professional staff should travel and that 
is why you will notice—— 

Mr. THomas. You have 150 auditors and 75 engineers stationed 
at these projects. Who does the traveling? 

Mr. Wooren. One hundred and ten field auditors have to be on 
travel constantly. The only time they are not on travel and per diem 
status is when they are at the home office. 

Mr. Tuomas. Perhaps you should strengthen your field auditing 
staff and have more of them and do more travel, but you have only 
104. You have 560 traveling in the field. 

Mr. Suusser. Five hundred and sixty. 

Mr. Tuomas. Who are the other 440 or 450 traveling in the field? 

Mr. Rurrner. Of the total travel estimate of $900,000 there, $828,- 
500 is for the field staff and $71,500—— 

Mr. Tuomas. I read that in the table, but who is spending that 
$828,000 in the field? You have only 104 auditors. You have 450 
people besides them traveling. Who are those 450 people besides the 
auditors in the field doing the travel ? 

Mr. RurrNer. Management people, people who go out and inspect 
the projects, the engineers, and you have your development staff and 
al] of the operations engineering people. 

Mr. THomas. What was the unexpended balance in 1957 for travel? 

Mr. Rurrner. $787,771 was the total. I don’t remember the limi- 
tation for 1957. 

Mr. Tuomas. You had a couple other liquidating items. You 
charged some travel to the liquidating program, did you not? 

Mr. Rurrner. That is right, sir. 

Mr. Tuomas. Does this $900,000 cover all activities? 

Mr. Wooren. Covers all of the administrative. 

Mr. Toomas. Do you have any nonadministrative travel ? 

Mr. Wooren. A very limited amount. The only nonadministrative 
travel we have is where we have our project engineer finish one job 
and shift him to another job. That is under the nonadministrative 
limitation. 

Mr. Tuomas. The $1,500,000? 

Mr. Wooren. We break that out for you on that table. The travel 
figure is broken out separately. It is a small figure. 

_ Mr. Tuomas. I remember your other administrative item of $500,- 
000; $380,000 was for personal services and $120,000 for other objects 
and that figures 3314 percent, too, which is too high. 

Are those amounts I gave correct ? 

Mr. Rurrner. Those are the figures, yes. 

Mr. Tuomas. It seems to me the cost of your other objects are 
high. What can you do about it? 
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RENTS AND UTILITIES 


T noticed your rent figure in a chart. Insert page G-—5 in the record. 
(P. G—5 referred to follows :) 


05 Rents and utility services 

















Item 1957 actual | 1958 estimate | 1959 estimate 

Space rental and utilities see ap tinae cn anee anon eden ate $707, 924 $750, 000 $720, 300 
Tabulating and duplicating machines_____............-------- 36, 740 48, 000 45, 600 
Total rents and utility services__._--- HUAI Shiv 744, 664 798, 000 765, 900 
Deduct charges to liquidating program ied ec caulk 113, 368 Gu Oee L-.-<--seheeak 


NS hemlet Blh—inlehlecedinetidl 
Charges to low-rent program..---._....--...-----..----- 631, 296 735, 000 765, 900 


Government-owned space is not available to the Public Housing Administra- 
tion. Therefore, the General Services Administration rents space for the agency 
from private interests, bills the Public Housing Administration for such rental, 
and adds the cost of utilities, operation, repair and maintenance, guard service, 
etc. Federal agencies have been notified by the General Services Administration 
that the payments to the retirement fund for 1958 and 1959 will result in an 
increase in costs for rent, operation, and maintenance of buildings during these 
years. This increase in cost is included in the budget estimate. 














Location Number of | GSA billing | Annual cost 
square feet per square to PHA! 
foot 

Atlanta____--- at L eu. 25, 165 $2. 68 $67, 442 
Chicag@o...:.<...-- a aidees etiisiad: sind nptindan dC Gre oak aie 19, 983 3. 75 74, 936 
Fort Worth... _____- Bias 24 ba dddbdecende sss ebeusdesk 14, 202 2.70 38, 345 
lie Dati ctl Eta 6... sean pineal eadicbus 30, 355 2. 35 71, 334 
Puerto Rico__-.--_- edienes ihcoenwedeobyaeeiinaee 5, 823 3.00 17, 469 
San Francisco _____. Sil el owbbehbhiecs SeuLL 18, 436 2. 39 44, 100 
District of Columbia ?-__-- ot €BSs deka a Ae 104, 932 3.77 395, 504 
District of Columbia warehouse - - -- --- bs set edie bi oO 18, 549 . 52 9, 645 
Defense relocation center-..._- Sint hin anes }-- aS eee 7, $12 
I alates RA Ee See 726, 677 


1 As of June 30, 1957. 
2 Includes central office and Washington regional office. 


The rental of tabulating and duplicating machines is projected at about the 
current rate of expenditure. 

Mr. Tuomas. You pay $3.77 a square foot in the District. That is 
the headquarters office ? 

Mr. Stusser. Yes. 

Mr. Tuomas. 100,000 plus square feet. Chicago, $3.75. Fort Worth 
$2.70. New York, $2.35. Where is your New York office? 

Mr. Stusser. 326 Broadway is where we are located. That is way 
downtown. It is opposite city hall. 

Mr. Tuomas. You have a surplus of 25 or 30 percent, too, of square 
footage over and above your needs in that building. You have a lot 
of unused space there right now. Atleast you had in November. You 
had a lot of wasted space. 

The building is an old building but it is nice. It is a long narrow 
building. 

Mr. Stusser. We have only part of it. 

Mr. Tuomas. At least 20 percent is not properly used. I mean not 
used at all. 
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Mr. Stusser. I seem to remember cramped quarters. We have these 
little wooden partitions. 

Mr. Tuomas. That is the upper end of it. That is all right. 

Mr. Stusser. There is an offset from Mr. Hillman’s office. 

Mr. Tuomas. It is a long, narrow building. It is all on one floor. 

Mr. Evins. Off the record. 

(Discussion held off the record.) 


TRANSPORTATION OF THINGS 


Mr. Tuomas. At this point in the record we will insert pages G-3 
and G—4 of the justifications. 
(The pages referred to follow :) 


03 Transportation of things 














Item 1957 actual | 1958 estimate | 1959 estimate 

I SOUND 6 9 cn i Snacewnd bbccdimnivammiid aad $5, 169 $6, 000 $11, 600 

NE SE eee ee ae ae ee ey 6, 661 8, 000 28, 500 

PN DONO ae < beh capicnlevdibocbbbdde ulbdewde~ Woeededadedde 1, 803 2, 000 1, 800 

Total transportation of things_...-...................-.- 13, 633 16, 000 41, 900 
Deduct: Charges to liquidating program_--__.................- 2, 075 60015 i-~2244.-- 











Charges to low-rent program..................-...-.-.-- 11, 558 14, 700 41, 900 


The amount estimated for intracity drayage and intercity transportation in- 
eludes funds for the transfer of employees from one regional office to another. In 
an effort to utilize the limited staff most effectively, technical staff will be trans- 
ferred to the office where the employee may be most productively used. The 
forecast for the transportation of household goods and personal effects for em- 
ployees transferred from one official station to ancther is based on current exper- 
ience. 

Parcel post shipments consist principally of forms, manual releases, bulletins, 
and blueprints. The cost is projected at approximately the current rate of 
expenditure. 


04 Communication services 








Item | 1957 actual | 1958 estimate | 1959 estimate 
a I estan cleanin 
Installation and switchboard.__.__....__._.__....-_..--- hit $92, 177 $95, 000 : 
Local calls_-- -- - sieesniiin ceca halal te idea Ligudied adc nian atten a ag 18, 388 20, 000 18, 800 
Long-distance calls_______- 2 elekl 72, 504 89, 000 , 600 
Letter postage. .__.__- Ga dlllicas sepals Baise scatter tors bilge toto ss 6, 504 8, 000 8, 400 
I in Re ek ee 6, 831 9, 000 9, 400 
Wee MM ooo se eek ks 2 SL ee 19, 302 22, 000 20, 600 
Total communication services__._....................--- 215, 706 243, COO 230, 000 
Deduct: Charges to liquidating program ._.__.___- tte 32, 839 | 19, 200 | Bal El iia 
Charges to low-rent program.._..................-...... 182, 867 223, 800 


The estimates for switchboard and local telephone charges are based on ap- 
proximately the current rate of expenditure for average yearly employment. 

A control system is in use for allocating quarterly the number of long-distance 
telephone calls which may be made by each organizational unit in regional and 
central offices. This strict control helps to keep long-distance calls at the mini- 
mum required for efficient operation. The estimates are based on present 
experience. 

The cost of postage for airmail, special delivery, and registered mail, which 
are used when necessary, is projected at approximately the present rate of 
expenditure. 
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Teletype and telegrams are used to expedite urgent business and when time 
saving is essential. The cost is projected at current rates. The Public Housing: 
Administration uses the General Services Administration teletype service. 

The item of penalty mail is included pursuant to Public Law 286, 83d Congress. 
(67 Stat. 614), which requires the Public Housing Administration to reimburse 
the Post Office Department for'the transmission of mail. 

Mr. Tuomas. Let us take a look at “transportation of things.” 
You have one item which has jumped from $8,000 to $28,500, and that 
is moving of household effects. 

You state that the forecast for transportation of household goods 
and personal effects for employees transferred from one official sta- 
tion to another is based on current experience. 

Your current experience has jumped from $14,700 in 1958 to $41,900: 
in 1959. 

Mr. Rurrner. Mr. Chairman, that estimate was based upon the as- 
sumption that we would move technical people from one regional 
office to another in order to better utilize our staff whenever we find 
that the workload has decreased in one area, and the man is needed in. 
another. 

Mr. Tuomas. You have not been doing any moving in the last 4 
or 5 years? 

Mr. Rurrner. What we have in mind is moving engineers from a 
regional office where they may not be so badly needed to one where 
they would be needed. 


Mr. Tuomas. What do you have in mind for this $20,500 increase, 


which is about 80 percent more than you had for your whole item of 
“Transportation of things” last year ? 

Mr. Rurrner. If approved, that would provide for approximately 
65 moves, or moves of 65 engineers and technical people, from one 
regional office to the other. 

Mr. Tuomas. Why this year, when you did not do it last year, and 
you did not do it the year before last ? 

Mr. Stusser. Because we are shifting them with the workload now, 
sir, wherever the workload builds up. 

At the present time we are moving some economists into the Atlanta 
regional office. 

r. THomas. Some economists? 

Mr. Suusser. Yes, sir. 

Mr. THomas. How many ? 

Mr. Stusser. We will probably move 1 or 2 in there. 

Mr. Currie. They are on a detail basis. 

Mr. Wooren. Actually, on this item we had this in mind: We put 
this in as an economy measure—— 

Mr. Tuomas. Page G-8 of the justification covers “Supplies and 
materials” which are going up, but it would hardly justify 30 percent 
increase on “Other objects,” against your personnel cost. It is just 
too hard to do. 

Wecan go along with you on your addition of the contribution to the 
civil service retirement fund, but beyond that it is hard to do. 

Mr. Wooren. I think this explanation may help on that item, Mr. 
Chairman. 

Mr. Tuomas. We want it now, if you can help us. 

Mr. Wooten. We have an idea here that we want to try out with 
the tight personnel situation that we are confronted with. We 





| 
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thought that by having this fund to ship personnel on long-term 
details between regional offices, and from the central office to the 
regional offices, we might avoid additional employment. I do not 
know how well it will work. 
Mr. Tuomas. You mean that is on the “Transportation of things?” 
Mr. Wooren. That is right. 
Mr. Tuomas. Your “Travel” item is exactly what it was last year. 
What are you going to do about that? 
Mr. Wooten. en we shift a person, we are obligated to ship his 
household effects. 
oe Tuomas. Your “Travel” item is exactly the same as it was last 
ear 
Mr. Wooren. That is correct. 
Mr. Tuomas. Your “Household goods” item goes up, however, about 
250 percent. 
y does not your “Travel” go up likewise? 
Mr. Wooren. Perhaps it should, but we held it to the same figure of 
last year. 
Mr. THomas. You ought to hold your “Transportation of things” 
to the same level also. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. At this point in the record we will insert pages G-7, 
8 and 9. 


(The pages referred to follow :) 


07 Other contractual services 





Item 1957 actual | 1958 estimate | 1959 estimate 

I nis incntndh: diet atnane< actesehiealatamatcnbien Samana $3, 300 $4, 000 $4, 000 
OCOD CHUN OUI ohn oc ce cvccocdcuscanscamooweeness 3, 899 6, 000 7, 000 
Federal group life insurance__..--._.....-....---...-.... iszewe 29, 701 32, 000 30, 000 
Moving and alterations to offices... _..............----.---.-. 137, 117 37, 000 30, 000 
Repairs to equipment_.......... atin eatin woth dup eteaceneinnhmeametl 9, 947 12, 000 12, 000 
I I ne Jo ean ab madeweoins 2, 591 5, 000 5, 000 
Vehicle repairs and garaging........................-.-....... 3, 110 2, 000 2, 000 
I I Eee einen ones 189, 665 98, 000 90, 000 
General Accounting Office audit.....................--..-..-- 116, 000 116, 000 116, 000 
Total other contractual services__....................... 305, 665 214, 000 206, 000 
Deduct charges to liquidating program......................-- 46, 535 Sania net nt 
Charges to low-rent program......................-..----.--.. 259, 130 197, 100 206, 000 


Actuarial services are utilized for advice on retirement plans for local authori- 
ties operating Federal housing projects. Since only occasional use is required, 
the services are obtained in this manner rather than employing continual 
personnel for this purpose. 

The commerce clearinghouse services are used by Public Housing Administra- 
tion attorneys in the central and regional offices, furnishing them with copies 
of State laws and legislative matters relative to Public Housing Administration 
activities. 

Federal group life insurance is included pursuant to Public Law 598, 83d 
Congress (68 Stat. 736). It represents payments to the fund at $3.25 per $1,000 
of insurance. 

The rearrangement of offices, involving partition changes, incidental repairs, 
and moving of files is necessary with changing phases of the program. The 
above estimate provides for those expenses as well as the estimated cost of 
routine repairs to office equipment. 
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The item of $116,000 for the cost of the annual audit by the General Account: 
ing Office is based on an estimate submitted by that Office, and the expense is 
not controllable by the Public Housing Administration 


08 Supplies and materials 











Item 1957 actual | 1958 estimate | 1959 estimate 

iene Cannio sk wi cscs BLL $15, 562 $16, 000 $15, 400 
ET ed ee Bal on an are anna spmaumennirs gw: . 1, 000 1, 000 
WEA ate aids Race coke scat weldbe sede banseeu 78, 787 79, 000 75, 700 
i a se 1, 181 1, 000 900 
Total supplies and materials_-.............-...--.---.-.- 96, 669 97, 000 93, 000 
Deduct: Charges to liquidating program_-___-......-...-.---- | 14,717 | 7, G00 |-cundmeeeeil 
Charges to low-rent program__.__..-...-.-- Lédemninelae hae} 81, 952 | 89, 400 93, 000 

i 





Duplicating supplies consist of materials necessary in the operation of dupli- 
cating machines, including inks, plates, and cleaning fluids. Also included is 
paper stock for the reproduction of forms which do not require in excess of 
25,000 copies in any 6-month period. 

The expenditure for gasoline and oil is for operating Public Housing Admin- 
istration motor vehicles in Puerto Rico. The General Services Administration 
interagency motor pool is utilized in the other regions. 

Normal operating requirements make up the estimate for office supplies, dis- 
tribution of which is closely supervised. 

Standard forms included in the above estimate are those required to be pur- 
ehased from the General Services Administration. 

All projections are based on the current rate of expenditure and proposed 
staffing for 1959. 


09 Equipment 














| 

Item 1957 actual | 1958 estimate | 1959 estimate 

cat enatancaikadiectcheamesastneoschdatas etait ecm 7 

Mechanical equipment: 

SNR ih? S428 2 Bie honk 9 ees She $13, 672 $4, 000 $12, 600 
tie ial Se gta, ait inna 36, 008 3, 000 15, 750 
Reproduction equipment. ---- pidnbkbsee celeb eebesnanaes = CORE Coca 2, 800 
Typewriters. .__.-- J Ate tei right Gained teenies 18, 920 4, 000 10, 000 
Motor vehicles.........._- ND hdl ape-av~ cad -tasetcob slcadan tke Ussdi neem eats s 44 sae deen , 400 
Ess i wie nt Wake die 6a ob Anaheeaosh pecs sane 99, 740 18, 000 17, 450 
twas a cinad< tabi gunn asccutc<adenberesnesscae 3, 581 3, 000 3, 000 
Nee ee wnewaweneahaaed 176, 094 | 32, 000 63, 000 
Deduct: Charges to liquidating program ..-_-................-- 26, 809 | DOR ht canctbacnann 
Charges to low-rent program.._.........-.....-...---.-- 149, 285 | 29, 500 63, 000 








The above estimate provides for the replacement of obsolete and wornout 
equipment. A recent survey indicated that over 25 percent of all machines in 
use are over 12 years old. A list of machines scheduled for replacement 
follows: 


Mechanical equipment for replacement 


Item | Number Unit price | Total cost 
ink ak cht ental 30 | $420 $12, 600 
ete nous nae tbcnceeaecincnenes suaiaieanctee 15 850 15, 750 
NG, ool Lic os~ dcnnidakeb- sdkanesdbbeens 1 2, 800 , 800 
RT 05.0 iis) cle Sab Rab asia - lates be sed 50 200 10, 000 








The cost of one passenger car for the Puerto Rico regional office is included 
in the estimate This is for the replacement of a car exceeding the mileage 
standard prescribed by the General Services Administration. Continued op- 
eration of the old car is dangerous to personnel and also increases the cost 











: 
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of operation. There is no General Services Administration interagency motor 
pool in Puerto Rico. 

The Administration has no reserve stock of office fixtures (desks, chairs, 
etc.) and purchases are required for current operations. 

A nominal amount is included for the purchase of technical books required 
for the work of the Administration’s professional employees. 


LiquipaATING Emercency Hovustne Program 


Mr. Tuomas. Let us take a look at the program in which Mr. Evins 
is interested. 
This is your program on liquidation. 


At this point in the record we will insert pages 1, 2, and 3 of the 
justifications. 


(The pages referred to follow :) 


LIQUIDATING EMERGENCY Hovustne PROGRAM 
SUMMARY OF PROGRAM 


As one of the constituents of the Housing and Home Finance Agency, the 
Public Housing Administration has had responsibility for providing disposi- 
tion and management services relating to the liquidating emergency housing 
program. The following budget assumptions have been made for this program: 

1. The goal for fiscal year 1958 is complete disposition of all war and emer- 
gency housing units and related properties under the program. In performing 
this activity, the Public Housing Administration is providing disposition and 
management services required to dispose of housing projects; operate projects 
pending liquidation ; provide accounting, legal, and other administrative services ; 
and service a portfolio of mortgages received from the sale of properties. On 
June 30, 1957, there remained 10,702 units of the approximately 1 million hous- 
ing units originally constructed by the Federal Government to alleviate housing 
shortages created by World War II and by the Korean emergency. During 
the 6-month period, July to December, 1957, an additional 5,545 units were 
disposed of and only 5,157 units remained on December 31, 1957. 

2. Since current schedules anticipate complete disposition by the end of fiscal 
year 1958, there will be no need for the nonadministrative expense limitation 
relating to property management and disposition activities of the program. In 
the event it becomes necessary to repossess properties previously sold, or to meet 
other operating expenses, and if a limitation is not established, existing provi- 
sions of law pertaining to the war and emergency housing programs will apply. 

8. Subsequent to June 30, 1958, program activities will be confined to the 
accounting, servicing, and related activities of the portfolio of mortgages ac- 
quired in partial payment for properties sold. On June 30, 1957, the Public 
Housing Administration held 13,065 mortgages with an aggregate unpaid balance 
of $172.3 million. It is estimated that the number, upon completion of the 
disposition program June 30, 1958, will total 14,400 mortgages with an unpaid 
balance of $178.7 million. 

On June 30, 1957, approximately 88.3 percent of the $2,303 million total invest- 
ment in the liquidating emergency housing progam had been accounted for, as 
follows: (a) Cash proceeds of $600 million had been returned to the United 
States Treasury and to the Office of the Administrator: (6) assets representing 
an investment of $1,092 million had been disposed of without reimbursement 
under legislative direction; and (c) cumulative losses from operations and dis- 
position were estimated at $342 million. The other remaining 11.7 percent, 
namely: $269 million, comprises mortgages and other assets, less liabilities, 
which remained in the program on June 30, 1957. 
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Budget estimates 


The following table presents a summary comparison of 1957 operations with 
estimates for 1958 and 1959: 











1957 1958 1959 
Administrative expense authorization...............<-...--.- $1, 795, 303 $980, 000 $500, 000 
Nonadministrative expense limitation: 
Federally owned directly operated projects_.........-....- 8, 337, 752 $77, 20D, bs 5. - ech cds 
Project disposition expenses (personnel) .-...........-....- 239, Sy OO [own e ee ancaeeh 
SPUN slitahckdembhadapddwatwuchbaceemeabediinn Sisaeieas 3, 577, 121 600, 000 


Administrative expenses 


Administrative expenses are paid from. receipts of the liquidating program 
under a limitation established by the Congress. Salaries and expenses of ad- 
ministrative personnel assigned to supervision of project management and dis- 
position, as well as the expenses related to servicing of mortgages, are included 
in the budget estimates. In anticipation of the complete disposition of all hous- 
ing units and related properties under the liquidating emergency housing program 
by June 30, 1958, the budget projections for fiscal year 1959 and subsequent 
years under administrative expenses apply only to accounting for and servicing 
of mortgages and related activities. Administrative expenses declined from 


$1,795,303 in fiscal year 1957 to an estimated $980,000 in 1958. The estimate for 
1959 is $500,000. |. 


Nonadministrative expense limitations 


Nonadministrative expenses of the liquidating emergency housing program 
consist of maintenance and operating expenses of federally owned directly oper- 
ated projects and personal services for disposition staffs located at project 
sites. No estimates are included in budget projections for fiscal year 1959. 


Budget receipts and expenditures 


The liquidating emergency housing program produced net budgetary receipts 
of $28.2 million in 1957; estimated receipts during 1958 are $18.9 million and 
$18.6 million during 1959. These receipts are produced by sales of property, 
payments of principal and interest on mortgages, and property management 
operations. Receipts during fiscal year 1959 and subsequent years primarily 
will be from payments of principal and interest on mortgages. 


ADMINISTRATIVE EXPENSES 


The Public Housing Administration has received funds for administrative 
expenses for the liquidating emergency housing program through an allocation 
from the Administrator, Housing and Home Finance Agency, of a portion of the 
congressional limitation to expend funds derived from receipts of the liquidating 
emergency housing program. Salaries and expenses of administrative personnel 
assigned to the management and disposition activities related to projects under 
the liquidating emergency housing program, as well as those involved in the 
accounting for and servicing of the portfolio of mortgages, are included in the 
administrative expense budget estimates. 


Administrative expense estimate 


The estimate of $500,000 assumes that all housing units and related properties 
will be disposed of by June 30, 1958, and is based on the staff required to service 


the mortgages acquired in partial payment for properties sold and for related 
activities. 
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¢ The following table shows the workload for the liquidating emergency housing 
program for the 3 fiscal years: 





1957 actual | 1958 estimate | 1959 estimate 








Namber of units: 


Available for occupancy, average...................-.-.._. 27, 828 4) 20B)) esse atic 
Available for occupancy at year end..............-..-.__- Osa chia easing a tet aalk nein 
eee GOING Fi 554 24.350 55.5,b casa bacinaneses 20, 721 COON Bese wh dickies 
Temporaries disposed of. ..- 22.22.0022. eek 16, 474 EG Miictciema geeky aie 
Number of mortgages or other lien instruments: Year end_._. 13. 065 14, 400 14, 400 
Dollar volume: 
Nonadministrative expense obligations or limitations. ._.- ’ $3,577, 121 $600, 000 }.......-.----- 
Administrative expense authorization..............-.....- $1, 795, 303 $980, 000 $500, 000 
pe SE ea 12 RE Oe $172, 301, 706 | $178, 659,606 | $167,859, 606 
Receipts from interest and principal on mortgage loan 
Bs cbtbtncnt nccatbenaansenmumeatilinedbeeiittnain $17, 288, 571 $18, 500, 000 $18, 800, 000 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. I said a while ago your nonadministrative expense for 
this year was $500,000, but you have no nonadministrative expense 
under your liquidating program. 

However, you do have an item of $500,000 of administrative expense 
= which $380,000 is for personal services, and $120,000 is for other 

jects. 

ou certainly are to be commended on this pro . Progress has 
been slow, but you have finally gotten most of it behind ou. 

This reading material on pages 1, 2, and 3 really tells the tale, and 
if I may, I would like to read this into the record, which is something 
that ought to be kept in mind: 

On June 30, 1957, approximately 88.3 percent of the $2,303 million total invest- 


ment in the liquidating emergency housing program has been accounted for, as 
follows : 


We put this in the record yesterday, but it will not hurt to repeat 


again : 


(a) Cash proceeds of $600 million had been returned to the United States Treas- 
ury and to the Office of the Administrator; (0) assets representing an investment 
of $1,092 million had been disposed of without reimbursement under legislative 
direction ; and—— 


That is, by the Congress giving it away. 
and (c) cumulative losses from operations and disposition were estimated at 
$842 million. The other remaining 11.7 percent, namely : $269 million, comprises 
mortgages and other assets, less liabilities, which remained in the program on 
June 30, 1957. 

So you have about 14,000 mortgages at an estimated value of in the 
Ssishbeshood of $180 million that you are going to husband for some 
time in the future, and they will be accounted for, expensewise, under 
your heading of “Administrative Expense.” 

You are not asking for any nonadministrative expense even for the 
fiscal year 1959; is that correct? 

Mr. Wooren. That is correct, sir. 

Mr. Tuomas. May I read another paragraph of the justifications 
into the record at this point : 

The liquidating emergency housing program produced net budgetary receipts 


of $28.2 million in 1957; estimated receipts during 1958 are $18.9 million, and 
$18.6 million during 1959, 
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In 1959 you will have an operating cost of $500,000; is that correct? 
Mr. Suusser. That is correct. 


Mr. Tuomas. Is that your total operating cost ? 

Mr. Stusser. Yes, sir. 

Mr. Tuomas. It is hard to keep up with these costs when you shift 
from one to the other. I think that is, by and large, a good record. 


OTHER OBJECTS OF EXPENSE 


We will insert into the record at this point page 8 of the justifica- 
tions, which breaks down the $120,000. 
(The page referred to follows :) 


Summary of other objects of expense 


Object classification 1957 actual | 1958 estimate | 1959 estimate 
CRs 0k 5 Sh iti fs sg i sg kt ch cd ca ads ees $119, 930 $71, 000 $25, 000 
Og I, GE I no nn eonendinncdbemmeraned 2, 075 1, 300 1,100 
04 Communication services._-_._............-----.-.----..i2. 32, 839 19, 200 15,000 
05 Rents and utility services_...............-.-.-... Bi cets 113, 368 63, 000 41, 100 
06 Printing and reproduction.._..........._-....--..._---.-- 6, 769 4, 100 3, 000 
07 Other centractual services _. Sasat Shiddin ob iateeis 28, 875 7, 700 4, 000 
General Accounting SS... 17, 660 9, 200 =a 
nc ke wae esence 14, 717 7, 600 4, 000 
i es 26, 809 2, 500 2, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund... -.....-.............|-.---..---.--- 45, 800 24, 500 
13 Refunds, awards, and indemnities_._............-__..-..- 601 400 200 
15) *Danew eid dasedements...... 2c ke eee 797 200 100 
POUnn Werner OMRON 88d ss eh acest ska bbnendtdies 364, 440 232, 000 120, 006 





Mr. Tuomas. You have under the heading of “Other Objects of 


Expense,” which go to make up this $120,000, “Travel” in the amount 
of $25,000. 


EMPLOYMENT FOR MORTGAGE SERVICING 


How many people do you have tied up in that $500,000 administra- 
tive cost ? 


Mr. Wooren. You mean the total of the people on the administra- 
tive roll. 

Mr. Tuomas. Yes, sir. 

Mr. Wooren. That would be 72. 


Mr. Tuomas. I thought you gave me the figure of 71 a while ago, 
or was it 72? 


Mr. Wooren. 72. 
Mr. Tuomas. Iti is still 72? 
Mr. Wooren. Yes, sir. 


COMMUNICATION SERVICES 


Mr. THomas. Under “Communication services,” you have the sum 
of $15,000. 


With whom are you going to communicate for $15,000? What are 
these people going to do? 


RENTS AND UTILITIES 


Then, you have “Rents and utilities services” in the amount of 
$41,100. Where are these people stationed ? 





sceueaasnie 
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Mr. Wooren. They are stationed here in Washington. That is a 
centralized operation. 

Mr. Tuomas. Is this $41,100 in addition to that amount which Mr. 
Evins pointed out a while ago that you were paying? 

Mr. Wooren. That is San this is a pro rata share. 

Mr. Tuomas. This is a part of it? 

Mr. Wooren. That is a part of it ; yes, sir. 

Mr. Tuomas. You have already collected it over here under “Other 
objects ;” have you not? 

Mr. Wooren. No, sir. 

Mr. Tuomas. You are sure about that? 

Mr. Wooten. Yes, sir; I am sure of that, It is on a pro rata share 
basis. 

NUMBER OF MORTGAGES 


Mr. Tuomas. Now, what is the number of mortgages which you are 
going to handle? 

Mr. Wooren. We expected to have 14,400 mortgages with a face 
value of around $179 million by the end of this year. That was our 
estimate. Actually, our figures through January 1 of this year, show 
that the amount is higher'than that. I have the current figures here. 
We were up to 13,960 mortgages, I believe it is, as of January 1. We 
have 13,960 with an unpaid principal amount of $180,260,561.86. So, 
we had underestimated that slightly. 

Mr. Tuomas. Is this table which appears on page 19 of the justi- 
page your best. table, or would you say this one on page 20 or 
21 is better ¢ 


FINANCIAL RESULTS 


At this point in the record we will insert pages 20 of the justi- 
fications. 


(The page referred to follows :) 


FINANCIAL ANALYSIS OF PROGRAM 


Proceeds of the liquidating emergency housing program comprise three 
principal elements: (1) cash and mortgages received from disposition of proper- 
ties; (2) collections of principal and interest on mortgages taken in partial 
payment from sales of properties; and (3) residual receipts from operations of 
federally owned projects. 


Disposition proceeds 


Gross dollar proceeds from sale of property are expected to amount to $19.5 
million in 1958. An analysis of sales into cash and mortgage sales is shown in 
the table that follows: 


Sore rre 
1957 actual | 1958 estimate 








Income: 
Sale of property: 
Cash $11, 202, 086 $2, 646, 700 


Mortgage loan notes... -.-... in Ses 5 Lieks: ‘ ).46Jados | ~ 46, 329, 468 16, 857, 900 





Potda tnboais: 2005 20 Ai igot cetiipasg Ach! galigty, | $7, 531, 554 19, 504, 600 


During fiscal year 1957 the sum of $35 million was deposited in the General 
During fiscal year 1957 the sum of $35 million was deposited in the general 
fund of the United States, of which $34,630,000 came from the Public Housing 
Administration’s share of the revolving fund (liquidating programs) and the 
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remainder from the Office of the Administrator's share of the revolving fund. 

It is estimated that additional funds will be made available to the Office of 
the Administrator for transfer to the general fund of the Treasury amounting 
to $28 million in 1958 and $19 million in 1959. These transfers include dispo- 
sition proceeds and collections of principal and interest on mortgages. 

Collections on mortgages.—The following table shows the actual and estimated 
number and dollar value of mortgages at the fiscal year end and the collections 
of principal and interest during each of the 3 years: 


Selected data concerning mortgages held by PHA 


(Dollars are shown in thousands] 


1957 actual | 1958 estimate | 1959 estimate 


Mortgages held by I PHA, June 30: Aan 
Number. 


4 ‘ 14, 400 
Dollar value. ._- $178, 660 


Collections Gems me ‘Semal rer 
Principal. . oone « are , $10, 500 
‘ . 6, 980 8, 000 


18, 500 


Mr. Tuomas. At this point we will also insert page 21 of id 
justifications. 
(The page referred to follows :) 


ResmuaL Recerpts FrRoM OPERATIONS OF FEDERALLY OWNED PROJECTS 


A statement relating to federally owned leased, projects is shown on page 23. 
A statement relating to federally owned directly operated projects is shown on 
page 26. Dollar amounts are shown for ineome and expense items. Compu- 
tations of per-unit-month amounts also are presented. 

A summary of residual receipts (net project earnings) is given for these two 
major categories in the following table: 


Residual receipts 


1957 actual | 1958 estimate | 1959 estimate 


. Federally owned directly operated projects $1, 260, 618 $171, 700 |_......- 
2. Federally owned leased projects ; 652 268, 900 |........ 


Total residual receipts 


Both the federally operated and leased programs are declining rapidly as dis- 
position activity reduces the number of units in operation. During fiscal year 
1958 the program will be so small that only nominal residual receipts are an- 
ticipated. Residual receipts are paid into the revolving fund (liquidating pro- 
grams) and, together with other program receipts, ultimately are deposited in 
the general fund of the United States Treasury. 


Federally owned leased projects 


On June 30, 1957, a total of 6,784 units were under lease and these units are 
scheduled for disposal during 1958. Operating results of the leased projects are 
summarized in the tabulation that follows: 
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Dollar amounts—all projects 





1957 actual | 1958 estimate | 1959 estimate- 





‘Total operating receipts... 5.4... be ee ne penenvesenbobnens $7, 029, 008 $1, 621, 700 
SE GE PUUUNON Gis sk ons. cotton cen en ose eecaceseaneel 5, 780, 356 1, 352, 800 





FEDERALLY OWNED LOW-RENT HOUSING PROJECTS 


Mr. Tuomas. Now, you have four federally owned projects, and 
how many units are in those? 

That is the only thing you have left out of your entire program ? 

Mr. Stusser. We have four left; yes, sir. 

Mr. Tuomas. How many units are in the four, and where are they 
located ¢ 

Mr: Stusser. I can give you the location of them. 

There is 1 at Enid, Okla., 1 at Oklahoma City, 1 at Indianapolis, 
and 1 at Lackawanna. 

Mr. Tuomas. How many units are there? 

Mr. Wooren. The units in those are 1,453. 

Mr. Tuomas. A total of 1,453? 

Mr. Wooren. Yes, sir. 


OPERATING COSTS OF FEDERALLY OWNED PROJECTS 


Mr. Tuomas. And what will be the management cost next year? 
Will that figure be $660,000 ? 

Mr. Wooren. $626,000 is my recollection. 

Mr. Tuomas. And how many employees are involved ? 

Mr. Wooren. About 58. 

Mr. THomas. And they are not under the limitation ? 

Mr. Wooren. Well, they are under the limitation this year, and it 
will be for the judgment of the committee whether they retain it next 


year. We recommend that they not be put under the limitation next 
year. 


Mr. Tuomas. We are talking about next year ? 
Mr. Wooren. Yes, sir. 


RENTAL INCOME 


Mr, Tuomas. What is the rental income from those 1,423 units? 
Mr. Rurrner. $644,300. 

Mr. Tuomas. And you are spending how much to manage them? 
Mr. Rurrner. $626,000. 

Mr. Tuomas. You are not making much nourishment, are you? 
Mr. Rurrner. $18,000. 

Mr. Tuomas. What did they cost us? 


Mr. Wooren. They cost us—I can give you that figure—$7,540,000, 
to use round figures. 
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Mr. Tuomas. In other words, we have $18,000 coming in from an 
investment of $7.5 million ? 

Mr. Wooren. Yes, sir. 

Mr. Tuomas. Is this low-rent subsidized og 

Mr. Wooren. This is low-rent housing. The difference between this 
and the larger block of locally owned projects is that there is no an- 
nual subsidy here because they were built with Spptopsisies funds. 
So, in. effect, what this amounts to is a program of being subsidized 
by the capital investment. 


DISPOSITION OF FEDERALLY OWNED PROJECTS 


Mr. Tuomas. Why can we not sell them? Why will not these cities 
take them over? They have a good thing without taking them over? 
Is that it? They are accomplishing the same thing by not taking them 
over, as if they took them over ? 

Mr. Stusser. That is right; yes, sir. 

Mr. Tuomas. They are getting a subsidized unit, without any capi- 
tal investment ? 

Mr. Stusser. Yes, sir. 

Mr. Tomas. Could you sell them on the open market and let the 
purchaser who buys them do as he sees fit? 

Mr. Stusser. We have tried for 2 years to get some word out of 
the Governor of Oklahoma on this matter. 

Mr. Tuomas. Are all these located in Oklahoma ? 

Mr. Susser. No, sir; two of them are located in Oklahoma, but 
there is no housing authority there. 

Mr. Tuomas. Where are the other two located ? 

Mr. Stusser. We have 2 in Oklahoma, t in Indianapolis, and 1 in 
Lackawanna. The one in Lackawanna we hope we can transfer. 

Mr. Tuomas. Where is Lackawanna / 

Mr. Stusser. In New York just outside of Buffalo. 

Mr. Tuomas. Why do not the New York people take over Lacka- 
wanna / 

Mr. Stusser. We took it over because of management difficulties, 
and other administrative difficulties with the local city administration. 

Mr. Tuomas. When did you take it over? 

Mr. Stusser. I believe in 1953, just as I came into office. I think 
that was my baptism. I was sitting down, acting as mayor, when some 
lawyer called me up about Lackawanna 

Mr. Tuomas. Can you get your money out of these projects? 

Mr. Stusser. We will from the one in Lackawanna. We think we 
can make some money on it. 
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DISPOSITION OF WAR AND EMERGENCY HOUSING 


Mr. Evins. Mr. Chairman, I think you have covered the subject 
very thoroughly. 

Mr. Commissioner, I notice that your goal for 1958 is the complete 
disposition of all your war and emergency housing units? 

Mr. Stusser. Yes, sir. 

Mr. Evins. That puts you out of business then, does it not ? 

Mr. Stusser. Yes, sir; and we are not sorry. 

Mr. Evins. As the chairman has pointed out, you have done a very 
good job on this liquidation program. 

Mr. Stusser. Thank you, sir. 

Mr. Evins. That means you now have remaining 5,157 units for 
disposal ? 

Mr. Susser. Yes, sir; that is right. 

Mr. Evins. That is, World War II and Korean emergency housing. 

Mr. Stusser. That was as of December, I believe. 

Mr. Evins. Are we to understand that at the end of December 
1957, you had only 5,157 units of all types of emergency housing to 
dispose of ? 

Mr. Stusser. Yes, sir; however, let me qualify that by saying there 
may have been some administrative and commercial buildings. I 
was told that we had some of them scattered around. 

Mr. Wooren. There is some vacant land. 

Mr. Evins. Does that include all of your disposed-of veterans reuse 
housing and defense housing ? 

Mr. Suusser. Yes, sir. 

Mr. Evins. You have really gotten that down to a minimum. 

Mr. Stusser. It will be a minimum; yes, sir. 

Mr. Evtns. You have done that this year? 

Mr. Stusser. Yes, sir. 

Mr. Evins. Chairman Thomas has already pointed out the costs 
of your program and the returns to the Treasury. Then, there is the 
figure of 88.3 percent representing the investment in the liquidated 

rograms for which you have received some $600 million in addition 
in return to the Government. 


PRIORITY SYSTEM IN DISPOSAL 


What has been the priority system of disposal of these units? 
Could you tell us about that briefly ? 

Mr. Stusser. You are talking as to individuals? 

Mr. Evins. Yes, sir. 

Mr. Stusser. Veterans preference comes first, of course, and then 
following that, the open market. Where we are subdivided, we try 
to subdivide and sell to the individual if we can make the arrange- 
ments with the city to accept dedication and we sell to the individual 
on site if they are a permanent type land owernship. Otherwise, we 
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would have to sell them off site, and then sell the land if we own the 
land. 

In a good many cases we have to remove the buildings in order to 
get the land back. 

Mr. Evins. I know you have had a lot of headaches in this program, 
but it has been called to my attention that some property was taken 
by the Government prior to the war, with the understanding that when 
the time comes for resale or repurchase, the repurchase priority would 
be given to the former landowner, but when that time came, your 
Authority did not do that, but sold the property to others than the 
original landowners in many cases. 

Mr. Stusser. That has come up in 1 or 2 instances since I have 
been here, where the individuals felt they had the prior right of re- 
purchase. However, at the time of the sale there was no agreement 
that was to be done. In a good many cases this was assembled land, 
and we may take from one person or another person an assemblage 
of land. 

Mr. Evins. Many got an “impression” which was not reduced to 
writing as for as a policy was concerned. 

Mr. Stusser. That is right, that they would have a right to the 
purchase of it after the Government had finished. However, I might 
say that this has happened many times: The accrued value of that 
land over the years, with the development that is going on around it, 
has, of course, increased its value tremendously. 

If I may cite one example: In the city of San Diego, in 1941 the 
Government bought, through one of its agencies, 7 acres of land for 

25,000. That was eventually transferred to us in this defense hous- 
ing program. Wesold that at public auction for $127,000. 


I point that out because that is not the first time this has happened. 
It has happened many times where we have gone to public bids that 
the accrued value of that land is shown in the public bidding on it, and 
I suppose it is for that reason that they never made any agreement that 
they would sell back to the original owner except at fair market value. 


LOCAL HOUSING AUTHORITY TRAVEL 


Mr. Vursett. I simply want to raise one question here at this time: 
Mr. Commissioner, I think you came into the Agency about 1953; is 
that right ? 

Mr. Stusser. Yes, sir. 

Mr. Vurseix. I know this question will not embarrass you, but as 
you well know there is one ordinary sized housing authority out in 
California which, since 1953 and to the present time, spent $18,600 
for travel, zooming in airplanes all over the country, and it was written 
up in the newspaper out there, which, I presume from the way it is 
written, seems to be factual, and that as much as $100 a day was spent 
in New York City by members of this local housing organization in 
California. In addition to that, various other expenses were paid. 

Practically the whole group out there—5, 6, or 7 of them, went to 
New York, Philadelphia, and all over the country. 
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The question arises in my mind that with 100 or so organizations 
a good deal of money could be spent in travel, I notice, however, that 
the person who was doing a lot of this traveling—I believe his name 
was Howard, and you can correct me if I am wrong—was afterward 
convicted for stealing one-half mile of pipe that belonged to someone 
else. 

I raise the question as to whether or not there are very many groups 
in your organization which are doing a great deal of traveling at 
tremendous expense, because if there is, that might be reflected in this 
$900,000 travel bill. 

Mr. Siusser. The $900,000 has nothing to do with that group that 
you are talking about. 

Mr. Vursexu. I hope it does not. 

Mr. Stusser. They are a local authority, and would travel with 
funds in their own budget. 

Mr. Voursett. Do you have any control over that travel of local 
authorities ¢ 

Mr. Stusser. That is what I would like to explain to you now: 

In this case, Howard at the time of his conviction for stealing the 
pipe, was a Federal employee. He was an employee of the San Fran- 
cisco regional office. We made the charges against him and he has 
been indicted and, I think, found guilty, as I recall. 

As to the housing authority, this was the housing authority over 
which he was executive director, and they did travel and we did not 
allow it. Now, what happened was that they took the money out of 
their relinquished program, the funds over which we have no control, 
but I withheld approval for the construction of two projects there 
until this thing was straightened up. 

They paid that money out of their relinquished fund over which we 
have no control. That would be a matter for the State of California 
to look into. 

Mr. Vursexi. I was sure that this question would not embarrass 
you in any way because, apparently, you helped to clean the job up. 

Mr. Stusser. That is right. 

Mr. Voursetx. But it did appear to be very bad public relations, and 
represented a lot of unnecessary expense for someone to make all of 
these conferences or conventions all over the country. I think there 
were 13 of them in all. 

In addition to the cost of the airplane trip, there was probably $100 
a day expenses for a small-town person in New York at the expense of 
the Government, which looks to be a little extravagant. 

Mr. Stusser. That is right, sir. 


RELATION OF CAPITAL COSTS TO RENTS 


Mr. Vursetu. I note that it states on page B-1 of the justifications 
for public housing that the capital costs are a major factor in public 
housing rents. This puzzles me, Mr. Slusser. Isn’t it true that the 
Federal Government has contracted to pay subsidies to pay off the 
bonds which cover the full capital cost of these projects ? 
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Mr. Stusser. It is true that the subsidies contracted for by the 
Agency will pay the total capital costs of the projects. However, 
section 10 (b) of the United States Housing Act of 1937, as amended, 
provides in part that subsidies shall be strictly limited and section 
10 (c) provides in part in substance that net receipts derived from any 
project shall be utilized to reduce subsidies. The form of annual 
contributions contract employed by PHA, to give full effect to these 
mandates of the Congress, requires that net receipts from the projects 
be utilized to reduce annual contributions. The amount of such re- 
ceipts derived each year from any project must depend largely upon 
the rental income of the project. Rental is established at amounts 
within the financial ability of the low-income tenants with due con- 
sideration to the operating costs and the production of net income for 
application against the Federal subsidy. Hence, it will be seen that 
capital costs are a factor in public-housing rents. 








































INCREASES IN INCOME CEILINGS 






Mr. Vursett. How many housing authorities have raised their legal 
income ceilings since June 30, 1956? Would you please provide the 
committee with a list of these authorities and give the data for both 
admission and continued occupancy of the ceiling income limits from 
X dollars to Y dollars? 

Mr. Suusser. Since June 30, 1956, 370 local housing authorities 
have raised maximum income limits for admission to and continued 
occupancy of low-rent dwellings. These adjustments were made to 
reflect changes in local economic conditions and were based on a care- 
ful review of economic data relating to the situation of low-income 
families. In accordance with the requirements of the statute, they 
were approved by the Public Housing Administration. 

It may be noted that upward adjustments in income limits reflect, 
primase’? increases in the cost of living thrcughout the country. Dur- 
ing the last 5 years the median net income of families admitted in 
terms of dollars of constant purchasing power (1947-49 dollars) was 
as follows: 


a lecteiccectginns Nirieneeinnsamm ee alt dren eeeee $1. 790 
0G 2G) 2,780 | O0UC US 0 ei 1, 791 
Some Sco ea i 1, 765 


For the first three quarters of 1957 the median net income of fami- 
lies admitted, in 1947-49, was $1780. In terms of purchasing power, 
the proportion of ]ow income families being housed in low-rent public 
housing has changed very little during the last 534 years. 

In the attached list is shown the localities where adjustments have 
been made in maximum income limits since June 30, 1956, the income 
limits in effect on that date and the income limits currently in effect, 
These income limits apply to the average-size family (typically a 
family of 4 persons including husband, wife, and two children). Some 
local authorities operate programs in more than one locality; when 
different limits apply, the localities are listed separately. 


eT LL LL TT IT 
oo 
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Local authorities that have increased maximum income limits since June 30, 1956 





Approved maximum income limits for average-size family 
























State, authority and location In effect June 30, 1956 In effect currently 
Admission | Continued Admission | Continued 
, er | occupancy 
Alabama: 
ID iment pmanncininnpenn sdeisntiiacdetesaii $2, 600 $3, 250 $3, 000 $3, 750 
Ne Oe 5 aaben 2, 200 2, 750 » 2,700 3, 375 
a 2, 600 3, 250 2, 900 3, 625 
Columbiana: 
SU cnendnkincadbensudasaniebtan 2, 400 3, 000 2, 900 3, 625 
DIE fb once < occbditndiocecsesundie 2, 700 3, 375 3, 000 3, 750 
We EE encccncapdiadieo<ssusdelh. 2, 700 3, 375 3, 00Q 3, 750 
IES 208 Sonnac p dic cecss adele 2, 200 2, 750 2, 700 3, 375 
PINE 6 Ue cbnwicnscemditicdeonsceos ss 1, 900 2,375 3, 300 4, 125 
PMTONIIE UE Se ccccccaidhlidecsnsss. dt 2, 600 3,2°0 3, 000 3, 750 
Sed ncntnanabiddintaetusanipaunia 2, 600 3,2°0 3, 200 4,000 
ears Diab nnccccnapdllindacusscotdeilit 2, 600 3,2°0 3, 300 4, 125 
Jas viedtnntincguannsasimaidl 2, 200 2, 750 2, 600 3, 2.0 
Jeffe freee County: 
aS se ae waieddlidiie 2, 800 3, FOO 3, 300 4, 125 
PUIG on nccs deb deccccecedaitin 2, 600 3, 250 3, 300 4, 125 
BMOGE. 5s Jb. <ncnccspdltindmadncnendeiiliy 2, 400 3, 000 2, 900 3, 625 
pe eS eS ee PR 2, 800 3, 500 3, 300 4, 125 
Ol Oh lcccccsnapdiiingnadecsnsastiiie 3, 000 3, 750 3, 300 4, 125 
TS ae a ee 2, 400 2, 775 | 3, 100 3, 875 
I Re SOLES . wind bd indiniwecinanesasebtiiien 2, 400 3, 000 2, 800 3, 500 
IE CRN i nc ancpdlilindboncoscashndiilite 2, 400 3, 000 2, 800 3, 500 
a ae PES Sos cncnapdhhhdecccounsdliie 2, 000 2, 500 2, 400 3, 000 
Si wihancccnndphied>ccacmnedeliiiies 2, 100 2, 625 2, 600 3, 250 
eae vellvilia Giickusenccccbbitngbsccceatdeliiie 2, 200 2, 750 2, 600 3, 250 
DD iint Liltd hccnccandudnindnconecnanelitiin 2, 400 2, £00 2, 800 3, 500 
ON 2 UE Sn castedilninosisscngslllte 2, 600 3, 260 3, 000 3, 750 
Sah oinceicncapaincinteinhdadacsnnetd 2, 600 3, 250 3, 000 3, 750 
PNG. SSS SB Ee ecowmapdibhindewe suisse asklbiin 2, 700 3, 375 3, 000 3, 750 
Arizona: 
ES eee eee 2, 600 3, 250 2, 860 3, 500 
ees COG... crnnwsediidaduwétassedaliiba 2, 800 3, 500 3, 200 4, 000 
NN, SUEDE on cocdeendinindesntacondellen 2, 600 3, 250 3, 000 3, 750 
Arkansas: 
PEON 5 5... 20 cpdliindcccsenecnsion 2, 300 2, 800 2, 700 3, 375 
IID BMC OL nse cnccthpiecemninditindatcaataasial 2, 360 2, 840 2, 700 3, 375 
aaa a eee ae 2, 160 2, 640 2, 700 3, 375 
GE) ee eee 2, 160 2, 640 2, 640 3, 300 
RONNIE Ie cmnmaciabiinindwansiacsndulite 2, 220 2, 700 2, 700 3, 375 
California: 
Contra Costa County. .........-.-. haa 3, 000 3, 750 3, 500 4, 375 
CURD. Sidhe h a curcieubicinrinnansiadiawinaindiiil 3, 000 3, 750 3, 500 4, 375 
CS epee as 2 ee saiball 2, 600 3, 250 3, 200 4, 000 
Fresno County: 
J. aS 
OWS nnceneds dodedc~+s..-due 
me Mae kd aden dlidadibcocn alii 
ee awidibn 
Denliers.2i:2.5..... 224.2. tid 2, 600 3, 250 3, 200 4, 000 
Sanabn. Bd dec ccc ccecp dbbadboocscondulianl 
GO TOUR oo oe niin dicted ncececdtiee 
GS 6 nccnatedfibiedimonniic’ adaltiaibel 
ls Ipetrncecsseni didi deiddraiitinn Sagi 
ee } 2, 800 3, 500 3, 200 4, 000 
EO GIG 6. 0s bilgi cn cn hatbe 2, 800 3, 500 3, 200 4, 000 
Merced County: Los Banos.............-.- 2, 800 3, 500 3, 200 3, 680 
SI, Foo own epllihalieciwtsaundsiilied 2, 900 3, 480 3, 300 4, 125 
Oxnard_ __.- wo ciieewelaediaedeuaetl ied 3, 000 3, 7 3, 400 4, 250 
a a ss 3, 000 3, 750 3, 400 4, 250 
Port Hueneme... bel ienenene celle 2, 600 3, 250 3, 400 4, 250 
NL sta cnwcsdbtelineixeucsgullien 3, 000 3,7 3, 500 4, 375 
Riverside County: 
SG 6 x ww nena quuninhinesunmaibeiidels 2, 600 3, 250 3, 100 3, 875 
Indio. _.. éadinwecsusus te 2, 800 3. 500 3, 100 3, 87 
Sacramento C ity. BBL hccmuain hithel 2, 800 3, 5 3, 500 4, 375 
Sacramento County... aut wauiichal 2, 800 3, 500 3, 500 | 4, 375 
San Bernardino County: Barstow. ~ ulate’ 3, 390 4, 125 3, 600 4, 500 
San Buenventura.._..__..__- ain’ 3, 000 3, 750 | 3, 400 | 4, 250 
San Francisco City and county. _ i uiddioe 3, 000 3, 7 3, 500 | 4, 200 
San — anys ——e wm ness palbliho 2, 600 3, 250 | 3, 100 | 3, 875 
San Pablo__.....- wr durGich dosglprewiareswieiseaiael 3, 000 3, 7! 3, 500 | 4, 375 
UE Fda Soe pe iadenswcssseplliliis 3, 000 3, 750 3, 200 | 4, 200 
South San Francisco. ........ ocscgdiia 2, 700 3, 375 3, 300 4, 125 
Stanislaus County 3 wonvablilided 2, 850 3, 560 3, 200 4, 000 
Fe lien ndubbtiehnrvisaccep cites 2, 800 3, 500 3, 100 3, 875 
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Local authorities that have increased maximum income limits since June 80, 1956— 
Continued 


Approved maximum income limits for average-size family 






State, authority and location In effect June 30, 1956 In effect currently 






Admission Continued Admission Continued 
occupancy occupancy 





















Colorado: . 
Denver City and county__......-....-....- $2, 750 $3, 400 $3, 200 $4, 000 
ll tite nnan ctenglen dune aiigeeainial 3, 000 3, 700 3, 300 4, 125 
Connecticut: 
er as inns st dnd bebe cde. hbo 3, 300 4, 200 3, 800 4, 750 
SPREE e cendcinncows Javaiidececcedebtiia 3, 000 3, 750 3, 800 4, 750 
| EERE A SERRE 8) 2, 900 3, 866 3, 400 4, 250 
I SS sos cicierm iv ctscibialinse ule aeneiare inne 2, 600 3, 250 3, 200 4, 000 
bik et ES Ot SEES ft 3, 200 4, 000 3, 800 4, 750 
Florida: 
SGOT he WUC Hin ancnnnap sh seidwunsotedadebe 2, 600 3, 250 3, 100 3, 875 
Brevard County: 
il ceed ea at 2, 500 3, 125 3, 000 3, 750 
Diorrsty melon... ... oi. 42... 2, 600 3, 250 3, 000 3, 750 
Mims wep Se --5.- 2, 300 2, 875 2, 000 3, 750 
Rk Te hn. 5s 5 SL ein eoceeoin tiie 2, 600 3, 250 3, 000 3, 750 
WME OMEN ga. oo ek da oceans de ee 2, 300 2, 875 2, 800 3, 500 
OER OES De ee: Se eee ee 2, 900 3, 750 3, 400 4, 250 
I eS aa Se 2, 600 3, 250 3, 000 3, 750 
I en oo. cel dun. cae 2, 400 3, 000 2, 900 3, 625 
I ER i. ncn nes tbe tthe lnaccodetalte 2, 688 3, 360 3, 000 3, 750 
So | SR a a 2, 400 3, 000 2, 800 3, 500 
Ns SNE. oii dss cibetnnasennedekane 2, 200 2, 700 3, 000 3, 750 
REE Mo oom soes icin da cin theo tine eessdee eee 2, 600 3, 250 3, 000 3, 750 
epee fide ens deal Li 2, 500 3, 125 3, 000 3, 750 
RS OS a Se eee? 2, 600 3, 250 3, 000 3, 750 
Georgia: 
ins SOMES < dnntdaod Seana apiydeasebed 2, 400 3, 000 2, 800 3, 500 
Albany 2, 400 2, 800 2, 800 3, 500 
Arr ericus 2, 400 3, 000 2, 800 3, 500 
PS RES Ee ee eee 2, 500 3, 125 3, 000 3, 750 
Atlanta 2, 700 3, 375 3, 200 4, 000 
Bainbridge... 2, 200 2, 750 2, 800 3, 500 
Blackshear 2, 200 2, 750 2, 600 3, 250 
Buford: 
DING L tnnnegeeckinstduinicanmeanaeiad 2, 600 3. 250 2, 800 3, 500 
Pape ner WCNC « - «duvide. Snes clesa 2, 500 3, 125 2, 800 3, 500 
PD TI giniscce con dhtiadoncnbuse4eieen 2, 600 3, 250 2, 800 3, 500 
IS <2 edt bse cal tane: Sedan ogeieamaen tania 2, 600 3, 250 2, 900 3, 625 
OM Er, fain in eh diveinisc dices chee 2, 700 3, 375 2, 900 3, 625 
Can illa: 
Pee eedin so. 5. 4. Sd <=. 5 ch ee 2, 300 2, 875 2, 600 3, 250 
Baconton and Camilla. ............-... 2, 200 2, 750 2, 600 3 250 
aici ccc thceentne deg ilaaA aie 2 400 3, 000 2, 800 3, 500 
REE scot bueccihoarineswendnicainadl 2, 300 2, 875 2, 600 3, 250 
ee. oul satetnaree 2, 300 2, 850 2, 800 3, 500 
EOI, tert coccceudemtneces wedapiiina 2, 400 3, 000 2, 800 3, 500 
i eee 2, 300 2, 875 2, 700 3, 375 
IGE 5 ntittinittcdeo teins galiniitedisaisienih dase wanahiel 2, 400 | 3, 000 2, 600 3, 250 
POE SOOTUMET,. «i cctidhegn ~nnhind dei miperede 2, 200 2, 750 2, 800 3, 500 
es iene bine adie estes itil 2, 200 2, 750 2, 600 3, 250 
BE POU breccicn ccd tun eine tesienen 2, 400 3, 000 3, 200 4, 000 
de iii eaiateiiiog edema 2, 400 3, 000 2,7 3. 375 
Gainesville 2, 600 3, 250 3, 000 3, 750 
CTT. bo. do inn os cen nehéiindsddeue 2, 400 3, 000 2, 800 3, 500 
Griffin. _.........- wide Uk ah ince a} Uden 2, 500 3, 125 2, 800 3, 500 
Batwa i bi. a sR. 2, 300 2, 875 2, 700 3, 375 
PARTIR ann ccccdcksdelnocescushenens 2, 400 3, 000 2, 800 3, 500 
PON A. cei sn ccNebadewnnsccebebeda 2, 400 3, 000 2, 800 3, 500 
CNG Sdn dinnsiven +n SUduhinesesenee vlad 2, 500 3, 125 2, 800 3, 500 
a Oe alee eee 2, 100 2, 625 2, 600 3, 250 
Lee County: 
I a iadllmata nepal i 2, 500 3, 125 2, 800 3, 500 
UTES . occa cs se Webaba nk. Jcbeduee 2, 500 3, 125 2, 700 3, 375 
Tons ..i3. bec. imu seis idthniene stesso 2, 400 3, 000 2, 800 3, 500 
EL lt nencundevbhnbecesthuwctdaned 2, 400 3, 000 2, 700 3, 375 
NNORO r  ok Le didoneiessso eb cues 2, 800 3, 500 3, 200 4, 000 
DE + Dotkd naceccucctbelanddnesaecane 2, 200 2, 750 2, 700 3, 375 
Nashville... _.--- ie sceccmonhdtend 2, 300 2, 875 2, 800 3, 500 
ES a ee Meares) SF 2, 700 3, 375 3, 000 3, 750 
Nichols... .-.- onwswneall nous dbeeds 1, 800 2, 250 2, 500 3, 125 
Rockmart Divciniteid dw cneinih dime ee 2, 300 2, 850 2, 800 3, 500 
Roswell__.....--.-- ate dhnunasneehanaee 2, 300 ?, 875 3, 200 4, 000 
Royston. --....--.- ‘ Pelle. cssnacb sated 2, 100 2, 625 2, 600 3, 250 
} sdieaigc unit talpigocn snteiataaniaaetla 2, 900 3, 625 3, 300 4, 125 
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Local authorities that have increased maximum income limits since June 30, 1956— 
Continued 


Approved maximum income limits for average-size family 


State, authority and location In effect June 30, 1956 In effect currently 




















Admission Continued Admission Continued 
occupancy occupancy 
Georgia— Continued 
SOND CNN ns. oo. an in oes saaneee $2, 400 $3, 000 $2, 700 $3, 375 
SE aiaiie o + <ohcgie tant oon cespaee 2, 400 | 3, 000 2, 800 3, 500 
TL, attubtascccacah ue pocaceumncael 2, 200 2, 750 2, 800 3, 500 
ea ce nchins a ee 2, 400 3, 000 2, 800 3, 500 
ED 1 sete ona uak altel aise nnass acne 2, 400 2, 880 2, 400 3, 000 
I SN een teaeckicenann ap alata ogre ddan nooks dame 2, 400 3, 000 2, 800 3, 500 
Waynesboro: 
Pl inna ccnactugitinupe «2.4 seduce 2, 400 3, 000 2, 700 3, 375 
Midville “ onut 2, 400 3, 000 2, 600 3, 250 
RAL wid atin itary tip 2 curin omchaatinen 2, 400 3, 000 2, 700 3, 375 
I tA no dockn ech agate saci ae 2, 400 3, 000 2, 600 3, 250 
I as 0's <5 ene ep ocicuconinia decane 2, 400 3, 000 2, 700 3, 375 
LL kn ceinirl, enaiies Uintiew aie aire 2, 400 3, 000 2, 900 3, 625 
Idaho: Nampa...-....-.-.----- 2, 800 3, 500 3, 200 4, 000 
Tllinois: 
SINE, COG ool i eww namasinginees 2, 300 3, 050 2, 600 3, 250 
theca sosub tee eescoenea - 3, 100 3, 875 3, 500 4, 375 
Caibom Cemwity.---...-........... need 2, 800 3, 500 3, 100 3, 875 
pen ONO oo ne cel emel 2, 750 3,410 3, 300 4,125 
EG tetinctiesoseeabaeetn ap caneondukvaeal 3, 600 4, 500 3, 800 4, 750 
I Nn ot erate mind amencthanen 3, 100 3, 875 3, 400 4, 250 
GG OOUMEN.. o--.-----..n0en- tend 3, 300 4, 000 3, 600 4, 500 
TE dc Ataiion ones anetenenaeeenel 3, 000 3, 750 3, 400 4, 250 
EE cittieebena.+ts<paapaeeccincdmeead 3, 100 3, 800 3, 500 4, 200 
SOE EE «...<2achintemeccocendiemned 2, 800 3, 500 3, 200 4, 000 
SEE TT Eiledthecocescopamipipcensonadsaae 3, 600 4, 500 3, 800 5, 125 
BEE SAU niin achcansbewncactouaudae 3, 100 3, 875 3, 400 4, 250 
etn: Manan okenn oh eam apbanetcn btuamion 3, 250 4, 062 | 3, 600 4, 500 
OE Go oc.n soak iaesecaasdeemed 3, 200 4, 000 3, 600 4, 400 
is om nncccnnnb enn teesenesauens 2, 850 3, 250 3, 300 4, 125 
RE thin «ino peretar ne econsceainmael 3, 100 3, 875 3, 400 4, 250 
DE ROORND RAPUIIGY © 2.20. cence nocewcccscepe 3, 300 4, 125 3, 400 4, 250 
I I 3 tps ep 0 ntebecnaiaanl 3, 300 4, 125 3, 800 5, 125 
NE EE oo oo nul cele lenachae neds 2; 800 3, 500 3, 000 3, 750 
IE hicate pcos aetna apateatntpire aman aeieaeeed 3, 100 3, 875 3, 600 4, 500 
Montgomery County... ..-.........-...... 3, 000 3, 750 3, 400 4, 250 
TT detepaitinethenene Apemmmay ooeacwmabiaresd 3, 600 4, 500 3, 800 4, 750 
EE. CE a vinrondbat- pmtanpebacnnndeamedl 2, 800 3, 500 3, 200 3, 900 
al cnenttn "inetis osm dieeastoain stacy upiaaiaied 2, 900 3, 250 3, 000 3, 7! 
i PE ., «crnscbeaminarsacenesiieneind 3, 100 8, 875 3, 600 4, 500 
ee LS OWE « «2. ce co wocdenaceecer 3, 100 3, 875 3, 800 4, 750 
EE CG an cncdhicgee ep coensesdnapenl 2, 900 3, 625 3, 200 4, 000 
Springfield_. “soe 3, 100 | 3, 775 3, 500 4, 375 
Tazewell County---.-- oan 3, 100 3, 875 3, 500 4, 375 
CE eo ow cere lane es an enducerns 3, 000 3, 750 3, 400 4, 250 
EY I Sartre, cermin qroscmad adap 3, 000 3, 750 3, 400 4, 250 
We NOMS CIUIIE Sac ck obese mee ces een 3, 400 4, 200 3, 600 4, 500 
Indiana: 
I ge Se ois is nao euumtanoaas on 2, 500 3, 125 2. 800 3, 425 
Sl te... vw wes eemiee ates annie 2, 900 3, 625 3, 400 4, 250 
Se Restate tern oho welhomtnae ie oot <n eee 3, 600 4, 250 3, 600 4, 500 
I a satan 3, 300 4, 125 3, 600 4, 500 
Kokomo. ..-- Spence vessne Da gain ap wee aaa 3, 000 3, 750 3, 200 4, 000 
DEL, 5 hen. as- dais coneakagusl 2, 900 3, 625 3, 200 4, 000 
New Albany-_..- ae deoam 2, 800 3, 500 3, 000 3, 750 
nk ee “= 2, 600 3, 250 3, 000 3, 750 
nea tiah clas seen Angel 2, 900 3, 625 3, 200 4, 000 
Kentucky: 
Covington. .._- habe - > 3, 100 3, 875 3, 600 4, 500 
Se See ee 2, 700 3, 375 3, 200 4, 000 
Henderson. 2, 500 3, 125 2, 800 3, 500 
ee nia eee fon 3, 100 | 3, 875 3, 500 4, 375 
Maysville_- - 2, 400 3, 000 | 2, 800 3, 500 
Middlesborough - - -..-.-_.- — 2, 400 3, 000 2, 700 3, 375 
oo See eek 3, 100 3, 875 3, 600 4, 500 
IG NE on nea es ea a 2, 700 3, 375 3, 200 | 4, 000 
Louisiana: 
eee ee 2, 200 2, 600 2, 700 3, 375 
a. RL. oR ey Se 2, 400 2, 900 2, 700 3,375 
ne Sr 2, 100 2, 500 | 2, 500 3, 125 
4} “6 I eee ee 2, 400 2, 900 2, 800 3, 500 
Kaplan Sakae one ee Saadea enamel 2, 000 2, 400 2, 400 3, 200 
EER Sos eee in eee pee 2, 000 2, 400 2, 600 3, 250 
I an cia eh ae al dei Gn dy dle 2, 240 2, 800 2,7 3, 375 
PUNE CHOU dso dco cduta ths dcuicetomonees 2, 000 2, 400 2, 700 | 3, 37 
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Local authorities that have increased maximum income limits since June 30, 1956— 
Continued 


Approved maximum income limits for average-size family 
State, authority and location In effect June 30, 1955 In effect currently 


Admission Continued Admission Continued 
occupancy occupancy 


Louisiana—Con. 
New Iberia 


aga 83 Base 


wf 


ope 
pew 
ror cof 


oo poge 8 
22 3823 


poy 
oe 


Pittsfield ___ 
Michigan: 


Peppy 


$9 £9 20 90 99 09 00 
oe 
a] 
a 
299 wHte fee SCD 


sagug segseesseae esseeea 22 2232 


99 oo we go 


River Rouge 
South Lyon 
Ypsilanti 
Minnesota: 
Chisholm 


$9 $0 $0 92 99 2 2 G0 bo G0. g99 
2 99 99 69 $9 69 9 


Suuses agesesueeee #38 


» 


Minneapolis ! 
St. Paul 


100 
465 
280 
800 
800 
800 
000 
800 
450 
700 
800 
000 
000 
20¢ 
300 
500 
300 
000 
500 
300 
500 
300 
300 
000 
000 
750 
000 
009 
000 
200 
700 


22 P PPP LAPASALLS SSSA PPO POPS 
S BSSSSSs SezezsSSSS3 S2SS3SS 


9 sm 99 09 29 69 09 


LPPRPHXWw 


on 


Mississippi: 
a ttade honk ates pe kkomeocatbie 
Clarksdale 


so Ns 
a 


ne 
aa 3 


a 


Ss 
~ 
s 


aurel 
McComb City 
Meridian 


2 
s 
38 


- 


SOP LOpPP WP p99 999900n9 


> £9 19.99 NGO PO 


=e ee ee ree 
New Hampshire: Manchester..............._- 
New Jersey: 

Asbury Park 

Bayonne 


$9 £9.59 29 po oe 1D G0 Go BODO 


SE8538 


peppy pL 


S8288S SSSESSSSSSSSSSSSS SSBSSSesees 


$e 99 99.90 
Sogo gegege ge ge gems 
ge 


go 90 


09 29 Go 
WHY ye 


Perth Amboy-.---------.-..- 
Princeton 
NT I in occ c chide Giccescccdemee 
Union City 
West New York 
New York: 


09 £5 09 $0 98 09 20 99 


PPNYPS 
> 99 99.99 


we 
$ YY 


$9 9 99 90 


£9.29 09 


Mechanieville..........-..- iin ckanbogmes 
Niagara Falls 
Plattsburgh 


1 Same for directly operated, federally owned MINN 2-5. 
* Federally owned. 


r<) 


RESEEN SESSRReBseeaeseSs SSBsuVs 
EEE segsssessessaesse S8SeauzEses 32 
LAPP PH LPPPLALPA PAPAL PLALSLLA SPSL SMELLY 


SSSBse SSSSLAAKZSSASERSE 


noe 


a 
wee 


5 
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Local authorities that have increased maximum income limits since June 30, 1956— 
Continued 








Approved maximum income limits for average-size family 





State, authority and location | In effect June 30, 1956 In effect currently 


Admission | Continued Admission | Continued 
occupancy occupancy 








New York—Continued 





See chducibes chamapengeennes $3, 200 $4, 000 $3, 800 $4, 800 
mente: 693 55 ied ee ee 3, 200 4, 000 3, 600 4, 500 
PONE io os cnn wer sitituinns+ckunenil 2, 500 3, 125 3, 200 3, 825 

North Carolina: 

NING $0 th odin dished oapsicnsdon 2, 500 3, 125 3, 200 4, 000 
8 eS | SS 2, 400 3, 000 2, 900 3, 625 
Eastern Carolina region: 

SD Sah cirwes nen padlntn diiigtnnin lil 2, 200 2, 750 2, 600 3, 250 

Wayne Oeumty. 2. bhi 2, 600 3, 250 2, 900 3, 625 
Fayetteville... ..- inp} cake ee wonsedell 2, 500 3, 125 3, 000 3, 750 
ENO. dit tnansanaccetikbddes<ane Vu 2, 500 3, 125 2, 900 3, 625 
SE OE nbbatnindsssubuetibbeksesdaseutel 2, 400 3, 000 3, 000 3, 750 
it STS Onan on gennich Sik deinneeicem bell 2, 400 2, 900 2, 800 3, 300 
Raa | SEs £ 2, 400 3, 000 2, 800 3, 500 
EE, x cibce dire ecnlmatedndhtechindimnaigulll 2, 400 3, 000 3, 000 3, 750 
St Ibs naw c ccna bowoancasesadsee 2, 400 3, 000 2, 600 3, 250 
PP OOUR Sis de iiss 5 aukdkedesscceseneeb 2, 180 2, 500 2, 400 3, 000 

Oklahoma: 

SP ccinnwip cht edeienosnkdp sianarenesseghe 2, 500 3, 000 2, 800 3. 500 
musounmne ONG is. .. ond do el 2, 520 3, 120 3, 000 3, 750 
Oregon: 
Clackamas County.....-...-......-...-..-.- 3, 000 3, 750 3, 500 4, 375 
sob Ahly cnn voctincpthbhbhencavendaull 2, 540 2, 921 3, 000 3, 750 
Umatilla County: 
pS ES ee St ee 2, 900 3, 625 3, 200 4,000 
PEORMNOOINS Bono co. ce Likbdb pn eccsauste 2, 900 3, 625 3, 500 4, 375 

Pennsylvania: 

Buegneny County. ...... iis. S... 2... 5 3, 200 4, 000 3, 600 4, 500 
SUNN VIDE Sci b wtin sich baths. ccence te 2, 800 3, 500 3, 100 3, 875 
Ne) ee a ee 3, 000 3, 750 3, 300 4,125 
Johnstown. -.-.-- Rinens- fk adiaie «titel 2, 900 3, 625 3, 400 4, 250 
Lawrence County...............-..--.-..-- 3, 300 4, 125 3, 600 4, 500 
Lycoming County... .........-.-----..---- 2, 700 3, 375 3, 100 3, 875 

eer COM 6 ances can ct. sn se 3, 300 4, 125 3, 600 4, 500 
Montgomery County: Pottstown._---.----| 2, 800 3, 300 3, 400 4, 250 
SE re EEE Re eS? 3, 400 4, 250 3, 600 4, 500 
ROD, jdt isc unin ashi bwdenn cnvtinnn duce 2, 800 3, 200 3, 200 4, 000 
Westmoreland County_.................--- 2, 900 3, 625 3, 600 4, 500 

Rhode Island: Woonsocket. .................-- 2, 900 3, 625 3, 500 4, 225 

South Carolina: 

SR sank MES deci access iathdi.s sesdneele 2, 400 3, 000 2, 700 3, 375 
IID 5b sin cithiterdeas ihe dk duckie dncbeadiog 2, 500 3, 125 2, 800 3, 500. 
ee Sa ag 2, 500 3, 125 3, 000 3, 750 
Tennessee: 
PIVEN inne nn cmanwdicedaaccaandualll 2, 200 2, 750 2, 700 3, 375 
PUIG IL oon 5 nodal ddeednnnwewscusll 2, 400 3, 000 2, 300 3, 500 
OS ESE Se ae | eee 2, 600 3, 250 3, 000 3, 750 
SUED... Lee cecee 2, 600 3, 250 2, 800 3, 500 
POOR AORN as Jo 6 5-20 5 1d ade seve. ce de 2, 400 3, 000 2, 800 3, 500 
RRL RE SUERTE: S.2 2, 400 2, 800 3, 000 3, 750 
UU. Gdblcvewecccsédplttidcetccaaedal 2, 300 2, 700 2, 800 3, 500 
NOIR diss Jan dink<gdapchben~dede scan 2, 300 2, 875 2, 700 3, 375 
PIUNINOS, old cocoa non bdkege soocccagulll 2, 700 3, 375 2, 900 3, 625 
IPTG &: dics bee SS anne Sih he dso cena 2, 400 2, 880 3, 200 4, 000 
in cnak- al a 2, 400 3, 000 2, 800 3, 500 
MUNN. Guleiovestil UN, ie Late 2, 600 3, 250 3, 000 3, 750 
SE MOOGS OD, cn onnvenspbiiodawuh-ccadaiie 2, 500 3, 125 2, 800 3, 500 
Nepean Onbeiotisn, . eh betithwcsscnsgal 2, 500 3, 125 3, 000 3, 750 
Texas: 
Alamo ehheiiiiiien ohetetiotnit dane 2, 000 2, 400 2, 400 3, 000 
mee. LE tis icuenipnael 2, 400 3, 000 2, 700 3, 375 
Avinger........ TSS. ain pole 2, 220 2, 700 2, 700 3, 375 
Bay City Sah i vecegsud acctbeghianatn 2, 409 2, 900 2, 700 3, 375 
OOMINOME 2. da disiiee Sek cs din tallan 2, 220 2, 760 -B, 000 3, 750 
SR ee | SG eS 2, 220 2, 700 2, 700 3, 375 
Bonham... -..-. adits Vnaecuillual 2, 200 2, 750 2, 700 3, 375 
EE obo O bah ik psa die oe Madsen bmeaieli 2, 400 2, 900 2, 900 3, 625 
I 2 nS Re 2, 300 2, 800 2, 700 3, 375 
Brownwood... ascnaiedl 2, 250 2, 700 2. 700 3, 375 
Bryan : sia 2, 500 3, 000 2, 700 3, 375 
Burkburnett__......._- 55 dcthialigtiibiensial 2, 400 2, 900 2, 700 3, 375 
UID, «kip cintecintuincua : eet 2, 400 3, 000 2, 600 3, 250 
re 2, 250 2, 700 2, 750 3, 437 


2 Federally owned. 
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Local authorities that have increased maximum income limits since June 30, 1956~ 
Continued 


Approved maximum income limits for average-size family 


State, authority and location In effect June 30, 1956 





In effect currently 









Admission Continued 













Admission Continued 


occupancy 






Texas—Continued. 











































Res COMPOS 8... 20, LiKE woo an $2, 200 $2, 600 $2, 700 $3, 375 
MG ENINEL Olds eo) ka blk 4 2, 220 2,7 2, 500 3, 125 
RN i ae 2, 500 3, 125 2, 700 3, 375 
Se hvacdindaccbcnsuaceseseaadin 2, 400 900 2, 700 3, 375 
Ye aes Se ee 2, 200 2, 600 2,7 3, 375 
ee h KE Bn ono nnn ck dhl anwecnn doth 2, 220 2, 7 2, 700 3, 375 
SE Sia Aisatoetre crecnedk ccna aaa oie 2, 000 2, 400 2, 700 3, 375 
ected AME. <2} Se De econ dell 2, 220 2, 700 2, 700 3, 375 
ie tN ae 2, 500 3, 000 2, 800 3, 500 
ee ee ee 2, 400 3, 000 2,7 3, 375 
EN BN ecw ce a 2, 200 2, 600 2, 700 3, 375 
Gonzales_____- ee anon sohtthincancnksdelll 2, 200 2, 700 2, 506 3, 125 
NRIOL hie re enn hel 2, 100 2, 500 2, 600 3, 250 
Harlingen..-_....-..-- Galetti dint seep 2, 000 2. 400 2,7 3, 375 
et DAES oc cnn con dhe ~ -oonnachill 2, 400 2, 950 2,7 3, 375 
Henderson. ............---- 2, 000 2, 400 2, 700 3, 375 
RENED S45 Hb oho np dha donno < oni due 2, 500 3, 100 3. 000 3, 750 
i i or oy re sia hick cso inmates passionate 2, 040 2, 520 2, 700 3, 375 
cd on och dbbidbconsnonduil 2, 000 2, 400 2, 700 3, 375 
Rice dl omen nneahp diitiedipmaenan ace 2, 000 2, 400 2, 520 3. 150 
i nsenncnis erchieng csgceectigaiasiyaenene dain 2, 200 2, 700 2, 500 3, 125 
Pe den camnnnsh Mibteewcwnencdile 2, 200 2, 640 2, 700 3, 375 
ET cm meamadaddiiiedunans wes do Alt 2, 400 3, 000 2, 700 3, 375 
ah net aeeeegersncttn cs shines-aoerese een ceatinee 2, 200 2, 750 2, 700 3, 375 
i NG is nonce n ne nding oon soos 2, 400 3, 000 3, 000 3, 750 
{3 aa S See eo 2, 400 3, 000 3, 000 3, 750 
ahs hethaenecosthannvencsennmidieie 2, 400 2, 900 2, 900 3, 625 
EN SAIN So eee cae dh deweseoondalle 2, 200 2, 600 2, 700 3, 375 
RPI, A dal 2, 400 3, 000 3, 000 3, 750 
PO ds dow nwo w ccnp isms sees enndote 2, 220 2, 700 2, 700 3, 375 
ede kds none ditttccwecende Ul 2, 400 2, 880 2, 700 3,375 
eR Eo | cmasiats ibinidivnmee iniketle 2,250 2, 700 2, 700 3, 375 
sem sduilll 2, 500 2,950 2, 700 3, 375 
DPE cma cuba 2, 000 2, 400 2, 400 3,000 
ee I cca raped 2, 220 2, 700 2, 700 3, 375 
Piidikantwcnceh Siindhccdcace 2, 400 2, 800 2, 700 3, 375 
iN Nash SATE he we isaniinchel 2, 100 2, 500 2, 700 3, 375 
RR Eo an mect-dldhde osnnpenie til 2, 220 2, 760 2, 700 3, 375 
RUE Dicnawcenuhdididenocedsadll 2, 400 3, 000 2, 700 3, 375 
IAS 50 atk -scaidncihinieineca aepiaiiniin Boi 2,20 2, 700 2, 700 3, 375 
PT TINGS che oc con cca dbdhdececonsudub 2, 400 3, 000 2, 700 3,375 
Virginia: 
PIII UD is ooo ct dindnacencandob 3, 000 4,125 3, 400 4,250 
ete ckidacswucctie nic enine adden 2, 400 3,000 2, 900 3, 625 
EE i cc.ccnhe diniedioewkasnndeae 2, 600 3,2°0 3, 000 3, 750 
Newport News-_-._----- acbdbbhdecwecesadeth 2, 700 3, 375 3, 100 3, 875 
ih k ARAM lin titcicanausblithedtnancacesdelle 3, 000 3, 400 3, 400 4,000 
EIEN SES co ccccnecapshdednonesenagstll 2, 900 3, 300 2, 900 3, 625 
PI Has oo Abd cecusedetll 2, 400 3, 000 2, 800 3, 500 
Washington: 
Ses Re. =... dhink.-. -.5dh 2, 800 3, 500 3, 100 3,875 
I li nccsnienapatalincsascwese dell 3, 000 3, 750 3, 500 4,375 
RL a. nn acadengroescnnsdoill 2, 800 3, 500 3, 200 4,000 
hl i tial cone ncpiiitighwcccn cee dail 3, 200 3, 800 3, 500 4,375 
SDT Sec ccpconsindlindeensconedaull 3,000 3, 750 3, 500 4,375 
TE EE Foo ono no nk- Abamdee neon dul 2, 800 3, 500 3, 200 4,000 
King County: White Center___._........_- 3, 000 3, 750 3, 500 4,375 
SRS aR A a a fr": 3,000 3, 750 3, 500 4, 200 
Els or inado-semnnetricdlicniataionmmemn sonnel 3, 000 3, 750 3, 500 4, 375 
Wisconsin: 
TN nn hh dm owennwunlll 2, 500 3, 125 3,000 3, 750 
Milwaukee..................... wombullll 3, 100 3, 875 3, 500 4, 300 
South Milwaukee_.............-....-.-.-.. 3, 100 3, 875 3, 500 4, 300 
Sai Seika 2, 800 3, 500 3, 200 4,000 
DB costasidiaieal 3, 000 3, 700 3, 500 4, 350 
aot, be oeaanenspiieadinecsconadubill 4, 600 5, 750 4, 900 6, 125 
Be So i ee 1, 530 1,910 1, 600 2, 700 
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INELIGIBLE OCCUPANTS 


Mr. Vursetit. How many overincome families are now living in 
Federal public housing? Isn’t it a fact that the professional public 
housers now want to get further and further away from the idea of 
housing the neediest families and it is understood that in spite of the 
fact that income limits have been raised greatly during recent years 
that a considerable number of families illegally resident even under 
the hiked income limits are still living in the projects? 

Mr. Stusser. As of December 31, 1957, there were 408,453 oceupied 
dwellings in public housing projects in full low-rent use. Of the 
families living in these dwellings 3,140 were ineligible as of that 
date. Not all, but most, of these families were ineligible because their 
current incomes exceeded the maximum income limits for eligible 
continued occupancy. This number was less than 0.8 of 1 percent 
of the occupied dwellings. 

It should be noted that when families are determined to be ineligible 
they are put under notice to move from the projects within 60 days. 
Eviction proceedings are commenced against those who remain ineligi- 
ble and do not move from the projects by the expiration of the notice. 

Mr. Vursett. On page B-3 of the justifications for public housing 
the remarkable statement is made that the increase in the exemptions 
from net income in the 1957 Housing Act will have the immediate 
effect of decreasing project revenues and that already existing ex- 
ecuted subsidy contracts may be modified at the option of the local 

ublic housing authorities to raise the maximum subsidies. How is 
it that the taxpayers can be left exposed to increases in these subsidy 
contracts at the option of the local public housing authorities after 
the contracts have already been executed? What authority is claimed 
in law by PHA to increase from time to time the authorized sub- 
sidies in these annual contributions contracts and it seems desirable 
to know how you can leave the taxpayers exposed to an open option 
of the local housing authority to change these contracts. 

Mr. Stusser. These questions apparently misinterpret the state- 
ment on page B-3 of the PHA’s justification to mean that annual con- 
tributions contracts may be modified, at the option of the local au- 
thority, to increase the maximum subsidy. The gist of the statement 
made by the PHA was that the amendments enacted by the Congress 
in the Housing Act of 1957, which authorized additional exemptions 
from the income of tenants, were extended to the local authorities at 
their option. It should be noted that the increase in exemptions from 
tenant income will reduce the base for the determination of project 
rentals and thereby decrease project income. This, of course, must 
result in a decrease of net receipts from the project which are applied 
to the reduction of annual contributions and, hence, will increase 
annual contributions. However, it does not appear that this increase 
in subsidies will in any case exceed the maximum subsidy provided 
for in the annual contributions contract. In any event there is no 
provision in any such contract which would provide for increasing 
the maximum subsidy at the option of the local authority. 


PROJECTS REQUIRING NO CONTRIBUTIONS 


Mr. Vurseti. Would you please help me reconcile some of your 
statements regarding the failure to use the full subsidy authorized by 
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Congress and provided for in the annual contributions contracts? On 
page C—1 the statement is made “Chiefly because of these low interest 
rates, the fixed annual contribution is generally less than the maxi- 
mum contribution.” Then again, on page C-2 the following statement 
is made: “By far the most important factor is residual receipts, excess 
of operating receipts over operating expenses, of completed projects 
having reached a normal operating cycle. All of this excess 1s avail- 
able to reduce annual contributions throughout the period covered by 
Pome financing.” Will vou please explain what these statements 
mean 

Here is a list of projects for which it is stated that no annual con- 
tributions were needed during the actual fiscal year 1957. The fact 
that these units used none of the Federal subsidy contracted must 
prove on its face that they were not housing the families that they 
were set up by Congress to house. What other conclusion can be 
reached? Does this not indicate that a grave question is ratsed to the 
need of continuing these units? Shouldn’t there be a review as to 
whether these projects should be disposed of along the same lines as 
those in Gary, Ind., now up for sale? 


Federal public housing projects for which no subsidies were needed in 1957 actual 
fiscal year 

















Project Location 








i eal cevinieecdech sneer Teena a xdhabadsbasdidteamtn g8 

Bale en ee ( Milokereine 60S G6 see oils ..1k 148 
el | ener CET. 6. okie dtinshyoccennadadhen 150 
Pe MSD. St oe sete Stschan bossa ECON ons so i ph bb di insi lL ideckud 219 
ete ch Bes oda chduatissdcpogylont South San pny gars alts onic dab tele 40 

434 








ee ea iilitict i ie MORIN oe CO OL a. ddiibk awn opbhohibein 
a i eel Sl Lakeland 
Molt 


Burlington 
Richmond 






















1 Public Law 671—Public housing built during the war years. 
2 Public Law 412—United States Housing Act of 1937, 





Mr. Stusser. The United States Housing Act (sec. 10) authorizes 
PHA to make annual contributions for a period not in excess of 40 
fears in an annual amount not. greater than the sum of the going 

ederal rate plus 2 percent multiplied by the development or acqui- 
sition cost of the project. 

To assure maximum economy, the annual contributions contract 
entered into between a local housing authority and PHA provides 
that the annual contributions to be paid shall not exceed an amount 
equal to the annual level debt service on the bonds issued to perma- 
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nently finance the development cost of the project. For example, on 
April 10, 1957, projects in St. Louis, Mo., were financed by the sale 
of bonds in the amount of $17,375,000. The maximum annual contri- 
bution authorized by the statute is $933,906. However, the annual 
level debt. service on this issue amounts to only $757,270. This is 
called the fixed annual contribution and is the maximum payable by 
PHA under the terms of the annual contributions contract. This re- 
sults in an annual savings of $176,636. 

This fixed annual contribution of $757,270 will be reduced still 
further by the net proceeds of project operations, i. e., by the amount 
that rents holented exceed operating expense. This excess is called 
residual receipts and under the annual contributions contract is ap- 
plied to reduce the fixed annual contribution payable. For ean 
the fixed annual contribution for fiscal 1959 1s $139 million. PHA 
estimates that the actual annual contribution payment required will 
be $114 million. The principal factor which causes this reduction is 
residual receipts of $18,496,747. 

Under the United States Housing Act, local housing authorities are 
limited to serving only “families of low income.” ‘This term is de- 
fined as “families who are in the lowest income group and who cannot 
afford to pay enough to cause private enterprise in their locality 
or metropolitan area to build an adequate supply of decent, safe, and 
sanitary dwellings for their use.” In addition, to make certain that 
public housing serves only families of low income, (1) maximum in- 
come limits for both admission and continued occupancy are required 
to be established with PHA approval and (2) a gap of at least 20 per- 
cent must be left between the highest rent for admission to public 
housing and the lowest rents at which private enterprise is providing 
a substantial supply of decent housing. This, in effect, sets the 
absolute limit on income limits for admission since the statute re- 
quires families to pay at least one-fifth of their net family income 
for rent. 

To assure the financial solvency of projects the revenue from rents 
and fixed annual contributions must be sufficient to meet all the ex- 
penses of operation including debt service on the bonds. If the rent 
set for all dwelling units was the average rent required to achieve 
financial solvency (say $30 per month) the 20 percent statutory rent- 
income ratio would limit the maximum income for admission to 
$1,800. On the low side, families with incomes of $1,200 would have 
to pay 30 percent of their income for rent. “Families of low income” 
in fact cover a wide range of individual family incomes. The same 
financial result can be achieved and a wider range of low-income fami- 
lies housed, at proper rent-income ratios, by allocating dwellings to 
specified income segments of the low-rent housing market. To illus- 
trate, if a project consisted of 3 dwellings, the $30 per month required 
minimum average rent could be produced by renting the dwellings 
at $20, $30, and $40, respectively. This would cover a range of family 
incomes from below $960 to $2,400 with no family required to pay 
more than 25 percent or less than 20 percent of its income for rent. 

Dwelling rents, under the statute, are based on the income of the 
family occupying the dwellings. As family incomes increase, rents 
increase proportionately. Thus, if the maximum income limit for 
admission is. $2,400, and $3,000 for continued occupancy, the family 
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entering the project at $40 a month rent ($2,400 income) would be 
aying $50 at the top limit for continued occupancy. This will pro- 
uce more revenue than the minimum necessary to achieve the finan- 
cial solvency for the project. For example, if in our 3 dwellings 
roject illustration, the dwellings are initially rented at $20, $30, and 

0, respectively, and after admission family incomes increase, so that 
rents become $30, $40, and $50, respectively, the average rent will have 
increased from $30 to $40. This additional revenue is used to reduce 
the cost to the Federal Government of providing decent housing for 
these families. 

Thus, it can be seen that the percentage of fixed annual contribution 
being paid is not per se a measure of how well the local housing author- 
ity is serving the families of low income in its community. The in- 
come limits for admission and continued occupancy, the number of 
ineligible families permitted to remain in occupancy are better indi- 
cators. 

With respect to the projects for which no subsidies were needed in 
1957, the following tabulation shows the current income limits for 
admission and continued occupany and number of ineligible families 
on December 31, 1957. It will be noted that only 52 families out of 
7,940 dwellings were ineligible. This is six-tenths of 1 percent. 
These projects, for the most part, did not require annual contributions 
because they were built predominantly before World War II at much 
lower capital costs, and this debt was reduced by the higher rents paid 
by war workers during the emergency. Moreover, most of these proj- 
ects are financed by temporary loan notes on short term (usually 1 
year or less) which require far less debt service than permanent bond 


financing: Thus the remaining debt ranges from $300 to $3,700 a 
dwelling. 

These are peculiar circumstances which do show, however, the ad- 
vantages of the annual contributions system of serving low-income 
families as compared with the capital-grant method. 
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LOCAL DETERMINATION OF LOW-RENT HOUSING NEED 


Mr. Voursetx. Isn’t it misleading, Mr. Slusser, as you state on 

age B-1 that the local community determines its needs for public 
housing and then requests Federal assistance? I notice under “Devel- 
opment” on page B—4 you state that the local housing authority makes 
the request. Now it isn’t quite true that the local housing authority 
is the same as the local governing body, is it? I have heard that these 
local housing authorities are sometimes sort of secretly set up. Even 
though they may be appointed by the mayor, the general public and 
community is frequently not aware of its being set up and the first 
thing the city council and citizens generally learn about public hous- 
ing is after you have already issued a program reservation, or promise 
of a certain number of units. As you may know, that is one of the 
complaints we get that these projects are sort of sprung upon the 
people. 

The local housing authority is set up under State law and appointed 
by the mayor. It is a separate corporate body politic insulated from 
the control of the local governing body and generally, if not always, 
the public housing authority asks PHA for a promise of a certain 
number of units without any action by city council authorizing it to do 
so. On page B-18 under initial financing the statement is made that 
“The local authority * * * applies to the Administration * * *,” 
This, of course, does not agree with the statement on page B-1 that 
the local community makes the application. 


Mr. Stusser. No. The Federal Enabling Act in section 15 (7) re- 
quires that: 


In recognition that there should be local determination of the need for low- 
rent housing * * * the (PHA) shall not make any contract with a public 
housing agency for preliminary loans * * * unless the governing body of the 
locality involved has by resolution approved the application of the public housing 
agency for such preliminary loan and * * * the (PHA) shall not make any 
contract for loans * * * or for annual contributions * * * unless the governing 
body of the locality involved has entered into an agreement with the public 
housing agency providing for 
local cooperation in connection with the projects. 

These requirements of the Federal law insure local communi 
determination as a condition precedent to any assistance by the PF 
of low-rent housing projects. 

It also should be noted that in addition to the controls inherent in 
the local governments through their power to appoint and remove 
commissioners of local authorities, State laws normally vest in the 
local government other controls over the operation of local authori- 
ties, including (but not limited to) approval of the project sites and 
plans. 

It is the consistent policy of the Agency to require and encoura 
participation by the local government in the program. For anal 
after the hiatus olanbicnad by Public Law 176, 33d Congress, which 
precluded the Agency from entering into new contracts during fiscal 
year 1954, the PHA, on its own initiative, required local governing 
body reaffirmation of the need before entering into annual contribu- 
tions contracts for projects where the planning had been deferred or 


delayed. 
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The formal requests for Federal financial assistance are, of course, 
made by the leeal housing authority, which is the arm of the local 
government authorized to take such action. However, in all such 
cases, the project to be developed, pursuant to Federal and State 
law, has had the approval of the local government. 


LIQUIDATION UNDER HIESTAND AMENDMENT 


Mr. Vurseti. I understand that there is presently underway the 
first liquidation of a public-housing project under the Hiestand 
amendment of the 1954 Housing Act. I believe the project is Dune- 
land Village of 165 units in Gary, Ind. Is the law under which this 
project is being liquidated and sold to private ownership adequate to 
cover the sale of these scattered public-housing units to their occu- 
pants, or are amendments needed to facilitate sale of these units 
where the local people no longer wish to continue them in Government 
ownership ? 

This question should focus attention on the inadequacy of existing 
law to liquidate public housing and sell them to private owners. The 
Gary, Ind., project was built under the 1937 law. ‘The bonds issued 
subsequent to 1949 for projects under the 1949 act may not be redeem- 
able before maturity until 10 years after issue. Thus there are no 
1949 projects that could be liquidated today even though the com- 
munity desired it. Mr. Slusser, would it not be advisable to submit 
legislation to make possible the optional liquidation of public-housing 
projects? This is particularly important if new projects are to be 
scattered throughout the community in single-family homes or 
duplexes. 

Mr. Stusser. Under the Hiestand amendment of the United States 
Housing Act (sec. 10 (L)), any project must be sold to the highest 
bidder after public advertisement if the governing body or the com- 
munity by referendum so decides. This amendment is not adequate 
to permit a subdivided sale to the individual occupants in those cases 
where the project is capable of being subdivided and sold by individ- 
ual buildings. The amendment is adequate, however, to facilitate 
sale of those units to private investor-purchasers in those communities 
where it is no longer desired to continue the project in Government 
ownership provided the bid price is sufficient to retire all outstanding 
obligations in connection with the project. 


AUTHORITY TO DISPOSE OF FEDERALLY OWNED PROJECTS 


Mr. Vurset1, I note on page B-12 that you state the lack of con- 
gressional authority to dispose of the PWA projects for other than 
low-rent use, and so forth, makes it necessary to continue these proper- 
ties in Federal ownership. What Federal legislation is needed ? as 
it been requested ? 

Mr. Suusser. Section 12 (c) of the United States Housing Act of 
1937, as amended, which governs the disposal of federally owned low- 
rent projects, including PWA projects, provides in part that the PHA 
may sell any such project only to a public housing agency. Hence, 
before any PWA project may be disposed of by any other method, 
Federal legislation will be necessary. The PHA, through the Hous- 
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ing and Home Finance Agency (and with approval of the Bureau of 
the Budget) has submitted proposed legislation to remedy this situa- 


tion. This legislation was introduced by Senator Capehart as a part 
of the bill S. 3399. If enacted, it will authorize the disposition of 
federally owned projects, including PWA projects, at public and 
private sale. 


FULL COST OF LOW-RENT HOUSING PROGRAM 


Mr. Vurseti. What will the full subsidy on public housing cost the 
taxpayers of all contracts over the life of the various programs— 
in other words, if you pay the full subsidy from the beginning of the 
terms from 1937 up to the contracts now approved, what will be the 
full subsidies cost to the taxpayers over the full term of the program, 

You can take the full subsidy and multiply by the term of years and 
get pretty close to what the gross result could be. 

What 1 am trying to get at is what is the exposure or liability of 
this stretch of years to the taxpayers. Isn’t it a fact that it will run 
from $5 billion to $7 billion? 

Mr. Stusser. The following tabulation shows the fixed (maximum 
payable) annual contribution and the actual contribution paid for 
the years 1941 through 1957. You will note that on the average the 
actual contributions payable to date have averaged only 61.8 percent, 
It would, therefore, be unrealistic to state that the cost of the program 
is the fixed annual contribution multiplied by the number of years the 
contribution is payable. Since the contributions payable will be re- 
duced by residual receipts, it is impossible to predict precisely what 
the total amount of annual contribution will be. Furthermore, it 
would not be cheaper to provide for a donation of the capital cost of 
the project at the outset. Ifa capital grant of the whole development 
cost of the project was made, this money would not be raised at once 
by taxation. This money would be raised by issuing Government 
bonds. These bonds would have to be paid off as to principal and 
interest over a period of years by the Government. This debt service 
would be fixed and not subject to reduction by any excess of operating 
income over operating expense. 

It is our opinion that it is cheaper for the Government to pay annual 
contributions over a period of years than to make a capital grant at 
the outset. Moreover, the system of annual contributions represents 
a pay-as-you-go policy. The social benefits of the public housing pro- 
gram consist in the help given persons of low income in that year to 
live decently. The $114 million for annual contributions estimated 
for fiscal year 1959 will enable 1,600,000 persons to live decently. In 
other words, to provide decent housing for 1 year will cost $71.25 per 
person for fiscal 1959, 
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Projects eligible for annual contributions—comparison of actual annual contributions 
expense to contract amounts from inception, through June 30, 1957 


Maximum Amount 
Number | annual con- available jActual annual) Percent 
Fiseal year of units tributions to reduce [contributions] of maxi- 
annual con- expense @ mum 
tributions 


$4, 747, 176 
11, 258, 951 
13, 049, 252 
14, 436, 885 
21, 132, 572 
21, 115, 314 
21, 044, 261 
21, 044, 002 
21, 325, 747 
21, 321, 123 
21, 407, 822 
26, 215, 103 
45, 091, 505 
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91, 133, 962 24, 548. 099 
107, 933, 030 26, 202, 984 
116, 372, 561 25, 737, 748 
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246, 813,903 | 399, 659, 691 


118, 000, 000 18, 200, 000 99, 800, 000 ; 
139, 000, 000 25, 000, 000 | 114, 000, 000 82. 


1 No annual contributions subsidy payments were made from the date of approval of the Unitea States 
Housing Act of 1937 through fiscal year 1940, during which period the projects were in the planning and 
construction stages. 

2 Reflects expenditures, on the accrual basis, against the applicable fiscal year appropriation even though 
cash disbursements and/or adjustments were made in subsequent fiscal years. 

3 Paid from fiscal year 1955 appropriation, 

4 Reduced by $3 703.80 collection made in fiscal year 1956 applicable to fiscal year 1953. 


LOCAL HOUSING AUTHORITY TRAVEL 


Mr. Vursewi. There has been spent over $18,000 for attending con- 
ferences of one rather small housing authority in California, I under- 
stand, since 1953. 

You mean to tell me that they get their expenses paid to attend 
meetings in New York, Philadelphia, and various other places and 
these groups will take out of the subsidy funds such expenses thereby 
increasing the Housing Authority budget? 

Since there are hundreds of housing authorities equally important 
as this one, what check is being made or what is the total annual ex- 
penses, if you know, of this “joy riding” around the country ? 

Mr. S.usser. We do not have specific information with respect to 
the $18,000 spent for attending conferences by one rather small hous- 
ing authority in California since 1953. However, there are two sources 
of funds available to many local housing authorities in California 
for these expenses: 1. Money derived from the operation of locally 
owned projects, which are not subject to Federal control or review; and 
2. A modest amount which they are permitted to expend for “Miscel- 
laneous authority expense” in the low-rent housing program. “Mis- 
cellaneous authority expenses” covers all expenditures for the follow- 
ing purposes: 

1. Preparation, printing and distribution of annual reports, ex- 
hibits, etc. 

2. Purchase of periodicals, books or other reference material. 

3. Expenses incurred in holding regular or special meetings of the 
local authority board of commissioners. . 


















4. Expenses of members and employees of the local authority. for 
attendance at conferences and at meetings of organizations deter- 
mined by the local housing authority to be useful in the conduct of its 
business ; and 

5. Dues and fees of the local authority for membership in and the 
services of organizations supplying technical or professional informa- 
tion or services concerning the housing program provided that no 
such expenditures may be incurred in connection with any organiza- 
tion any part of whose activities involve the promotion of legislation, 
nor may any expenditure be made for fees or dues of any individual 
member of a local authority. 

These amounts are limited as follows: 


Program size: Amount 

200 units or less.............. $3 per unit—not to exceed $600 

Boe 9ov400.000..2 in Le. $600 plus $2 for each unit over 200 

For 1,001 to 3,000_______-__-_ $2,200 plus $1 for each unit over 1,000 

For 3,001 to 5,000__..._._____ . $4,200 plus 50 cents for each unit over 3,000 

For 5,000 units and over_____- $5,200 plus 25 cents for each unit over 5,000 
but with an absolute maximum of $7,500 
per annum. 


We believe this limitation assures economy and at the same time 
recognizes the legitimate interests of housing authority commissioners 
and staff in making local determinations of the meetings or services 
they require to improve their operations. These allowances are 
audited annually by PHA to make certain that excessive expenditures 
are not made. 


UNITS AT SPRINGFIELD, MASS, 


Mr. Bo.tanp. On page 15 of the justifications, under the liquidati 
emergency housing program, I notice where Springfield, Mass., h 
an inventory of 122 leased units on June 30, 1957, and 76 leased on 
December 31, 1957, and 46 leased on December 31, 1957. 

What is the significance of those figures? Does this mean you 
own 122 units up there now? 

Mr. Rurrner. We had 122 units. 

Mr. Wooren. We own now 46. We did have 122, and we have sold 
down to 46. 
Mr. Bo.anp. And now you are trying to sell the 46? 
Mr. Wooren. Yes, sir. 


HOUSING FOR THE ELDERLY 


Mr. Boianp. With reference to housing for the elderly at page A-1 
in program operations, the last two paragraphs indicate the respon- 
sibility of PHA in the program for housing for the elderly, and I 
would like to have the last two paragraphs inserted in the record at 
this point. 

Mr. Tuomas. Without objection, it is so ordered. 

(The matter referred to follows :) 


The Public Housing Administration program to provide aid to the elderly was 
authorized by the Housing Act of 1956. Single persons 65 years of age or over 
and families, the heads of which were 65 years of age or over, were made 
eligible for low-rent housing.. The Administration is also permitted to assist 
in.the construction of new housing or the remodeling of existing honsing in 
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order to provide accommodations designed specifically for elderly families. A 
limitation of $2,250 per room was established. 

The Housing Act of 1957 increased the maximum cost per room of housing 
for the elderly from $2,250 to $2,500. The authorized limitation cost of con- 
struction and equipment of regular units of low-rent housing projects was 
increased from $1,750 to $2,000 per room. 


Mr. EAT. What is the effect of the program for housing elderly 
ns! 

Are you making any headway with it? 

Mr. Srusser. Yes, sir; there are some that are developing housing 
for the elderly. 

Mr. Botanp. How many units have been built since the aspage of 
this act authorizing the construction of housing for the elderly 

How many units have you actually built? If you do not have the 
sauce with you, please supply them forthe record. 
r. Stusser. We shall be glad to do so. 
(The information requested follows :) 


There follows a brief summary table showing the number of new units within 
projects reserved for the elderly, as of February 28, 1958: 


Number of | Total units |Number units 

















projects in project reserved for 
elderly 
Peer GONSETURCION,... - 6.355 coccunl. 04065 --o+d-Jen eens s 3, 894 377 
Annual contributions contracts executed, but construction 
Mepeeeteed 022. 2S ILS 8) wo nav eecemes 41 | 16, 263 2, 969 
In planning stage, but annual contributions contracts not | 
MONIOOG . 5. oo on ncn cc wcstadddabebaceusidsebbt Aleta 19 4, 053 1, 601 


j 





During the period January 1 through June 30, 1957, of the families reexamined 
for continued occupancy in low-rent dwellings, the head of the family was 65 
years of age or over in 12.1 percent of the cases. In the first calendar quarter 
of 1957, 2,755 elderly families were admitted to low-rent dwellings, or 9.6 percent 
of a total of 28,699 admissions ; in the second quarter, 3,076 elderly families were 
admitted to low-rent dwellings, or 11 percent of a total of 27,967 admissions. 


RELATIONSHIP OF URBAN RENEWAL TO LOW-RENT HOUSING 


Mr. Botanp. With respect to low-rent housing as it affects urban 
renewal, as you know, urban renewal is one of the biggest programs in 
which we are now engaged. 

Do you find that public housing is an integral part of urban 
renewal ¢ 

Mr. Stusser. Generally; yes, sir. 

Mr. Botanp. In the urban-renewal projects that are now completed, 
has public housing been a very significant factor, and an important 
part of the success of the urban-renewal development, or the urban- 
renewal program for the particular locality ? 

Mr. Stusser. I do not know just how to answer you on that. Gen- 
erally, if the question is if wana housing is an integral part and has 
it been successful with urban renewal; yes. As to the handling in cer- 
tain communities, that I could not answer specifically, because I know 
where there are difficulties. 

Mr. Botanp. In the great number of urban-renewal programs, in 
particular localities, the problem of renewal is one of the most per- 
plexing and one of the most difficult ones; is it not ? 
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Mr. Stusser. That has worked out very well, between the two 
agencies. We keep a constant liaison so we know what URA is doing, 
and what will be requested of us. 

Mr. Botanp. Have you found that the urban-renewal program has 
been speeded up and that there are more communities now who are 
interested in urban renewal ? 

Mr. Srusser. That is right. 

Mr. Botanp. Have you found that because of the urban-renewal 
program and the speedup in the program and the desire that a greater 
number of communities go into it, that there has been an increase in 
the demand for low-rent public housing as reflected by applications 
which might come to you for low-rent public housing ? 

Mr. Stusser. I would have to say no to that. I anticipate that de- 
veloping, but I think some of your urban-renewal programs are not 
at the point where application is being made now. However, there 
are some of the older programs where we are held up because of 
urban renewal, and the city cannot move until it gets its redevelop- 
ment plan fully in effect. 

We anticipate with what they are doing now in urban renewal that 
there will be a greater impact upon this program. 

We expect that. 

Mr. Botanp. You think there will be a greater demand for low- 
rent public housing because of urban renewal ? 

Mr. Susser. Not only because of that, but because of this high- 
way program, and these expressways through the cities which will 
cause havoe to a great extent through displacements. 


RELOCATION REQUIREMENTS OF URBAN-RENEWAL LAW 





Mr. Botanp. With respect to relocation, what is the responsi- 
bility of the Federal Government in relocating familities in urban- 
renewal programs? 

Does the Federal Government have any responsibility there? 

Mr. Frantz. Yes, sir; the section 105 (c) of title I requires that 
the Administrator, before he agrees to make a loan or grant, determine 
that the local public agency has a feasible relocation plan. 

The statute provides that the Administrator must make that deter- 
mination ; he may not even delegate it. 

Mr. Boranp. That there is a feasible relocation plan for the fam- 
ilies to be displacéd ? 

This is the plan that is submitted by a particular locality after it 
has been given means for a grant for advance planning and surveys! 

Mr. Frantz. That. is correct. 

Mr. Boranp. This is the plan that allows the Agency to determine 
whether or not this particular locality has a feasible plan for relocat- 
ing families that. will be displaced by an urban-renewal program in 
the particular locality ? 

Mr. Frantz. Yes, sir. 

Mr. Boxtanp. But the responsibility for relocation is clearly upon 
the local community; is it not? 

Mr. Frantz. That is right. 

Mr. Botanp. The question of whether or not it is a good plan will 
be determined by che Listeeabieiener: of Urban Renewal ? 

Mr. Frantz. That. is correct. 
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Mr. Botanp. Actually the plan itself is something which has been 
developed by the local authorities ? 

Mr. esume That is right ; yes, sir. 

Mr. Botanp. So actually there is no responsibility on the part of 
the Federal Government to say “This is the kind of a relocation pro- 
gram we want for the families that are to be displaced” ? 

Mr. Frantz. In detail and as to method, that is correct. The Fed- 
eral requirement is to determine that the plan is feasible, and that it 
meets the statutory tests of relocating the families in adequate housing 
and otherwise not imposing unreasonable hardships. That is not the 
exact statutory language, but it is the substance of it. 

Mr. Borianp. The urban-renewal plan for the particular locality 
would not be approved by the Urban Renewal Commissioner unless 
there was a feasible plan for relocation of families that are to be dis- 
placed by the urban-renewal program? 

Mr. Franz. Legally is could not be approved unless that is shown. 

Mr. Botanp. Thank you very much. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to see you 
and also to see you looking so well, Commissioner. 

Mr. Stusser. Thank you, sir, 





Monpay, Marcn 3, 1958. 
GENERAL ACCOUNTING OFFICE 


WITNESSES 


JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED 
STATES 

FRANK H. WEITZEL, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

JOHN F. FEENEY, ADMINISTRATIVE OFFICER 

E. L. FISHER, GENERAL COUNSEL 

ELLSWORTH H. MORSE, JR., DIRECTOR, ACCOUNTING AND AUDIT- 
ING POLICY STAFF 

LAWRENCE J. POWERS, DIRECTOR, DEFENSE ACCOUNTING AND 
AUDITING DIVISION 

ADOLPH T. SAMUELSON, DIRECTOR, CIVIL ACCOUNTING AND 
AUDITING DIVISION 

HARRELL 0. HOAGLAND, DIRECTOR, TRANSPORTATION DIVISION 

LAWRENCE V. DENNEY, DIRECTOR, CLAIMS DIVISION 

HERSCHEL J. SIMMONS, CHIEF, BUDGET AND FINANCE BRANCH 


SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | | 1950 estimate 


Program by activities: 
Operating costs: 
. Office of the Comptroller General -- -_- — $34, 641 
. Office of the Assistant Comptroller. General... ‘ 
. Office of the assistant to the a General -- 
. Office of legislative liaison ---_-- 
. Office of administrative services. 
. Claims division -- aeeeenns 
. Transportation division _- 
. Division of personnel 
. Office of the general counsel. ----........--...--.-.- 
. Accounting and auditing policy staff 
. Office of staff management 
. Defense accounting and auditing division. 
. Civil accounting and we division. - 
. Field operations division- i. 
. European braach 
. Far East branch 
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Total operating costs_- ine hditnaicnadiah 
. Relation of costs to obligations: 
Obligations incurred for costs of other rm, 


net 
Costs financed from obligations of other years, 
net (—) 


Total program (obligations) - . diem eock 32, 974, 974, 873 36, 050, 000° 
Financing 
Unobligated balance no longer available_- aN adam BORE FER A. ccnen' -cacehccesesne 


Appropriation (new obligational authority) -__..-- ea 34, 000, 000 36, 050, 000 38, 300, 000 
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Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number ee itions 5, 791 5, 863 
Full-time equivalent of all other positions 2 4 
Average number of all employees 5, 540 
Number of employees at end of year 5, 652 


¥ 


Bil g 
|| Je. 


Average GS grades and salary 7.2 $5,488 | 7.5 $5,597 


01 Personal services: 
Permanent positions 
Positions other than permanent_............._.._- 
Other personal services 


Bs 


Total personal services 

Travel ‘ 
er eRRin 00 See... onnnnnnmpucniasmnnnninviomeel 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies... - 
Supplies and materials 
Equipment. 
Grants, subsidies, and contributions 
Pensions, annuities, and insurance claims 
Refunds, awards, and indemnities 
Taxes and assessments 
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Total obligations 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this morning the General Accounting Office, and 
it is always a pleasure to have our own agency with us. 

It certainly is nice to see the Comptroller General here looking fit 
and fine as usual, and his very able assistant, Mr. Weitzel, the Assist- 
ant Comptroller General of the United States; Mr. Keller, the Assist- 
ant to the Comptroller General; Mr. John Feeney, the very able ad- 
ministrative officer; Mr. Fisher, the General Counsel; Mr. Morse, Jr., 
Director, Accounting and Auditing Policy Staff; Mr. Powers, Direc- 
tor, Defense Accounting and Auditing Division; Mr. Samuelson, the 
Director, Civil Accounting and Auditing Division; Mr. Hoagland, 
Director, Transportation Division, or the Director of the Railroads; 
Mr. Denney, the Director of the Claims Division, and Mr. Simmons, 
Chief of the Budget and Finance Branch. 

This is certainly a distinguished group of public servants. It is 
nice to see all of you, and we are certainly delighted to have you 
come over and visit with us. : 

Mr. Campbell, if you have a statement for us, we will certainly 
be delighted to listen to you as long or as short as you want to make it. 


GENERAL STATEMENT 


Mr. Camrpsett. Thank you for your remarks, Mr. Chairman. We 
appreciate the opportunity of appearing before you to discuss the 
work of the General Accounting Office and our budget estimates for 
1959. My statement covers some of the highlights of our operations. 
However, the justifications of estimates, which you have before you, 
contain rather complete details and, of course, we will be glad to 
answer any questions you may have. 




















1240 
BUDGET ESTIMATES 


_ For 1959 we are requesting an appropriation of $38,300,000. This 
is an increase of $2,250,000, or 6.24 percent, over the amount available 
to us for 1958. Of the additional amount requested, $1,275,000 is for 
the expansion of our accounting and auditing staff; $750,000 is to 
provide necessary travel support for our accounting, auditing, and 
Investigative activities; and $225,000 is for other items of expenditure 
of which $185,000 is for required contributions to the civil service 
retirement and disability fund. 


PERSON NEL 


For 1959 we plan a further increase in our accounting and auditing 
personnel. Since I have been Comptroller General I have made every 
effort to increase the number and to improve the overall quality of 
the professional accounting staff of the General Accounting Office. 
For the past 3 years we have had an active and effective recruiting and 
training program. From June 30, 1956, to January 31, 1958, our re- 
cruiting efforts produced a net increase of 340 accountants for our 
staff, nothwithstanding that for the last 4 months we have had to ecur- 
tail recruiting due to the shortage of travel funds for the present 
fiscal year. 

We believe that with our recruiting program, and a softening of the 
employment market, we will be able to recruit the number of pro- 
fessional accountants planned for. As of January 31, 1958, we had 
1,757 professional personnel engaged in our accounting, auditing, and 
investigative work. Between now and June 30, 1959, we plan to in- 
crease this number by an average of 270 which will give us over 2,000 
professional people in those areas. While this is a rather substantial 
increase, we have no doubt that the work the General Accountin 
Office will be able to accomplish with these additional people will 
offset many times the additional salary costs involved. 


TRAVEL 


For 1958 the Congress authorized $1,600,000 for travel funds. On 
January 9, 1958, we addressed a letter to this subcommittee request- 
ing that our travel limitation be increased by $250,000. We originally 
requested $1,700,000 for travel for 1958, but the Congress authorized 
only $1,600,000. As we pointed out in our letter of January 9, it is 
quite evident that our original request for travel funds was too low. 
This, coupled with the action of the Congress in reducing our estimate 
by $100,000, has seriously affected our work. As stated in our letter, 
the increase of $250,000 is essential in order to avoid further delay in 
the audit of important defense activities; further disruption of audit 
activities in important civilian agencies; and idle time of our account- 
ing personnel. We appreciate your subcommittee’s favorable con- 
sideration of our request by authorizing an increase in our trayel 
limitation in the second supplemental appropriation bill, 1958, which 
passed the House on February 26. 1958. : 
For 1959, we are requesting $2,350,000 for travel. This is an in- 
crease of $500,000 above the amount available to us for this year—as- 
suming the provision of the second supplemental appropriation bill, 
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1958, increasing our travel limitation for 1958 to $1,850,000 is enacted 
into law. I wish to emphasize as strongly as I can the importance of 
sufficient travel funds for us to carry out our work. Our entire audit 
activity is geared to the principle of auditing at the site of operations 
of the agencies. If we fa not have sufficient funds, one of two things 
will inevitably result. Either we will have to assign our people to 
work which we know to be of lesser importance, or we will have people 
with idle time. Both are extremely costly. 

For our projected travel in the accounting and auditing area for 
1959 I would like to refer you to page 14 of the justifications. This 
table indicates (1) the areas in which our travel money is being spent 
under the present 1958 limitation; (2) the areas in which it will be 
spent in the event we receive an increase of $250,000 for 1958; and (3) 
the areas in which it will be spent in the event you approve our re- 
quest for 1959. The table does not include funds for our foreign 
branches, and for other operations of the Office. However, the 1959 
figure on the table represents 88 percent of our proposed travel ex- 
penditures for that year. You will note that in 1959 we plan to spend 
$1,088,000 in the defense area, and $788,000 in the civil area. 

Sufficient travel funds are absolutely essential in order for us to 
effectively program our work, and to provide maximum productive 
personnel utilization throughout the year. For example, when you 
consider that during 1959 our audit plans call for our regional offices 
to perform 94,000 man-days of travel, involving over 700 travel sites, 
the importance of our need cannot be overemphasized. You may be 
assured that every effort has been made and will continue to be made 


to utilize our travel funds in such a way that maximum results will 
be realized. 


JOINT ACCOUNTING IMPROVEMENT 





PROGRAM 


Under the joint program, we are continuing to work jointly with 
the Bureau of the Budget and the Treasury Department in promoting 
improvements in accounting and other financial management practices 
in the executive agencies. Closer working relationships with these 
agencies were achieved during the past year through the operation 
of two steering committees established to consider, develop, and coor- 
dinate specific work plans carried out under the program. One steer- 
ing committee is concerned with work in the civil agencies and mat- 
ters of governmentwide nature. The other steering committee, which 
includes one representative from the Department of Defense, is con- 
cerned with improvement efforts in that Department. 

During the past year, major emphasis was given under the joint 
program to the study of plans for improvement in financial manage- 
ment submitted by the executive agencies. These plans were de- 
veloped at the request of the Bureau of the Budget following the 
passage in August 1956, of Public Law 863, 84th Congress. This law 
stated the policy of the Congress as to accounting on the accrual basis, 
use of cost-based budgets, simplification of allotment structures, and 
related practices. The objective of this effort is to have each agency 
study its financial system and develop a systematic work plan for 
installing and using more modern and effective practices. The three 
central agencies provide advice and assistance but the real initiative 
for carrying out planned improvements must come from the indi- 
vidual agencies. 
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The ninth annual progress report under the joint accounting im- 
provement program was released January 3, 1958. You will find in 
that report many examples of improvements in accounting and finan- 
cial management made during 1957 throughout the Government. 

In our own day-to-day work in the agencies, we are continuing our 
cooperative accounting systems development work in conjunction with 
our regular audit work. 






























THE GENERAL ACCOUNTING OFFICE MANUAL 


During the past year we completed most of the initial titles for our 
Policy and Procedures Manual for the Guidance of Federal Agencies, 
This manual was started several years ago in recognition of the need 
for codifying in more convenient form the regulatory, instructional, 
and advisory material issued by the General Accounting Office, other 
than Comptroller General decisions. This manual is the official me- 
dium through which we now issue (1) accounting principles, stand- 
ards, and related requirements for accounting to he observed by the 
executive agencies, (3) illustrative accounting procedures, (3) uni- 
form procedures for use by Federal agencies where required, and (4) 
regulations governing the relationship of the General Accounting 
Office with other Federal agencies init with the public. There has 
long been a need for such a manual and copies have been furnished to 
all agencies to meet their needs. 


CIVIL ACCOUNTING AND AUDITING 






Our Civil Accounting and Auditing Division is responsible for all 
auditing, accounting systems development, and investigative work in 
the civil agencies of the Government—except the audit of transporta- 
tion payments. The responsibility for audit includes the Departments 
of Agriculture, Commerce; Health, Education and Welfare; Justice, 
Labor, Post Office, State, and Treasury. In addition, there is respon- 
sibility for over 100 independent corporations, agencies, boards, and 
commissions in the executive branch, and the organizations and offices 
in the legislative and judicial branches as well as the District of 
Columbia government. 

It is a tremendous area to cover and quite naturally we cannot have 
every agency under audit at the same time. However, our audits are 
programed to provide for the periodic reviews of the significant 
activities of the agencies. During the calendar year ending December 
31, 1957, the Civil Accounting and Auditing Division issued a total of 
215 reports of examinations—108 of these reports were made to the 
Congress and 107 to the individual departments and agencies. Pages 
176 to 236 of the justifications discuss many of the activities of this 
Division, but as examples I want to mention three cases which we 
think are representative of our work in this area. 

For several years our audit reports on the Panama Canal Com- 
pany pointed out that operating expenses of the Company could be 
reduced without impairing service to the canal organization or its 
employees by disposing of 1 of its 3 steamships. In January, 1957, 
one of the ships, the steamship Panama, was sold for $5,704.000. By 
this sale the Company realized a gain of $4,194,000 and operating ex- 
penses will be reduced about $760,000 annually. 
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The Atomic Energy Act of 1954 enacted August 30, 1954, was major 
legislation which specifically provided for the application of atomic 
energy for peaceful purposes as well as military purposes. On Jan- 
uary 10, 1955, AEC announced its power demonstration reactor pro- 
gram, a program to facilitate bringing private resources into the devel- 
opment of technical and economic data on the performance of nuclear 
power reactors and to advance the time when nuclear power will 
become economically feasible. AEC’s first contract under this new and 
significant program was with the Yankee Atomic Electric Co. 

We promptly reviewed the negotiation and terms of the Yankee 
contract and submitted a report to the Congress. Our report con- 
tained three recommendations for AEC to consider in negotiating 
future contracts under this program. These recommendations were 
that the Commission (1) require the applicant to obtain binding agree- 
ments from its sponsoring companies covering the sponsors’ capital 
contributions to the applicant, (2) obtain from the sponsoring com- 
panies a guaranty that the applicant will perform the work contem- 
plated in the proposal, and (3) obtain the right to audit all transac- 
tions related to the contract. 

AEC informed us that it intended to adopt our recommendations in 

nding and future contract negotiations under this program. Ina 

earing before the Joint Committee on Atomic Energy on March 5, 
1957, the AEC General Manager stated, with reference to our report: 
“I think the GAO comments will be very helpful to us and lay a good 
groundwork for the future.” 

In our audit of the New Orleans Commodity Stabilization Service 
office, we noted that the procedures for taking title to loan cotton re- 
sulted in the continuance of fire-insurance coverage, at a substantial 
cost, for a considerable period of time after title had passed to the 
Commodity Credit Corporation. As a result of suggestions we made 
to the Corporation, procedural changes were adopted which permitted 
cancellation of insurance simultaneously with the acquisition of loan 
cotton: Premium savings realized through that change amounted to 
$600,000, and additional savings will be realized on future cotton take- 
overs. 

DEFENSE ACCOUNTING AND AUDITING 


The Defense Accounting and Auditing Division, which was estab- 
lished in the spring of 1956 in order to bring about greater emphasis 
on the audit of defense activities, has made great strides in the past 
year. For the year ended December 31, 1957, this Division issued 37 
reports to the Congress and 133 reports to the military departments. 
Our work covered many areas of the Department of Defense and the 
three military departments. 

Pages 119 to 170 of the justifications set forth the work done by this 
Division. One of these cases reported, which I think you will find of 
interest, involves inadequate agency analysis and evaluation of con- 
tractor’s cost estimates. On a price redeterminable type contract for 
F84 aircraft, the contractor realized a profit of $17,457,200, in addition 
to that contemplated in the price redetermination negotiations. We 
believed that, although a portion of this additional profits was at- 
tributable to good performance by the contractor, $8,322,000 of the 
additional profit was due to overestimates in the contractor’s pricing 
proposals: After these facts were brought ouf by our audit, the Air 
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Force requested, on at least three occasions, that the contractor con- 
sider making a voluntary refund but the contractor declined to make 
any refund, or otherwise adjust the contract price. Questions were 
also raised with respect to the legal validity of the contract price, in 
view of the incorrect representations made by the contractor in its 
pricing proposals. Subsequently, we referred the matter to the At- 
torney General for appropriate action, looking toward recovery of the 
amount involved, and such other action as might be justified. Our 
report on this case was forwarded to the Congress and it was presented 
with our comments in hearings before the Special Investigating Sub- 
committee of the House Armed Services Committee. 

Following hearings and referral of this case to the Attorney General, 
the contractor proposed to refund $9,700,000 to the Air Force, A 
refund of $5 million has been made but the contractor has withheld the 
remainer $4,700,000 conditioned upon (1) decision by the Department 
of Justice that there is not a basis for legal proceedings and (2) the 
Renegotiation Board not making an adjustment for this transaction, 
As of this time, the Department of Justice has not made a decision in 
this case. 

In another case reported, we found 2 instances of overprocurement 
of aircraft engines involving 46 engines of one series of J—57 engines, 
and 20 engines of another J—57 series. The first case resulted from 
overstatements of requirements due to misinterpretation of basic pro- 
gram data by requirement officials. In the other case, the engines had 
been procured on the assumption that a number of aircraft were to be 
retrofitted with newer engines, but our inquiry disclosed that the retro- 
fit program had not been scheduled and that the engines were not 
required. 

When our findings were reported to the Air Force, production of 
the engines was canceled at a saving to the Government of approxi- 
mately $7.9 million. We also reported to the Air Force certain proce- 
dural weaknesses in the requirements control records and in admin- 
istrative practices. Asa result, the Air Force stated that their aircraft 
engine requirements activity was reoreanized to obtain better control 
of spare-engine computations and related procurement. 


EUROPEAN BRANCH 


In our European Branch, we plan to have 54 employees during the 
fiscal year 1959. This is a reduction of six from our budget estimates 
for 1958. We think that our European Branch has been quite effee- 
tive. In the last year emphasis has been placed upon reviews of the 
military assistance program, military offshore procurement activities, 
military supply activities. and the Snanish base construction program. 
The reviews we have undertaken have resulted in corrective actions 
and snbstantial savings to the Government. 

Within the past few months, the Executive and Legislative Re- 
organization Subcommittee of the House Committee on Government 
Operations made a rather thorouch on the site review of the onvera- 
tions of our European Branch. Under date of January 15, 1958, the 
committee issued a report on its review, which was printed as House 
Report No. 1281, 85th Congress. The committee in its report stated: 
“From its observations, the subcommittee concludes that this organi- 
zational concept has functioned excellently. The record of accom- 
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plishments established by the Branch during its first 5 years of op- 
eration is convincing evidence of the effectiveness of its organiza- 
tion. * * *.” The committee also stated that it was impressed by 
the overall high quality and caliber of the personnel of the Branch, 
as well as their individual dedication to the task of discharging the 
heavy responsibility placed upon them. 


FAR EAST BRANCH 




















Weare continuing to build up the personnel of the Far East Branch. 
As of January 31, 1958, we had 17 employees in the Branch. For 
1959 we plan for 22 employees. During the past year the Branch 
performed work in Japan, Korea, Okinawa, Taiwan, the Philippines, 
and Guam. About 60,000 air-miles were traveled by our staff. Major 
areas under review were the military assistance programs in Japan, 
Korea, and Taiwan, and property disposal procedures in Japan. 

For 1958 and for the fiscal year 1959, the major area of review by the 
Far East Branch will be activities related to supply in the three mili- 
tary departments. The entire inventory picture will be examined 
from the point of determining requirements to the practices relating 
to disposition of excess stocks. 

Another significant area will be review of offshore procurement by 
the military services, primarily in Japan, but audits are also scheduled 
for Korea, Okinawa, Formosa, Philippines, Guam and southeast Asia. 


LEGAL WORK 










Our General Counsel’s Office as of January 31, 1958, had 153 em- 
ployees—100 of whom are attorneys—and is responsible for all of 
the legal work of the General Accounting Office. The legal staff pre- 
= proposed decisions which under the law must be made by the 

omptroller General and renders legal services to our divisions and 
offices. For the calender year, 9,800 decisions and reports were pre- 
pared by the General Counsel’s Office. For 1959 we are planning to 
increase the staff by six attorneys. 


CLAIMS 


















In the last year we have made substantial progress in cutting down 
the backlog of claims work. Insofar as claims against the Govern- 
ment are concerned, we had under consideration on January 31, 1958, 
a total of 8,334 cases. However, no action can be taken on 2,723 of 
these cases inasmuch as we are awaiting court decisions or appropria- 
tion action by the Congress. The balance of 5,611 cases represents 
less than 2 months’ production. 

Last year when we appeared before you, we said that we had 
under consideration 147,000 claims involving debts of individuals 
to the United States. As of January 31, 1958, the claims of this type 
had been reduced to 86,141, all of which were in process. That is, none 4 
was unassigned for consideration. We were able to make this sub- 
stantial progress by the use of overtime and by assigning for exami- 
nation many thousands of cases in our files which were several years i 
old. A large percentage of these older cases was found to be of no 
value in pursuing. While we expect to continue to reduce the num- 
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ber of debt cases under consideration, our progress next year will not 
equal that of last year. 

For the 12-month period ending December 31, 1957, our collections 
from claims settlement and debt collection activities totaled 
$10,794,000. 

TRANSPORTATION AUDIT 


Last year when we appeared before you the Director of our Trans- 
portation Division estimated that by June 30, 1958, the current audit 
of transportation payments would be 16 months behind payment, as 
compared with 28 months at that time. We are glad to report that 
we will be able to accomplish our estimate. We are now auditin 
military freight and passenger payments which were paid in Decem- 
ber 1956, and January 1957, respectively, and civil freight and passen- 
ger payments that were paid during the fiscal year 1956. This does 
not mean that all payments prior to periods mentioned have been 
completely cleaned up but does give you a representative figure on 
the currency of our audit. 

We are continuing to make progress on our World War II reaudit 
program. At present there are about 380,000 vouchers remaining to 
be. audited. 

During the calendar year 1957, our Transportation Division col- 
lected $42,861,000—$24,374,000 was the result of the reaudit program 
and $18,487,000 was collected as a result of the current audit. 


ASSISTANCE TO CONGRESS 


A principal objective of the Congress in placing the General Ac- 
counting Office in the legislative branch of the Government, separate 
and apart from the executive branch, was to provide an independent 
source of information on the Government’s fiscal affairs. We have 
always considered the furnishing of assistance to the Congress one 
of our most important duties. Last year, we established an Office of 
Legislative Liaison which has brought about an even closer relation- 
ship between the Congress and the General Accounting Office. 

From the close of the 2d session of the 84th Congress to the date of 
adjournment of the Ist session of the 85th Congress, we reviewed and 
furnished our comments on 665 bills which were under consideration 
by the Congress. Our representatives testified before committees on 
31 occasions. In addition, our personnel were called upon to par- 
ticipate in over 300 conferences pertaining to matters pending before 
committees. One hundred and seven members of our professional 
staff were assigned to committees for varying periods in response to 
requests for assistance on committee work. We assisted in some way 
nearly every committee of the 85th Congress. 

Mr. Chairman, that concludes my statement. We will be glad to 
answer any questions you may have. 

Mr. Tuomas. That certainly was a fine statement, very much to 
the point, and quite brief. 

Gentlemen of the committee, let us change our procedure this morn- 
ing and we will ask the Comptroller General and his staff whatever 
general questions we would like to, and when we get through we will 
build up the record. ' 
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REORGANIZATION OF THE OFFICE 


Mr. Campbell, for all practical purposes has the reorganization of 
the Office worked out, as you had hoped and planned, and have you 
achieved any greater efficiency as a result of your reorganization ? 

Mr. Campse.tyi. Mr. Chairman, I am convinced that we have done 
the right thing, and that it has worked out very, very well. 

Mr. Tuomas. Well, you have a tremendous workload by virtue of 
the seventy-odd-billion dollars that the Government has been spend- 
ing a year, and as far as we can see there is no end to that workload; 
is there? 

Mr. Camrse.u. That is correct. 

Mr. Tuomas. Taking your big bureaus in the reverse order, the 
are as follows: your Transportation Department, your Claims Divi- 
sion, your Civil and Military Audits, and then, of course, we cannot 
overlook your overseas offices. 

That is a pretty good rough breakdown of your bureaus; is it not ? 

Mr. Camesett. Yes, sir—the major divisions, 


PERSONAL SERVICES 


Mr. THomas. I was not quite able to reconcile a couple of figures 
in the general statement. The budget request is for $38,300,000, 
which is an increase of about $2.25 million over last year, and calls 
for about 212 additional jobs. However, in one of the charts, accord- 
ing to my figures, it was only 86 jobs. 

s that a firm figure of 212 which I notice on page 3 in the second 
paragraph, where you state: 

The increased funds requested for the accounting, auditing, and investigative 
activities will provide for approximately 212 additional professional account- 
ants over the number provided in the 1958 budget. 

Is that just accountants or overall jobs? 

Mr. Camrse.y. That is professional accountants. 

Mr. Tuomas. And, the pluses and minuses throughout the many 
activities make an overall increase of 86 jobs; is that right ? 

Mr. Ketter. In the accounting and auditing area ? 

Mr. Tuomas. Please look at your table entitled “Summary of per- 
sonnel requirements.” 

Ts that an inconsistency ? 

Mr. Kriuer. No, sir; but if you are comparing it with Mr. Camp- 
bell’s statement 

Mr. Tuomas. I am not comparing it with the statement; I am 
comparing it with the first tear sheet you have there, or the first 
big set of yours tables. 

How many additional jobs do you seek for 1959 over 1958 in all 
classifications ? 

Mr. Ketier. I wonder if I might answer that, Mr. Chairman. 

Mr. Troomas. Surely; anyone can. 

Mr. Ketier. I have a figure for January 31, 1958. Personnel ac- 
tually on the payroll as of January 31, 1958. 

Mr. Campsett. You will recall that last year we had a discussion 
about this, and I think you suggested that we be more up to date on 
where we stand right at the moment. 

Mr. Tuomas. Where are you on January 31? 
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Mr. Keuier. As of January 31, 1958, we had a total of 5,405 em- 
ployees. 

Mr. THomas,. 5,405? 

Mr. Ketter. Yes, sir. 2,966 were-in the accounting, auditing, and 
investigative area; 2,439 were in other areas consisting of the Comp. 
troller General’s Office, the Office of Administrative Services, the 
Claims Division, the Transportation Division, Division of Personnel, 
and the General Counsel’s Office. 

In the accounting and auditing area we plan an increase for 1959 
of an average number of 270 over and above those on the rolls as of 
January 31, 1958. 

There is a reduction in the other areas of the Office of 29, giving 
us a net increase for 1959 over and above the employees on the roll o 
January 31 of 241. ; 

Mr. Tuomas. 241? 

Mr. Ketier. Yes, sir. 

Mr. Tuomas. On January 31 you had 5,405 filled jobs, and you had 
appropriations for 5,791 ? 

Mr. Camrsett. That is correct; total positions. 

Mr. Tuomas. There are about 390 vacancies, in round figures? 

Mr. Campseiy. Just about that. 

Mr. Tuomas. The difference between 5,405 and 5,791 jobs. It is 
pretty hard to keep them all filled at any one time; is it not? 

Mr. Campsetu. Yes, sir. 

This ties into our recruiting program again, Mr. Chairman. 

Mr. Tuomas. Overall, how many new positions do you contem- 
plate having in 1959 over 1958? Is that to make up for that $2,250,000 
increase ? 

A big part of it is travel. How many new jobs do you intend to 
have? 

Mr. Keizer. Do you want me to go from our budget estimate for 
1958 or employees on the rolls on January 31? 

Mr. Tuomas. I have reference to your 1958 budget overall, as 
against your requested budget for 1959. 

What is the increase in jobs, and how do you justify the increase of 
$2.250,000 for 1959 over 1958? 

Your two big items are jobs and travel; is that right? 

Mr. Ketter. That is right sir; $1,275,000 for personnel and 
$975,000 for other expenses. 

Mr. Tuomas. You set out a figure of 86; is that correct? 

Mr. Feeney. I do not see the 86 figure, Mr. Chairman. 

Mr. THomas. What is the figure, then, Mr. Feeney? 

Mr. Feeney. 72 would be the figure between the total number of 
jobs in 1958 and the total number in 1959. 

Mr. Tuomas. I find a figure of 86 here on chart No. 5. 

Mr. Campreti. That figure is the total number assigned in Europe 
and the Far East. 

Mr. Tuomas. That has nothing to do with it, then? 

Mr. Campse... No, sir. 

Mr. Tuomas. I am looking at the wrong line. What is that figure 
now—the overall increase in 1959 over 1958 ? 

Mr. Freenry. The total number of new jobs is 72. 

Mr. Tuomas. Very well. 
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ACCRUED EXPENDITURE BASIS OF STATING APPROPRIATIONS 


‘Mr. Tuomas. I would like to have an expression from you witli 
reference to this matter: The General Accounting Office has expressed 
itself in no uncertain terms as favoring this accrued budget over the 
way that the committee has been operating in the past. Also, I see 
that you have been making some rather constructive suggestions as 
to the foreign giveaway. I presume they were constructive or else 
they would not have been screaming about them. 

Some people do not like the term “foreign giveaway,” but if you 
can think of a better term than that for it, I would like to know what 
it is. 

Mr. Campsei. I do not believe we used that term in our discus- 
sions, Mr. Chairman. 

Mr. Tuomas. That was my expression, but if I am wrong in my 
expression, you might straighten me out if you have a better term 
for it. 

First, what is the position of the General Accounting Office and 
why do you think that this accrued budget is such a good thing? 

Mr. CamrseLi. We feel that given proper direction by the Congress 
in the Appropriations Committees, it is a very feasible plan to follow. 

Mr. Tuomas. Yes; it opens up the door to unlimited expenditures 
that the Congress cannot control. That is the only feasibility I 
see to it. 

Mr. Campse.u. My position is that the philosophy of the suggestion 
is entirely proper, but if management—that is, the Appropriations 
Committees—are not in sympathy with it, then of course it would not 


e. 

Mr. Tuomas. The Appropriations Committee is no more than an 
agency of Congress in truth and in fact. It is one of the committees 
that works for the Congress, and it has no authority except that which 
ig given it by the Congress. It makes the detailed studies and then 
reports back to its parent, namely, the Congress, and takes its instruc- 
tions from the Congress. The final validity of its work is that sanc- 
tion given to it by the Congress, 

Where is the money to be saved? Wherein does Congress gain its 
grip on the purse strings, as it has been claimed, which is not avail- 
able under the present procedures ? 

I recall going through World War II under the same or similar 
procedure as is now being advocated by some of the agencies of gov- 
ernment, and for all practical purposes we fought World War II on 
contract authority and, certainly, the Congress lost its control on the 
detailed expenditures of funds under that procedure. I do not think 
there is much doubt about it. I think it is misleading to say that 
one of the bureaus or, for instance, that the Army, Navy, the Marine 
Corps, and the Air Force, different branches of the armed services, 
have X billions of dollars floating around. 

It gives the public the impression that each one of the branches 
of the armed services has a wheelbarrow full of funds floating 
around in its office, and they have to lock them up every night. to 
keep them from getting lost, and then in the daytime when they 


unlock them, they all get lost and scattered around all over the 
building. 
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In truth and in fact, that is far from being true, even though they 
do have funds which they have not spent and, maybe, they will not 
part with those funds for several years to come. 

However, it is not correct that those funds are lying around over 
there on everyone’s desk. 

A further assumption is that the Congress of the United States has 
instructed the Treasurer to go out and borrow those funds, and that 
since we have a deficit of around $275 billion, we have to borrow the 
money and pay interest on it for 4 or 5 or 6 years before we use it. 

Ts not that a misleading assumption ? 

Mr. Campsetu. It certainly is. 

Mr. Tuomas. As a matter of fact, there is no cash involved until 
the bookkeeping transaction is completed, and 30 or 60 or 90 days 
before the armed services will need those X billions of dollars the 
Treasurer then goes out and borrows them if he needs to. 

As far as paying interest is concerned, the idea of paying interest 
for 3 or 4 or 5 years on unspent Treasury obligations is misleading; 
it is not only misleading, but it is not true; is it? 

Mr. Camprety. No, sir. 

Mr. Tuomas. The other phase of it is people say “Well, the armed 
services are given authority by Congress to go out and contract for 
and buy several hundred airplanes.” 

However, it takes lead time of 2 or 3 or 5 years for the companies 
to build those planes, and the armed services have to make a cal- 
culation as to the amount of money they will need. Then they come in 
and present that calculation to the Congress and the Congress will 
supply X billions of dollars. They will not need those dollars for 
2 or 3 or 4 years or more; that is true also; is it not? 

Mr. Campsety. That is correct. 

Mr. Tuomas. So, now, we are really getting down to the meat in 
the cocoanut; are we not? 

Mr. Campsett. Yes, sir. 

Mr. Troomas. Is it better to have the armed services under their 
present procedure to go out and develop a prototype of an airplane— 
that is what we usually encourage them to do—and get them to get as 
many of the bugs out of it as they can and fly it not once, but a good 
many times, and finally come up with a plane which they think meets 
their needs. In other words, they have paid X airplane company Y 
amount of dollars on that prototype development, and it is flown for 
days or weeks or sometimes months. When they think the plane is 
what they want, they enter into a period of negotiations with the 
company. They may need three-quarters of a billion dollars to build 
X number of planes and then that is when they come to the Congress 
for funds, after the company and the Air Force have given the subject 
their best estimate as to cost ? 

Mr. Campsety. Yes, sir. 

Mr. Tuomas. Of course, the country may go into a period of reduc- 
tions in price, but if the contrary happens and you go into a period of 
inflation and the cost of materials and wages goes up, the armed serv- 
ices, perhaps, cannot control it, and neither can the company. How- 
ever, there is that pressure on the company to hold that contract cost 
down and there is that pressure on the armed services to hold it down 
because they gave to the Congress their best judgment as to what 
that cost would be 2 or 3 years ago when they justified the program, 
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and it does not make them look any better in the eyes of the Congress 
to come in here 6 months, 12 months, or 2 years later, with a tremen- 
dous overrun. 

If anyone gets a working over, it is that agency which always comes 


up with an overrun; it really gets it from the Appropriations Com- 
‘mittee. 


Mr. Camppet.. Yes, sir. 

Mr. Tuomas. Of course, that working over is dependent upon 
whether it is poor judgment or poor business practices. Of course, if 
there has been some inflation which they could not control, that is 
something else. However, the pressure is on the armed services, and 
the pressure is on that contracting company to live within that con- 
tract price, and if you take it off and Congress appropriates on an an- 
nual basis, that pressure is going to be gone, and in my judgment, based 
upon my observation, you are going to spend from 5 percent te 10 per- 
cent more on your accrued budget than on the budgets under which you 
now operate. 

If that is wrong, straighten me out. 

Mr. Campseti, Mr. Thomas, if we may say a word here—— 

Mr. THomas. It is going to take more than a word as far as I am 
concerned. 

Mr. Ketter. You know we have endorsed the prineiple of annual 
accrued expenditures as a basis for appropriations. 

In agencies such as the General Accounting Office or the Federal 
Communications Commission, or any agency which has appropriations 
only for salaries and expenses, it is going to make little difference 
whether they are on an accrued expenditures basis, or an obligation 
basis. But, in the Defense Department. where procurement is made of 
long Jead-time items we have felt there would be better control if 
Congress instead of appropriating money right at the beginning of 
the contract, gave the departments authority to go ahead, and then 
provided funds on the basis of goods and services to be delivered in a 
particular year. 

Mr. Tromas, You mean contract authority ? 

Mr. Keurer. Yes. 

Mr. Tuomas. You are speaking for the Comptroller General. I do 
not know why you have todothat. He is here. Why cannot he speak 
for himself ¢ 

Mr. Ke.uer. I was stating our office position. 

Mr. Tuomas. You want Congress to give them the contract author- 
ity rather than the cash; is that right ? 

Mr, Keiier. That is correct; that is what.it would amount to. 

Mr. Tuomas. Go ahead. 

Mr. Ke.urr. By funding each year, the Congress and the Appro- 
priations Committee, particularly, would have a chance to relook at 
the program in more detail. 

Mr. THomas. What do you mean “would have a chance to relook 
at the program in more detail” ? 

Mr. Kevrier.. You would have to appropriate the money to be spent 
during each year. 

Mr. Tuomas. What good is that going to do?. If they change their 
mind, the pressure is off of them to stay within the original limita- 
tion set by the appropriation, The tendency is to take it bite by bite, 
and T have seen a good many bites taken, and each bite is usually larger 
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i than the one just behind it, and up and up and up goes the appropria- 


tions every year. 
| Mr. Campsety. At the present time? Is that happening now or m 
i was that several years ago? ¥ 
i Mr. Tromas. Yes, I think that is true. Now, it is largely on 
account of inflation and perhaps something beyond the control of the hs 


committee or Congress on a day-to-day basis, but certainly if that 
i figure is going up and up now on the basis of inflation it would 
1 higher and higher and higher if you turned it loose on a veatte 


| appropriation basis after you gave them an unlimited check 3 or 4 be 
i years ago. m 
i Once you give them the contract authority, that is the blank check, 3, 
i} They make the contract and whatever that figure is the Congress will 
| have to supply the money to liquidate that contract because it is a ce 
legal obligation. 
| Mr. Camppett. The defense contracts are subject to cancellation. he 
; They all have carefully drawn cancellation provisions. ti 
} Mr. Tromas. Yes, they have some cancellation clauses. 
| Mr. Campnett. We are interested in the cancellation clauses. I ve 
think our counsel’s office has gone into that carefully. Obviously al 
those clauses would not be in there unless there was some intention ye 
bi that there might be a change in plans or a cancellation. ye 
Mr. THomas. They all have cancellation clauses. Whenever you | 
cancel them out you pay for the cancellation, too. You pay for the loss Ww 
incurred by the company. There is no getting around that. The com- th 
5 pany will not lose any money. th 
i Mr. Campsett. No, they would not. | 
| Mr. Tuomas. They will take care of themselves and the cancella- ae 
f tion clause, I presume, rightly takes care of the company for its wi 
Bh losses, losses sustained by the cancellation. It does not just obligate m 
F the Government to go and take 100 planes when it needs only 50, 
we will say; but whatever loss the company sustains by virtue of the al 
F several factors that go into that cancellation, the taxpayers pay. 
However, you cannot get away from the fact that it is a blank check. pl 
| The only getting away from that blank check is the cancellation clause. 
Mr. Campse.y. Or revision on an annual basis. - A 
7 Mr. THomas. Any way you look at it, it boils itself down to this: th 
You say it is impossible for the armed services to look 3 or 4 years do 
in advance to see what the prices will be and what their needs will be. 
T can go along with you up to a certain point. But after you have 
forced them to study it and come up with their best judgment, there 
is tremendous pressure on them to stay within that figure approved 
by Congress. ert 
e When you take it off, and you take it off when vou allow them to no 
change it every 2 or 3 weeks, the changes never go down; they always eS 
go up. I have seen it in Government too often. There might be a pos 
few exceptions but that is the general rule. she 
Does anybody else have anything to say about it? gu 
; Mr. Campreti. Mr. Morse is chairman of our policy staff and he 
has been working with me and the Bureau of the Budget and the . 
F | Treasurv Department. TI don’t know whether he has anvthing to add. wl 
; Mr. Morse. TI don’t think IT can add anything, Mr. Chairman. $1 
} We will be glad to provide snecific illustrations of how we think the Ww 


proposed change might result in improvement. 


— 


F 
i 
iy i 
' 
4 
p 
‘HH 








1253 


Mr. Tuomas. Detail them now. 

Mr. Morse. I am not prepared right this morning. We have some 
material to illustrate how this type of appropriation arrangement . 
works, or how we think it will work. 

Mr. Tuomas. We will not put anything in the record unless we 
have an opportunity to cross-examine you on it. 

Mr. Evins. How long have you been working on this problem? 

Mr. Morse. Our office has been working on it some 3 years. 

Mr. Evins. You have been working on it 3 years and you have 
been listening to the Bureau of the Budget and the Treasury Depart- 
ment and you don’t have any comments to give the committee after 
3 years of study ? 

Mr. Campsety. I think it was a matter of putting in the record 
certain specific examples which Mr. Thomas asked for. 

Mr. Evins. I know he said he could give examples, but he said he 
had nothing to add. I think that after 3 years’ study on the proposi- 
tion there should be some helpful comments for the committee. 

Mr. Tuomas. The NACA, who do their own construction on some 
very technical pieces of machinery, have taken the position all along, 
aided and abetted by the Appropriations Committee, as follows: “If 
you let us come up with an overall figure on items that take us 3 to 5, 
years to build, we will save money on it.” 

Has that not been their position right along? We have gone along 
with them, and they come in next year and point out that, by virtue of 
this lump-sum money, instead of spending $80 million, for example, 
- spent $75 million at the end of several years. 

t has been their contention that if the committee will go along 
with them and give them all the money they need on a dozen items 
which will take from 3 to 5 years to build—and it is lead-time 
money—they will save money. 

' Mr. Evrns. I think that is true. We operate both ways. Person- 
ally I am looking for light and we want to do the right thing. 

This is a highly controversial matter. The Committee on Appro- 
priations appointed a special committee to study the issue. 

Congressman Mahon, the ranking member of the Committee on 
Appropriations served as chairman of the subcommittee. They had 
the Secretary of the Treasury and Director Brundage before them. It 
does not appear that Mr. Campbell appeared. 

The report states : 


CONCLUSION ON ACCRUED EXPENDITURE METHOD 


For these and related reasons, it is the view of the subcommittee that the ac- 
crued expenditure method should not be adopted. It has disadvantages and offers 
no improvement. This is not to infer that present methods and processes are 
perfect or the best. There may be a better way to present and precess the Federal 
budget. The best system that can be devised ought to be employed, but the pro- 
posed accrued expenditure method is not it. The point is, there is no simple 
shortcut, no magic retrenchment device. No budgetary system has a built-in 
guaranty of economy or efficiency. 


That is the conclusion of the subcommittee. 

The Corps of Engineers comes before another subcommittee on 
which I serve and say, “The cost of this project will be, let us say, 
$150 million. We can use only $214 million or $5 million this year.” 
We appropriate only that money. 
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The next year they still carry forward in the justification the total 
cost, $150 million, and they ask for another $5 million, so the full fig- 
ure is before the committee all the time as to what the cost will 

Mr. Boranp. I notice that in the Corps of Engineers budget 
you say, we appropriate on a year-to-year basis for a particular or 
or project, but a great number of times the Corps of Engineers does 
revise its figures on what the ultimate cost will be as it progresses 
with the job. 

That is why I am wondering whether or not that could not happen 
in the Department of Defense. Instead of giving them $40 million for 
the aireraft carrier, or X millions of dollars for missiles, why not-—— 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Tuomas. Here is Dr. Dryden’s testimony. As you know, he is 
the Director of NACA: 


We like the procedure of appropriating the total estimated cost of these proj- 
ects. It is much better in the control of the people doing the design. If you 
leave it wide open and say you will go back and get the rest of the money next 
year there is no restraint whatsoever on the people doing the design. 

Mr. Campsett. Mr. Chairman, obviously this problem points to the 


Department of Defense more than to any other part of the Govern- 
ment. 


Mr. Tuomas. That is right. 

Mr. Campsett. For that reason, and in view of Mr. Evins’ remarks, 
I wonder whether we might spend a few more minutes on this and 
hear from Mr. Powers, the Director of our Defense Accounting and 
Auditing Division, who, therefore, is probably more concerned with 
this problem than anyone else in our Office. 

Mr. Tuomas. He is a very able citizen. Mr. Powers, we will be 
glad to hear from you. 

Mr. Powers. First, Jet me say this: I can appreciate the concern of 
this committee, as well as all subcommittees of the Appropriations 
Committee, on this problem. I might add that we who are in the de- 
fense picture certainly would never subscribe to an accusation directed 
toward GAO that we belong to the blank-check group in advocating 
this, Mr. Chairman. I think you can realize that our reviews and 
analysis of this problem are directed to provide you greater con- 
gressional control than presently exists. 

We do not believe that this basis will provide a means by which 
Congress will lose any of its present controls. On the contrary, we 
think that the arm of Congress, particularly of the Appropriations 
Committee, will be strengthened. T say that for this reason 

Mr. Tuomas. That is meat in the coconut. What is the reason? 

Mr. Powers. It will require the Department of Defense in its justi- 
fications for additional requirements annually to review with you and 
justify not only the requirement for new funds but how 

Mr. Trromas. If they have already made a contract, what good will 
an annual justification do the Congress? We have to pay the bill. 
The horse is out. Why tell Congress that the horse is out and we can 
close the door? How are you going to close it if they have already 
made a contract? That is the point. You gave them that authority 
in advance to make the contract. What good will it do to come back 
and review it after it already has been made? 
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Mr. Powers. In terms of the total cost of that program, Mr. Chair- 
man, let us assume, for example, that it is related to the procurement 
of aircraft; Congress has given them, clearly, a mandate indicating 
approval for so many wings of various types. As you well know, not 
all those contracts are placed in the year or in the amount that it will 
take to get those wings operational, 

Mr. Tuomas. Go ahead. 

Mr. Powers. As they move along, there are conditions and circum- 
stances which develop which require changes not only in the contracts 
but in terms of the program, planning, procurement, and specifications. 

Mr. Tuomas, You are certainly inviting changes, are you not? 

Mr. Powers. No, sir. 

Mr. Tuomas. Why not? 


Mr. Powers. Simply because of the reason that the thing Congress 
is interested in is to have these types of forces operational by a given 
period of time. 

Mr. Tuomas. Your very language invites the change. They are 
building a dam out here. After they have built it halfway, you think 
you ought to invite them to turn around and change it? Is that 
what you are talking about ? 

Mr. Powers. No, sir. We are suggesting they should come up and 
disclose that this will be the cost of this dam. 

Mr. Evrns. They do that already. 

Mr. Powers. In this period we will need to place contracts in this 
amount. In this next period we will spend this amount. 

Mr. THomas. We object to this “next period.” When you make a 
contract, you should live up to it and follow it out. You think they 
will improve it by changing it overnight, as the Atomic Energy 
Commission is doing around here? They make a contract, get 200 
or 300 people working, or 2,000 or 3,000 people, and let them work all 
day, all this week, and next Monday morning they tear it out and 
start all over again? They say, “We don’t like what you did.” Is 
that what you are inviting? 

Mr. Powrrs. No, sir. 

Mr. THomas. What are you inviting? 

Mr. Powers. In addition to obligational control, we feel 

Mr. Tuomas. Can’t you see that all you are inviting is trouble? 

Mr. Powers, You mean on the basis of their disclosing what they 
are going to do with the unexpended funds? 

Mr. Tuomas. You are inviting changes. 

Mr. Botanp. That might be good, Mr. Chairman. 

Mr. Tuomas. It could work either way. 

Mr. Powers. All we are saying is that, in addition to obligational 
control, Congress should be provided the means of evaluating the 
validity of their request in terms of total available resources, includ- 
ing unexpended balances. 

Mr. Tuomas. You are inviting a change in plans. That is what you 
are inviting, are you not? 

Mr. Powers. No, sir. 

Mr. Tuomas. If you are not inviting a change in plans there should 
be no change in expenditures except a change that nobody will be able 
to control, and that is due to inflation or deflation. Certainly the 
armed services will not control it, to say the least. 
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Mr. Powers. I am starting with the basic premise that Congress 
has directed the executive branch to carry out a specific program, 
For example, they have authorized, approved and appropriated specific 
funds for so many aircraft wings. 

Congress is not interested in paper wings. They are interested in 
the fact that they are going to have these wings by a specific period 
of time so that they can meet the operational requirements that will 
adequately protect the security of our country. 

Mr. Tuomas. You are overlooking another big thing there. They 
are interested in getting that product at the lowest and cheapest cost. 
Apparently you are overlooking that item of the lowest and cheapest 
cost. 

Mr. Powers. No, sir. In fact, we are interested in seeing to it that 
they do get it at the cheapest price and cost even though they may 
have contracted at what we think is an unreasonably high cost. 

In our work on a day-to-day basis 

Mr. Tuomas. You have a lot of experience with this program. How 
many times have you run into these contractors where they come to 
Mer and say “We outtraded the armed services and we want to turn 

ack eight or nine million dollars.” ? 

Mr. Campsett. That is the case covered in my statement. 

Mr. Tuomas. You went tothem. They didn’t come to you, did they? 

Mr. Campsett. No. 

Mr. Tuomas. You had some trouble getting them to pay that money 
back then, did you not ? 

Do you have any examples of where they come to you and want 
to turn back some money by virture of an accrual basis contract? 
After they have worked on it a year has anybody said “After working 
on this a year we found out we charged the Government too much 
and we want to pay back so much money.” 

Mr. Powers. Yes, sir. 

Mr. Tuomas. That is the exception rather than the rule, is it not? 

Mr. Powers. I would say so. 

Mr. Tuomas. The rule is that if they have worked on it a while 
and there is no fixed contract they will say “We underestimate this 
and we need so much more.” That is more often what happens, is it 
not? 

Mr. Powers. I think that is probably true, Mr. Chairman. There 
is one thing I should say, and we are not advocating elimination of 
any controls. 

Mr. Tuomas. No, but you are giving them an open-end invitation 
to increase that cost. as I see it. 

Mr. Evrns. We are doing just what you are proposing in the Corps 
of Engineers budget justification. The fear I have is that this will 
operate to give more power to the Budget Bureau and the ae 
Department and to the executive branch than it will to Congress. 
should like to strengthen the hands of the Congress. That is your 
announced objective, also I know. 

Mr. Campsetux. It certainly is. 

Mr. Evrns. I think Congress should have more control over these 
matters. 

I have a thought that perhaps this is another tool to implement 
and strengthen the Budget Bureau, regardless of which administra- 
tion is in power at the time. 
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Mr. VurseLy. Not being a member of the Defense Department Ap- 
ropriation Subcommittee many of us need more initiation: at 
east I do. 

Assuming that you carry over $20 billion on the Defense appropria- 


tion bill. A great deal of that has practically been contracted for. 
Is that correct ? 


Mr. Pownrs. Yes, sir. 

Mr. Vurse.u. Has all of it been contracted for? 

Mr. Powers. No, sir. 

Mr. Voursety. That which has not been contracted for is watched 
closely by Congress. The question which bothers me is this: If you 
let a contract for a certain number of wings and you know these con- 
tracts will run to $1 billion or $2 billion, I am wondering if this pro- 
posal to keep a closer watch on this matter would not bring about 
some confusion, a great many hours of time on the part of the con- 
tractors, and perhaps many hours of time on the part of the Congress 
if you appropriated each year? Perhaps it would really slow down 
the national defense. 

Can you explain to me why it would not? Briefly explain it and 
then we will go on to something else. 

Mr. Powers. This is an oversimplification, sir, but I want to make 
three main elements clear. 

The Department of Defense would be required to show the total 
cost that it will take to equip these wings and the period and time 
that the costs are applicable. 

Second, they would have to show that portion which is already 
funded and for which Congress has appropriated funds, and they 
should indicate how much they need this year to place under contract 
so that the Congress has the information at all times with respect to 
the accomplishment of that program—what the total cost is, how 
much you have provided funds for, what the current needs are this 
year for the funds. 

More importantly, the Congress does not eliminate any controls 
which they presently have. 

Mr. Vursetu. If they do not eliminate any controls they now have, 
if you have these contracts let, Congress knows how eon’ they have 
used, they know about how much they have yet to use, does not that 
contract continue to run? Would it do much good for the Congress 
to take any further look at it than they do at the present time? 

Can we change a contract in being without agreement so far as 
changes are concerned? It is a problem too big for me to figure out. 
I have given a lot of thought to it and I am concerned about it. I 
wonder whether or not it might slow down national defense, cause 
more work—which means more money on the part of the contractor— 
and it might cause additional work on the part of the Congress with- 
out making any appreciable savings at the same time. 

I am not convinced myself that it is practical. However, I know 
that you gentlemen have a greater knowledge of this problem than 
T have and that is why I ask the questions. 

Mr. Botanp. It seems to me there is a chance there would be real 
savings on this particular basis. He says experience in the past has 
indicated costs continue to go up and up, experience they have had 
in various departments on an accrued basis shows the costs have gone 
up, and if you allow the Department of Defense to operate on the 
same basis, costs would continue to accelerate. 


| 
| 
| 
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I think there is a good change ay might come down, too, if you 
appropriate a certain amount of dollars to procure an aircraft car- 
rier, for example. It would seem to me the industry building the 
carrier probably would like to stay within that budget and if they can 
build them a lot cheaper but still get the amount of the overall con- 
tract I do not think they will reduce that amount at all. 

Of course, there is a lot of argument on both sides of this. There 
is a lot of thinking on it. There is a lot of opposition to this and 
a lot of support. 

I think exaggerations are heavy on either side. 

One of the things that rather impresses me with respect to the 
whole argument is the fact that industry itself opposes this. The 
electronics industry is exercising some influence against this proposal, 
That would seem to indicate that they were afraid that perhaps this 
would mean they would get less money for the material or equipment 
they would sell the Government. 

Mr. Evrns. I want to say for the record that I have a very high 
regard for Mr. Campbell, the Comptroller General personally, and 
also the GAO agency which he heads, 

This is a great agency of the Government serving Congress—not 
only serving Congress but serving the agencies of government and the 
public interest. 

Mr. Campbell already has cited several illustrations of millions of 
dollars saved the public through its various investigations. 

One of the questions I had that I wanted to ask about was on the 
subject we just discussed, particularly with respect to the Depart- 
ment of Defense. 


GAO ANALYSIS OF LEASE-PURCHASE PROGRAM 


I think the chairman now wishes us to discuss the GAO’s report 
on the cost analysis of various lease-purchase projects proposed to be 
built by the General Services Administration, 

The GAO has furnished this committee with a report. I ask that 
the full report be included in the record at this point. 

(The report referred to follows:) 


COMPTROLLER GENERAL OF THE Unttrep STatess, 
Washington, February 27, 1958. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives. 


Dear Mr. CHARMAN: In accordance with your request, we have prepared an 
analysis of the estimated cost factors involved in the acquisition of 96 General 
Services Administration public buildings projects, approved by the Committees 
on Public Works of the Senate and the House of Representatives pursuant to 
Public Law 519, 83d Congress (68 Stat. 518). Our analysis, which was made 
with particular regard to the estimated funds required to carry out the acquisi- 
tion of the projects under the lease-purchase program and by direct appropria- 
tion, is based on current estimates by GSA as to project costs, as shown in the 
GSA budget justifications for fiseal year 1959, and gives consideration to the 
agency’s recent financing experience under the lease-purchase program. 

On the assumption that all funds appropriated by the Congress for the acquisi- 
tion of these projects are provided by the Treasury through borrowings at an 
annual interest rate of 3 percent, and are repaid out of current revenues by equal 
annual amortization payments over the periods of the purchase contracts, the 
results of our analysis are summarized as follows: 





| 4.5 percent 5 percent 
purchase purchase 


contracts eontracts 


| 
mdheohees ais — ; + ne 


Estimated funds required for 96 projects: 
Projects acquired under lease-purchase program. -- -_- _....| $1, 772, 555,000 | $1, 842, 442, 000 
Projects acquired by direct appropriation._...__..._.....__.--..--- | 1, 079, $80, 000 1, 079, 880, 000 
Additional appropriations required under the lease-purchase 
program : a Sa ; : - ' . _ 692, 675, 000 762, 562, 000 





Percentage increase in funds required for lease-purchase program over 
funds required for direct appropriation eee 5 i Sie Sa 64.1 70. 6 


The considerations involved in this analysis are different from those in the 
summary which we submitted to you on February 14, 1958, principally in the 
following respects : 

1. In this analysis we have used current GSA estimates for project costs 
instead of the earlier cost estimates contained in the prospectuses approved 
by the Committees on Public Works. These current estimates for project 
costs exceed the earlier estimates by about $68 million. 

2. In recognition of GSA’s recent financing experience, we are including 
in this analysis an estimate of the funds required to finance the projects 
under the lease-purchase program at a minimum annual interest rate of 
4.5 percent instead of 4 percent. We have also taken into account pro- 
posed revisions by GSA in the purchase contract periods for certain projects. 

3. We have eliminated from our computations two small projects for post 
offices (Breese, Ill., and Smithville, Tenn.) to be financed from $500,000 
provided for construction in the 1958 GSA appropriation “Sites and ex- 
penses, purchase contract and public buildings projects.” 

Further details relative to our analysis are contained in the accompanying 
report. 

_ Sincerely yours, 
JOSEPH. CAMPBELL, 
Comptroller General of the United States. 


Report ON ANALYSIS OF EsTIMATED Cost Factors INVOLVED IN ACQUISITION 
or 96 PusLtic Bur~pines Prosgcts UNpeR LEASE-PURCHASE PROGRAM As COM- 
PARED WITH ACQUISITION By Drrect APPROPRIATION GENERAL SERVICES AD- 
MINISTRATION, FEBRUARY 1958 


In accordance with the request of the chairman, Subcommittee on Independent 
Offices, Committee on Appropriations, House of Representatives, the General 
Accounting Office has prepared an analysis of the estimated cost factors in- 
volved in the acquistion by the General Services Administration (GSA) of 
%6 public buildings projects approved by the Committees on Public Works of the 
Senate and House of Representatives pursuant to Public Law 519, 83d Congress 
(68 Stat. 518). Our analysis was made with particular regard to the estimated 
funds required to carry out the acquisition of the projects under the lease-pur- 
chase program and by direct appropriation. 


SUMMARY OF ANALYSIS a 


The results of our analysis are summarized as follows: 


4.5 percent 5 percent 


purchase purchase 
| contracts j contracts 
Estimated funds required for 96 projects: 
Projects acquired under lease-purchase program | $1, 772,555,060 | $1, 842, 442. 000 
Projects acquired by direct appropriation sya 1, 079, 880,000 | —‘:1, 079, 880, 000 
Additional appropriations required under the lease-purchase pro- 
gram _ 692, 675, 000 | 70, 562, 000 





Percentage increase in funds required for mn program over 
funds required for direet appropriation...____- ibe 64.1 | 70. 6 
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ESTIMATED COST FACTORS 
The estimated cost factors involved in the acquisition of the projects under the 


lease-purchase program and by direct appropriation are compared in the follow- 
ing tabulation. 


Projects acquired 





Under lease-purchase 





By direct 

appropria- 
tions 4.5 percent 5 percent 
purchase purchase 


contracts contracts 








Estimated construction costs....___._.-- biaematined Soa OA. Oe $683, 984,000 | $683, 984, 000 
Interest on purchase contracts.__..._.........___. abe aminaa --| 446, 736,000 504, 345, 000 





Total payments under purchase contracts... .._.__.._...|__............]1, 130, 720,000 | 1, 188, 329, 000 
Other costs payable by direct appropriation: 
Real estate taxes on buil ne for + Sarees of oe, 
contracts......... ahs .-----------=| 2651, 682,000 251, 682, 000 
Sites and other project costs....................-....-.--_- 73, 924, 000 73, 924, 000 73, 924, 000 


oy — required, exclusive of interest on appropri- 


ape ret lL iti ay 757, 908, 000 |1, 456, 326,000 | 1, 513, 935, 000 
Interest at 3 percent on ere funds is required to make 
ing payments._._-___- ----------| 321,972,000 | 316, 229, 000 328, 507, 000 


Total estimated funds required -_-...................-..|1, 079, 880, 000 78, 8,000 1, 842, 442, 000 











DIRECT ACQUISITION COST 


Based on current GSA estimates for project costs, as shown in the GSA budget 
justifications for fiscal year 1959, the 96 projects covered by our analysis involve 
a direct acquisition cost of $757,908,000, not including the cost of sites acquired 
by the Government prior to the approval of the projects and considered for use 
in these projects. The direct acquisition cost of $757,908,000 consists of esti- 
mated construction costs amounting to $683,984,000, and site acquisition, design, 
and other project costs totaling $73,924,000. GSA’s current estimates for project 
costs exceed by about $68 million the cost estimates contained in the prospectuses 
approved by the Committees on Public Works. 


INTEREST ON PURCHASE CONTRACTS 


We have made separate computations of the estimated funds: required to 
finance the projects under the lease-purchase program at annual interest rates 
of 4.5 and 5 percent. The rates of 4.5 and 5 percent were selected, inasmuch as 
the lowest acceptable bids received by GSA during December 1957 and January 
1958 for financing 16 projects ranged from 4.574 to 5 percent. The periods of the 
purchase contracts considered in our computations range from 10 to 30 years, 
in accordance with the current policies of GSA, as follows : 





Number of | Estimated 








Proposed years of purchase contracts projects SS 
cos 
Mk ds Secsdicklducccbvevdecevb sees alblgirescusecsesacckbsediecubevenseeres see 49 $37, 468, 000 
BU rituals dt Uo dso Jie Cdb sapien bonds co cease seen osidwhdeccosdbnsonasene 1 7, 500, 000 
ei a ann bbb bike <nnadde ns anwosenarsonbotneyuiben cone sesninde anne 5, 500 
EN hi hat ondbwennesensancuésnsenaguncestonecmaecesescesas 43 591, 245, 500 
ie eR Et a ide senmadsuocnansusccvtbursebsbbnshlcctusdnsocbewae 2 42, 678, 000 


Ne ee tte ap ee eae tad Mia oe AE FE. TS 96 | 683, 984,000 








~~ 


—_- 
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The terms of the proposed purchase contracts provide for equal quarterly 
payments, amortizing principal with interest over the purchase-contract periods. 
On this basis, the interest payable on purchase contracts for the 96 projects 
amounts to $446,736,000 at 4.5 percent and $504,345,000 at 5 percent. 


REAL-ESTATE TAXES 


Public Law 519, 83d Congress, provides that real property acquired under 
the lease-purchase program shall be subject to State and local taxes until title 
to the property passes to the United States Government. Accordingly, our 
computations of the funds required to finance the projects under the lease- 
purchase program include the estimated real-estate taxes on buildings payable 
for the periods of the purchase contracts. Based on GSA estimates of annual 


taxes, the total real-estate taxes payable for the purchase contract periods 
amount to $251,682,000. 


INTEREST ON APPROPRIATED FUNDS 


Our analysis includes computations of interest at an annual rate of 3 per- 
cent on the estimated funds required to be appropriated by the Congress to 
carry out the acquisition of the 96 projects by direct appropriation and under 
the lease-purchase program. By includuing interest on appropriated funds, we 
are recognizing that funds appropriated, whether for direct acquisition of the 
projects or for payment of annual costs under lease-purchase contracts, could 
otherwise be applied toward reductions of the interest-bearing public debt. 

Our interest computations have been made on the ussumption that the funds 
appropriated for the acquisition of these projects are provided by the Treasury 
through borrowings at an annual interest rate of 3 percent, and are repaid out 
of current revenues by equal annual amortization payments over the periods of 
the purchase contracts. We consider the 3-percent interest rate to be a reason- 
able one for the purposes of this analysis in the light of the average interest 
rate on marketable public-debt obligations outstanding at January 31, 1958 
(2.914 percent). For the purpose of comparability of interest costs under both 
methods of acquisition, we have used the periods of the purchase contracts as 
the assumed periods over which all funds appropriated for the acquisition of 
the projects would be repaid out of current revenues by equal, annual, amorti- 
zation payments. 

On the basis of the foregoing assumptions, the estimated interest on appro- 
priated funds amounts to (1) $321,972,000 for financing by direct appropria- 
tions, (2) $316,229,000 for financing appropriations under the lease-purchase 
program with 4.5-percent purchase contracts, and (3) $328,507,000 for financing 
appropriations under the lease-purchase program with 5-percent purchase 
contracts. 


RECONCILIATION OF COST ESTIMATES SHOWN IN GSA BUDGET JUSTIFICATIONS WITH 
DIRECT ACQUISITION COST USED IN GAO ANALYSIS 


Following is a reconciliation of the total estimated cost of projects listed in 
the GSA budget justifications for fiscal year 1959 with the direct acquisition 
cost of projects covered by this analysis. 








4 
5 
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Cost currently 
estimated by GSA 


Estimated cost of 96 projects listed on pp. 103 through 107 of GSA 
budget justifications for fiscal year 1959_.__......._____-__-___ $748, 039, 000 
Add approved projects not listed by GSA because action to acquire 
the projects has been deferred through fiscal year 1959 : 
Franconia, Va., warehouse building_....._____._._..___-_~_- 7, 
) 


Portland, Oreg., Federal office building 





Total __ T6O0, 638, 000 








Deduct projects listed by GSA which are to be financed from 1958 
GSA appropriation, “Sites and expenses, purchase contract and 
public buildings projects” : 

Breese, Ill, United States post office, etec__.____._____- $255, 000 
Smithville, Tenn., United States post office, etc 300, 000 


le ti a he 555, 000 


Estimated cost of 96 projects covered by GAO analysis, including 
cost of sites acquired by the Government prior to approval of 


rn ee ee eee 760, 083, 000 
Deduct cost of sites acquired prior to approval of the projects 

and considered for use in the projects___.______-_-_-_______-___-_- 2, 175, 000 
istimated direct acquisition cost of 96 projects covered 

by GAO afialysis_________-_- Siesta tage ae eerie nee oe 757, 908, 000 


Mr. Evins. Page 2 points out that estimated funds required for 96 
projects under the lease-purchase program at 414-percent interest 
would amount to $1,772,555,000. That would be the entire cost at the 
414-percent interest rate. 

At the 5-percent interest rate the contracts for the 96 projects would 
be $1,842,442.000. 

The Comptroller General points out that under direct appropria- 
tions the cost would be $1,079,880,000, or an estimated savings of 
$692,675,000 on the 414-percent interest rate procedure. and $762,562,- 
000 at the 5-percent interest rate. 

This includes Treasury borrowings at current interest costs. 

T believe, Mr. Campbell, you conclude that these projects under the 
lease-purchase proposition would be represented by the 70-percent in- 
crease under that method? 

Mr. Camesetn. On the 5-percent basis; yes. 

Mr. Evins. That certainly is a substantial increase in cost. T think 
this isa very worthwhile report. 

Do you have other factors you would like to point ont, Mr. Campbell, 
other than the interest factors? 

Mr. Campseti. I might draw your attention to the tax situation. 
On page 4 we have a short comment on real-estate taxes. Under lease 
purchase local taxes would be paid. 

Mr. Evtns. Based on GSA estimates of annual taxes the total real- 
estate taxes payable for the purchase contract periods would be 
$251,.682,000. 

Mr. Camppeu. Yes, sir. 

Mr. Evrns. That is a sizable tax. We pointéd out previously the 
interest costs, Mr. Chairman. 

Off the record. 

(Discussion held off the record.) 
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SUMMARY JUSTIFICATION DATA 


Mr. Tromas. We will insert page 3 in the record and also the table 
showing that for 1958 the General Accounting Office had 5,791 appro- 
priated positions at a total cost of $36,050,000 and this year they want 
$38,300,000. 

(The pages referred to follow :) 


PROGRAM AND PERFORMANCE 


The estimates for the General Accounting Office for the fiscal year 1959 in the 
amount of $38,300,000 represent an increase of $2,250,000, or 6.24 percent over 
the amount available for 1958. The major portion of the increase is $1,275,000 
for expansion in our professional staff, and $750,000 to provide travel support 
for the staff in our accounting, auditing, and investigative activities in the 
United States and abroad. The balance of the increase is for contributions to the 
civil service retirement fund for a full year and for other objects of expenditure. 

The increased funds requested for the accounting, auditing, and investigative 
activities will provide for approximately 212 additional professional accountants 
over the number provided in the 1958 budget. In view of our success during 1957 
and 1958 in the recruitment of highly qualified accountants we are most opti- 
mistic about reaching our staffing goal for 1959. During the fiscal year 1957 our 
increased recruiting efforts produced a net increase of 236 accountants and, since 
July 1 of this fiscal year, we have had an additional net increase of 98 account- 
ants. 

The fiscal year ended June 30, 1957, marked the completion of the first full 
fiscal year of operation under our realined accounting, auditing, and investigative 
activities and, during the year, continuing improvements in management of our 


widespread operations and increased coverage of the vast defense expenditures 
have resulted. 
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PERSONAL SERVICES 


. Tuomas. | note that provides for an increase of 72 jobs. 
. Feeney. That is the gross number of positions. 
. Tuomas. At an increased cost of $1,275,000. 


WASHINGTON AND FIELD PERSONNEL 


‘Those employees are located in the District of Columbia and in 
the field. In 1958 in the District of Columbia you had 3,680 people 
against 1,860 in the field, and for 1959 you reduce the number in the 
District of Columbia to 3,678 and you increase the field to 1,967. 

Mr. Campsety. Might I go back to a discussion we had a year or so 
ago on the number of people we have in Washington as compared 
to those in the field ? 

Mr. Tuomas. Yes. 

Mr. Campsett. At June 30, 1954, we had 4,123 people in the District 
of Columbia. At December 31, 1957, we reduced that. to 3.479. 

Mr. Tuomas. I have a figure of 2,539. This is for 1958 in the Dis- 
trict of Columbia. Ath I reading the chart wrong‘ 

Mr. Ketter. You are reading the total employees for activities other 
than accounting, auditing, and investigative areas. They are in 
Washington. In addition certain of our accounting and auditing per- 
sonnel are in Washington. 

Mr. Tuomas. Where is the table between the field and the District? 
I thought those figures sounded too good. 

Mr. Ketier. Page 22. 


LOCATION OF FIELD PERSONNEL 


Mr. Tuomas. Insert page 22 in the record. 
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(The page referred to follows:) 


U. 8. GeneraL AccountTING OFFICE 


Location of field personnel, Dec. 31, 1956 and Dec. 31, 1957 


| 
Regional ote, suboffices, posts of | 1956 : | Regional offices, suboffices, posts of | 1956 | 1957 
duty luty 





~I 
_ 


New Orleans 

New York.._..._-.-- 

Norfolk._...._--- 
Richmond__-.------ 

Philadelphia_-___-_-_- 

Portlan : 


Memphis_-.--_- 
Jacksonville _- 
Boston... ..-- 


Cincinnati !. _- 
Oak Ridge 
Cleveland -__.__-. 
Pittsburgh -. 
Dallas... 
Fort Worth. = 
Oklahoma City.. ees 
fan Antonio... _. 
Dayton ! SDE rita 
I hth ook anes cueba 
Colum bus__--- 
Indianapolis 
Denver... 
Albuquerque_- 
Idaho Falls 
Los Alamos_-_ 
Salt Lake e City. 
ee ae 


— 


Se! 
neo! 


St. Paul_- lesan Pd 
San Francisco--__----- 
Honolulu_- ; 
Sacramento_...._.__- 
OUTS online Maca toa 
Anchorage_-_- 


isso daw 


| SoBaoRSFui & 


| Sarco 


Branches: 
Cleveland... 
OR i cisions 
Indianapolis_- 


wo 


aw 
m1 


Grand total, all field, A, pecotnnel 


Kansas City___- (United States) _..-- ..}1, 559 


to keeles... 2. 
Phoenix_- 
San Diego 


so 
oc 








1 Dayton iieleen office abolished in December 1957. Cincinnati regional office established in December 


1957. Dayton staff reassigned to Cincinnati and to Air Foree group, Dayton staff of Defense Accounting 
and Auditing Division. 


Breamagun of branches by division 


| Cleveland Denver - | tnatanapons 
diatnecepiadtcsil aa 
} 


1957 | 1956 | 1957 | 1956 1957 


ical lt 


Defense Accounting and Auditing Division oy 153 | 246 237 
CO  , _,, aaa ee ae selesdoentecnnea: Gl 70 
Division of Personne! ‘1 | 1 | 2 2 





Ree Gin Soe ee Sa 160 >| | 312 | 309 





Mr. Tuomas. This is a breakdown by offices which is a very fine 
table. You have it only up to 1956-57. Don’t you have a better table 
than this? I thought there was a better table somewhere between the 
field and District showing comparable figures for 1958 and 1959. 

What are the appropriated positions for 1958 and 1959 for the field 
and the District? 

Mr. Frenry. On the chart for 1958 the total number of positions 
was 5,791. For 1959 it is 5,863. 

Mr. Tuomas. Between the District and the field now. 

Mr. Freeney. I will furnish the breakdown between District and 
field. 


(The information requested follows :) 
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Location of field personnel, Dec. 3', 1956, and average number, fiscal years 1958 






























































and 1959 
Aver-| Aver- Aver- | Aver- 
Regional offices, suboffices age age Regional offices, suboffices age age 
(posts of duty) 1956 | num-/ num- (posts of duty) 1956 | num- | num- 
ber, ber, ber, | ber, 
1958 1959 1958 | 1959 
Lt nienieassatpheneowe 71 73 93 || Philadelphia................ 60 92 96 
Memphis---......-- EF ody agin ds mca ndcngta sina 25 29 35 
Jacksonville. _......}...-..- 7 fF OO See eee ae 34 52 48 
tian anebantionnn seuth 49 65 Or de PKs atltnanaiwienin qannn 26 39 36 
Chicago - Sign aiegede oe eaiiaert 62 64 68 || San Francisco. -_......--..-- 55 72 75 
Oincinnati !_ _ .....-........ 1 25 40 PO eee 3 4 4 
Oak Ridge...........--- 7 x x Sacramento. -------.}...---- 5 5 
Cleveland ._........-......- 29 33 37 || Seattle............. 37 53 54 
Pittsburgh... .........-. 9 9 9 Anchorags.............. BD Dueatelpnaxa-- 
Pees 52. 2.352501 6k db 47 71 77 penne ene me 
Fort Worth_......-- Oh dt ceet he oesiie > | ES 957 | 1,207 | 1,319 
Oklahoma City-.._- 3 3 3 
San Antonio--.....- 3 5 5 || Branches 
DINE. . etnias Snes tiinnn 39 44 60 Cleveland. -..........-.- 130 125 120 
Louisville... ............ 7 ~dddia Demver _--_---- dade 160 151 151 
Columbus. ......... Bic neeiea soda Indianapolis -_.........- 312 301 301 
Indianapolis -_- ---_- SP osdeeiisekces 
tnt ici sieve ogc b= sd 63 | 74 77 AE i cttecentintickcn e02 | 577 | 572 
Albuquerque. -_........- 9 7 7 SS _ SS SS 
Idaho Falls--__---- 3 4 4 || Foreign branches: 
Los Alamos... _......-.- 3 3 3 European: 
Salt Lake City- 3 1 1 Pees ik wean 31 31 29 
Detroit. _....._....- phn 37 44 48 || Frankfurt. _-... 16 16 15 
ee ey eg 3 3 | London... 4 4 3 
Kansas City_.......-....-.- 40 45 50 Madrid_____.._- 7 6 | 4 
eS ee ee eee | 40 57 | 78 ces otsee 3 3 3 
Phoenix pip aee 5 3 3 |! Far East: Tokyo-.---..- 11 16 22 
San Diego--...-....-- 2 5 5 i} nena 
New Orleans. -_.........-.- | 34 51 42 | DOU atc cieissiiinns 72 76 76 
ST, SO Menncnncotthdsdanck id | 113 115 130 | = SS 
Norfolk. . - -. a Sate 10 28 | 32 |) Grand total, all field | 
Richmond_..-- 7 9 | 9 | personnel. -._....... | 1,631 | 1,860 | 1,967 
| 











1 Dayton regional office abolished in December 1957. Cincinnati regional office established in December 


1957. Dayton staff reassigned to Cincinnati and to Air Force group, Dayton staff of Defense Accounting 
and Auditing Division. 


COLLECTIONS MADE BY GAO 
Mr. Tuomas. Page 2 is a very fine table. It shows collections by 
and through the efforts of the General Accounting Office, 1950-58. It 


is a breakdown which shows fine detail. Insert page 2 at this point. 
(The page referred to is as follows:) 


Collections by or through the efforts of the General Accounting Office, 1950-58 














General Transporta- General Investiga- Postal Total 
Fiscal year audit tion audit claims tions ! accounts collections 
and claims 

EE Se $14, 641, 573 $19, 535, 714 $4, 945, 985 $2, 669, 941 | 2 $992, 064 $42, 785, 277 
atte iti nara 11, 005, 524 27, 522, 248 7, 491, 969 1, 786, 433 2 251, 054 48, 057, 228 
Sittin diniviinins te qenie 9, 249, 859 | 36, 753, 273 9, 078, 162 643, 646 |.....-..--.... 55, 724, 940 
DE edaccdicivddan 10, 666, 556 37, 625, 824 7, 363, 035 oy ER he 56, 891, 625 
ay Gees >? f 12, 016, 333 40, 755, 453 7, 894, 527 593, 642 |....._- jolted 61, 259, 955 
inninioeinn Mandl 9, 816, 665 38, 512, 444 6, 015, 285 902, 766 |... tual 55, 247, 160 
i ingoato siaiea 8, 286, 770 52, 097, 027 7, 387, 496 401, 47' Sioa 68, 172, 772 
M02 s2usdaren'a 6, 791, 044 47, 654, 842 PD. Brtinicbinns cacbhineaees ia 64, 871, 911 
1958 3_ 14, 000, 000 23, 066, 278 3, 765, 050 ipbilinovedd Sobuu benecuss 40, 831, 328 
ce pe nrg ep be ns cecieiaestaatie 

OL 96, 474, 324 | 323, 523, 103 64, 367, 534 8, 234, 117 1, 243, 118 493, 842, 196 





1 Consolidated with accounting and auditing functions as of July 1, 1956, and reported under general 
audit in fiscal year 1957. 

2 Does not include collections for accounts with foreign countries and in fiscal year 1951 represents col- 
lections to Nov. 14, 1950—date of function transfer to Post Office Department. 

3 July 1, 1957, through Dee. 31, 1957. 
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General audit collected $6,791,044 in 1957. That is the smallest 
amount you gentlemen have collected since 1950. What was the mat- 
ter in that year? 

You mean you have been doing such a fine job in years gone by you 
didn’t have to make so many changes? 

Mr. Camrcett. That might be. Of course, it is difficult for us to 
estimate or even find out what the overall savings are in the audit, 
accounting, and investigative work. 

Mr. Tuomas. $47, 654. 842 were collected in 1957 on the transporta- 
tion audit. 

General claims shows $10,426,025 collected in 1957. 

Investigations have been consolidated, postal accounts have been 
transfer red, but the total collections by virtue of the activities of the 
General Accounting Office for 1957 amount to $64,871,911. 

You certainly did pay your way. 

Mr. Camrsett. For the first 6 months of this fiscal year the figure 
is $40,831,328. 

Mr. Tuomas. It seems this will be the big year for the General Ac- 
counting Office. 

It points up that you not only pay your way but that that is not the 
entire function of the GAO. You cannot measure the usefulness of 
the General Accounting Office in terms of the amount of money paid 
back by virtue of your investigations, audits, and so forth. 

That is just one of the yardsticks to measure usefulness but it is not 
conclusive, by any means, and certainly not the only one. 

Mr. Camrret.. That is right, sir. 


Criarms Drviston 


Mr. Tuomas. In the Claims Division you had 635 employees last 
year and you will bring it down to 617. The cost last year was 
$3,486,900 against $3,409 000 requested. 

This includes other objects or just salary costs? 

Mr. Ketter. Just salary costs, Mr. Chairman. 


SCOPE AND NATURE OF WORK PROGRAM 


Mr. Tuomas (reading) : 


Legislation provides that the General Accounting Office shall settle claims by 
and against the Government. The Claims Division processes all claims received 
in the General Accounting Office except those involving common carriers incident 
to rates, fares and charges, which are processed by the Transportation Division. 


Insert pages 44, 45, 46, and 47. 
(The pages referred to follow :) 


Criaims Diviston—Scorpge AND NATURE OF WorK ProGRAM 


Actual or estimated obligations—Personal services 


Fiscal year Number Average Net salaries | Change in 
number salaries 


657 | 635 | $3, 486, 900 Moai 
634 617 3, 409, 000 | —$77, 900 


=. 
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Legislation provides that the General Accounting Office shall settle claims by 
and against the Government. The Claims Division processes all claims re- 
ceived in the General Accounting Office except those involving common carriers 
incident to rates, fares, and charges, which are processed by the Transportation 
Division. 

Claims properly for settlement by the Claims Division are classified here as 
“payment claims” if the claims are against the Government, and as “debt claims” 
if the claims are by the Government, and are considered and settled in the Pay- 
nient Claims Branch and the Debt Branch. This organizational arrangement 
permits specialization in each class of claims and, because of the difference in 
procedural requirements, makes it possible for the Claims Division to perform 
its functions more efficiently and economically. Payment claims are generally 
referred to this Office because there exists such doubt as to the facts or law 
involved as reasonably to preclude accountable officers from making payments, 
however, some classes of claims are referred here for settlement pursuant to the 
requirements of laws and regulations. Debt claims are referred to this Office 
either because they involve doubt as to the amount due the United States, or 
because they are uncollectible by the administrative offices and, pursuant to 
General Regulations No. 129 dated July 30, 1956, are transmitted here for 
further action. 

The organization of the Claims Division also includes a liaison, procedures 
and internal review staff, whose duties include liaison contracts with the various 
departments and agencies on claims matters to establish and maintain a closer 
coordination of related operations with a view to avoiding duplication of actions 
and unnecessary work. Through efforts of the staff there has been a continued 
improvement in the form and substance of reports transmitting claims to this 
Office for settlement action with the result that development actions here are 
reduced to a minimum. 

Liaison work has been most vigorously pursued in those agencies which refer 
here the major volume of our claims, and practically all departments and agencies 
have been contacted during the fiscal year 1957. Even though the functions and 
operations of some agencies (particularly commissions, boards, ete.) are so 
limited as not to generate numerous claims for referral to this Office, they too 
have been contacted for the purpose of promoting better understandings and 
procedures, and to assure ourselves that they have adequate collection procedures 
patterned after the principles of General Regulations No. 129, dated July 30, 
1956, insofar as is consistent with the volume of their debts, and that they under- 
a generally the requirements in regard to the transmission of claims to this 

ce. 

Experience has demonstrated that the greatest number of debt claims referred 
to this division are reported by the Veterans’ Administration and the three de- 
partments of the Department of Defense. As previously reported, specific studies 
were made of the collection procedures of these offices and, effective June 26, 1956, 
the Veterans’ Administration issued revised collection instructions, developed 
in conjunction with staff members of this division, to strengthen its policies and 
procedures for the collection of debts. During the fiscal year 1957 the Defense 
Departments issued improved collection instructions consistent with the principles 
and standards contained in General Regulations No. 129, dated July 30, 1956. 
There has been a notable decrease in the debt claims received from those de- 
partments. 

Until recently legislation provided that claims for the proceeds of checks drawn 
on the Treasurer of the United States which were over 10 years old from the date 
of issue were to be referred to this Office for settlement. Other legislation pro- 
vided that all claims on account of any checks appearing to have been paid shall 
be barred unless claims therefor were received in our Office within 6 years after 
the date of issuance. However, Public Law 85-183, approved August 28, 1957, 
provides, in part, that checks drawn on the Treasurer of the United States shall 
be payable without limitation as to time, and that claims on any checks appearing 
to have been paid may be barred by either the Treasurer of the United States 
or this Office. Accordingly, check claims of these types for settlement by this 
Office will be substantially reduced. While the combined number of these check 
Claims has been relatively few, the enactment of the legislation will further limit 
our claims receipts to claims as to which matters of doubt are involved. 

The budget request for the Claims Division for the fiscal years 1958 and 1959 
provides for a gradual reduction of personnel based on decreasing workloads and 




















































































































backlogs, and staffing has been reduced to the minimum required to process cur- 
rent workloads and bring all of the work to a current status as rapidly as possible. 

The “workload and performance data” exhibit which follows this narrative 
shows the workload and production factors applicable to the respective classes 
of work. The balances on hand at the end of fiscal year 1957 represent physical 
inventories taken June 30, 1957. 


WORKLOAD DATA 


Mr. Tuomas. Where.do you show number of claims? 

Mr. Keture. Pages 51—A and 51-B. 

Mr. Tuomas. Insert pages 51—-A and 51-B in the record. 
(The pages referred to follow :) 


Workload and performance data, General Accounting Office, Claims Division 


Unit of | Fiscal | 
Activity | work year ceipts | 
Per man- 


Payment claims adjudication | Claims..| 1956 ont ao ae |. 
| 1957 49, 840 | 63, 812 | 56, 757 
1958 | 39, 680 | 46, 735 | 41,060 
1959 | 39,680 | 45,355 | 41, 060 
Payment claims review. ___ ‘ .| 1956 = & 
1957 | 50,516 | 51, 571 50, 942 
1958 36, 950 | 37,579 | 37,060 
1959 | 36,950 | 37,469 | 37,060 
Debt claims (Washington) 1956 Geert ae , 
1957 | 38,919 |133, 634 | 72, 166 
1958 | 38,900 (100,368 | 50,430 | 
| 1959 | 38,900 | 88,838 | 47, 403 | 
Debt review ___ ; 1 1956 |. ast easton 
1957 | 23,399 | 26,910 | 25,980 
1958 | 20,292 21, 222 | 20,640 
| 1959 | 20,552 | 21,134 | 20, 640 
Indianapolis debt Soot Kan , 1956 --| asd |. 
| 1957 17, 241 | 82,639 | 30,719 
1958 | 12,000 | 63,920 | 25,340 | 
| | 1959 12, 000 | 47, 580 | 26, 200 | 
Indian Tribal Section : aha’ ...| 1957 ; | 
1958 
| 1959 | 
Claims Service Section -- -|--.d0._...} 1957 | --| 
1958 |_.-.--..} 
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TRANSPORTATION DIviston 


Mr. Tuomas. Mr. Hoagland is in the Railroad Division. He is do- 
ing a fine job. Under those circumstances a man does not have to do 
much talking. 


SCOPE AND NATURE OF WORK PROGRAM 


Insert pages 55, 56, 57, and 58 in the record. 
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(The pages referred to follow :) 


TRANSPORTATION Division—Scope aND NATURE OF Work PROGRAM 


Actual or estimated obligations—Personal services 


ss | 
Fiscal year | Number | Average Net salaries | Change in 
| mumber | | salaries 


BLE ww BS atl esd eS 1,250 | $6,157,600 |... 
1900... ..- Le saienintoaiaal aa ; | ' 1, 225 | 6, 116, 500 —$41, 100 


The revised estimates for the Transportation Division for the fiscal year 1958 
project a reduction of 75 employees and the estimates for the fiscal year 1959 
contemplate a further reduction of 25 employees. We originally estimated for 
the fiscal year 1958 an average of 1,325 employees at a salary cost of $6,418,000 
whereas present estimates are for an average of 1,250 employees at a salary 
cost of $6,157,600 and present projected needs for the fiscal year 1959 are for 
a further reduction of employees and salaries to 1,225 and $6,116,500 respectively. 
These reductions are being made with some misgivings because of the very sub- 
stantial workload confronting the Division and the possibility that pending legis- 
lation may be enacted imposing time limitations on rights to recover overpay- 
ments. However, our continuing review of manpower requirements in the light 
of work programs indicates that reductions may be effected in certain areas and 
it is our plan to consummate these reductions gradually by attrition rather than 
through a later reduction-in-force program with its attendant disruption of 
work processes and lowering of employee morale. 

The scope of the work and functions of the Transportation Division is as wide- 
spread as are the transportation activities of the United States. It encompasses 
the examination of payments made to air, rail, highway, and water carriers for 
freight and passenger transportation services furnished for the account of the 
United States to determine the validity and propriety thereof and conformity 
with established tariffs, special quotations, agreements, or tenders. Overpay- 
ments of amounts determined due the United States for such services generally 
are collected by this Division directly from carriers by refund primarily, or 
setoff, and collections by deduction are effected by disbursing officers. Practically 
all claims by or against the United States involving transportation services are 
adjudicated and settled in the Transportation Division. In connection with 
transportation suits by or against the United States, the Division initiates ad- 
visory reports to the Attorney General incorporating technical, fiscal, and factual 
data from pertinent records and recommendations as to the legal and technical 
bases available for use in prosecuting or defending such suits. The Transporta- 
tion Division furnishes the Department of Justice and the various United States 
attorneys with lawyer-technicians to assist in pretrial conferences, to appear as 
expert witnesses and to assist in the examination and cross-examination of wit- 
nesses and the drafting of pleadings and orders. Surveys are conducted in 
collaboration with accounting and auditing organizations of our office with de- 
partments and agencies which cover policies, programs, and procedures pertain- 
ing to freight and passenger transportation, traffic management and related fiscal 
practices. Also, the Transportation Division cooperates with carriers of all 
types and carrier groups in joint efforts to resolve mutual problems involving 
technical and accounting matters and requirements for filing properly supported 
and documented claims. 

During the fiscal year 1957, the Transportation Division collected from car- 
riers and deposited into the Treasury the sum of $47,654,841.66, transmitted to 
departments and agencies for deposit in the Treasury about $250,000, and as- 
sisted in reducing by about $3 million amounts sought by carriers in litigated 
matters. Also, there were audited 7,439,940 bills of lading and 2,330,549 trans- 
portation requests; reaudited 1,844,755 bills of lading; issued to carriers 129,823 
notices of overpayment totaling $43,614,111, including 8,994 claims against car- 
riers in connection with administratively reported debts, export traffic, and 
credits not refunded by carriers as to transit shipments; adjudicated 36,769 
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freight and passenger carrier claims and allowed only $8,331,391 out of a total 
of $17,725,093 claimed; reported 239 cases involving 8,174 bills of lading and 
transportation requests to various United States attorneys of the Department 
of Justice for collection of $1,366,139 from carriers; and furnished to the Attor. 
ney General 207 reports in connection with suits against the United States. 
Also, there were furnished to Government agencies information as to 39,356 
rate situations and 488 advices of overpayment for collection by administrative 
action. 


PERSONAL SERVICES 


Mr. Tuomas. How many employees do you have today, Mr. Hoag- 
land ? 

Mr. Hoaceuanp. 1,240 today. 

Mr. Tuomas. You have how many unfilled jobs today ? 

Mr. Hoactanp. That many on the rolls. The jobs are filled. 

Mr. Tuomas. How many? 

Mr. Hoaauanp. 1,240. 

Mr. Tuomas. My book states 1,250 last year and 1,225 for 1959. 

Mr. Campsety. It is gomg down. 

Mr. Hoacianp. We will reduce it this year by 75 below our esti- 
mate of last year, which was 1,325. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


WORKLOAD DATA 


Mr. Txomas. Insert the table on page 66 in the record. 
(The page referred to follows:) 
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TRANSPORTATION AUDIT PROCEDURES 


Mr. Tuomas. What is the total figure of all the bills of lading you 
processed ? 

Give us a little rundown of how you operate. When the Govern- 
ment takes an item of freight to be transferred by the railroad or 
common carriers does this cover trucks and buses or just the rail- 
roads ? 

Mr. Hoaatanp. All kinds of carriers—air, rail, truck. It covers 
buses for passengers, steamships. 

Mr. Tuomas. Is there any difference in treatment in the payment 
of claims or payment for fares by the airlines, steamship lines, and 
the railroads ¢ 

Mr. Hoactanp. No difference in our treatment. We get the bills of 
a carrier in the disbursing accounts. They are all processed in the 
same way. 

Mr. Tuomas. Is the cost for transportation of freight and personnel 
paid more or less in advance or is it a cash payment by the Govern- 
ment to the airways, railroads, trucks, buses, and steamship com- 
panies? How is it done? 

Mr. Hoactanp. It is postservice payment. Services are rendered 
first. The bills are presented by the carriers for the services they 
have rendered. 

Mr. Tuomas. Are they paid first and audited later ? 

Mr. Hoacianp. They are paid by a disbursing officer before we get 
them. 

Mr. Tuomas. They present their bill and are paid without any 
questions ? 

Mr. Hoaetanp. The origina] bills are. 

Mr. Tuomas. Does that apply to the airlines, too? 

Mr. Hoaeranp. That applies to all carriers; yes, sir. 

Mr. Tuomas. When was that bill passed permitting that method of 
procedure ? 

Mr. Hoacianp. September 18, 1940. 


WORKLOAD DATA 


Mr. Tomas. Explain the table on page 66. 

Mr. Hoacianp. You will notice we have combined reaudit with 
our current audit. Last year we had them separate. 

Mr. Tuomas. 1957 is a completed year. You had bills of lading for 
freight. How many were there ? 5,125,927 ? 

Mr. Hoaeianp. That was our receipts, yes, sir, during that period. 
That was added to the workload we carried forward from the previous 
year. 

' Mr. Tuomas. That was fresh or new bills of lading, was it not? 

Mr. Hoaetanp. 5,125,000 were new ones. 

Mr. Tuomas. How many did you carry over from previous years? 

Mr. Hoagianp. We carried over the difference between that and the 
total workload, 19,384,000. 

Mr. Tuomas. You carried over about 14 million bills, did you not? 

Mr. Hoaauanp. Yes, sir. 

Mr. Tuomas. That is about 214 years work, is it not? How far 
are you behind? 
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INTERVAL BETWEEN PAYMENTS AND AUDIT 





Mr. Hoaetanp. You will notice our 1957 fiscal year production is 
shown as over 9 million. 

Mr. Tuomas. What is your backlog in point of time? 

Mr. Hoactanp. In point of time on our regular audit, that is ex- 
clusive of the reaudits, we right now are between 16 and 20 months 
behind payment, but by June 30, as I told you last year, we expect 
to be within 16 months of payment on the average in our regular audit. 

Mr. Tuomas. That is 16 months too far. 

Mr. Hoactanp. That is on freight. On passenger we are closer. 
On freight we will be from 10 to 14 months behind payment at the 
end of June 1959, just as close to payment date as you can audit, con- 
sidering transit, etc. 

Mr. Tuomas. Is that in passenger or freight where you are going to 
try to get current in fiscal 1959 ? 

Mr. Hoaeuanp. Freight. We are just about as current as anyone 
could get on passenger. 

Mr. Tuomas. You said 16 months. That is far from being current. 

Mr. Hoaeianp. On pasenger we will be auditing about 12 months 
behind the payment date, June 30, 1958; on freight we will be on the 
average 16 months behind payment date. Of course, we don’t get bills 
immediately after payment. 

Mr. Tuomas. That payment date is about as quick as the railroads 
perform the service, is it not? 

How much time intervenes after the railroads get the money and you 
get the bill to audit? 

Mr. Hoactanp. It depends on whether it is military or civilian. If 
it is military we get the bills monthly, shortly after the close of the 
period, but on civil accounts, we get them about a year after. 

Mr. THomas. Why the difference? Can’t you demand that the 
bills be sent in? 

Mr. Hoaceuanp. Our field people are looking over these, too, you 
know. They look over the accounts. As to transportation, the civil 
accounts are insignificant by comparison but we have tried to get 
them in; recently we try to get them within 6 months of the close 
of the accounting period. 

Mr. Tuomas. What did you peaple do here in the District of Colum- 
bia? Where is your office located? Do you have regional offices, too ? 

Mr. Hoacuianp. No. It is here. 

Mr. Tuomas. All of it is here? 

Mr. HoaGuanp. Yes, sir. 

































WORK OF THE FIELD OFFICE 









Mr. Tuomas. You mentioned the field people were taking a look 
at it. What do they do? 

Mr. Hoacranv. The primary part of an account for a civil agency 
is not transportation; the account current, adjustments of expendi- 
tures, et cetera, are done in the field. 

Mr. THomas. Do you mean a part of the civilian transportation 
audit is done in the field and all the military is done here? 
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Mr. Hoactanp. No transportation audit is done in the field. The 
audit is done here. We have been getting monthly the accounts con- 
taining most of the bills for transportation. 

Mr. THomas. What does the field office do with the transportation 
item ? 

Mr. Hoactanp. They don’t do any audit of it. 

Mr. Tuomas. What do they do to it? 

Mr. Hoactanv. They would adjust with the other account current 
items and audit other expense items if mingled in the bills with trans- 
portation items. I can’t say exactly what they do. 

Mr. Tuomas. Does anybody know? 

Mr. Hoacianp. When we were asked to leave them out there for a 
year it was at the request of the other audit people. Now we are 
bringing them in a little quicker. 

Mr. Tuomas. Does anybody know what they are doing in the field 
with reference to transportation ? 

Mr. Powers. On the military side, Mr. Chairman, the transporta- 
tion payments are included in the account current along with every- 
thing else. We make certain that the payments made to the carriers 
tie in with the credits that they claim for the disbursing officers and 
then pass the vouchers right on to the Director of the Transportation 
Division. 

Mr. Tuomas. Tell us about civilian agencies in the field. What do 
you do about their transportation ? 

Mr. Samvetson. In civilian agencies, no audit is made of the trans- 
portation vouchers in the field, but they are retained and the records 
are disposed of at about the same time. The transportation vouchers 
are sent in to a transportation division after the end of the fiscal 
year and other vouchers are sent to the record centers. 

Mr. Tuomas. What is the occasion for retaining them for a year 
before you send them in to the Transportation Division for audit? 

Mr. Samvetson. We do have need for some information in con- 
nection with the delivery of goods, the Government’s liability for the 
amounts, but we don’t do anything in the audit of the transporta- 
tion vouchers for rates and routing. 

It may well be that time may be shortened. We will look to that. 

Mr. Hoacianp. We are shortening it in some accounts. It is 
gradually being done through agreements between our people. Gen- 
erally we don’t get them until 6 months or a year after the close. 

Mr. Tuomas. Which is the more important function, to check the 
payment or to check to see whether merchandise has been delivered, 
or what? Does your service complement that of the Auditing 
Division ? 

Mr. Samvetson. In civil, that is right. 

Mr. Tuomas. In other words, if the merchandise hadn’t been 
delivered you so advise them and he denies all of it; is that it? 

Mr. Samvrrson. No, sir. It is in connection with the liability of 
the Government in the delivery of the goods generally where we need 
our transportation vouchers, but without transportation audit of the 
disbursements, such as whether a proper rate has been used and a 
proper route has been used. 
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Mr. THomas. Suppose the goods were only 80 percent delivered 
or there was 15 or 20 percent damage. That would show up on his 
voucher ? 

Mr. Samvetson. Yes, sir. 

Who would make the notation on the voucher? 

Mr. Hoacianp. The consignee would show loss and damage; 
ordinarily, if shipment hadn’t been fully delivered that would be put 
on the bill for the notice of the paying officer. He might deduct it or 
he might not. If he didn’t deduct it, we would raise question when 
we got it. 

r. Tuomas. If the consignee does that work, what does the field 
office have to do with it? 

Mr. Samvetson. We don’t do any work on that part of it. 

Mr. Tuomas. Why keep it 12 months, then, if you don’t do any 
work on it? Why keep it at all? 

Mr. Hoacianp. As I recall, if [may answer that, when that arrange- 
ment was agreed upon, the field audit people did not get to every 
account immediately after the close of the paying period. There were 
not enough auditors. That is one reason the civil accounts are held 
longer than just 30 days or so. 

Mr. Tuomas. It doesn’t make any difference if you have 30 people 
or 10 times more than you need. What I am trying to find out is 
what those people do. How do they complement your auditing job? 
How do they help it? Dothey help it or slow it down? 

Mr. Hoacrianp. They make a comprehensive audit. As I under- 
stood it at the time, if we got those vouchers first they would be some- 
what embarrassed when they got to that account. That is why we 
agreed on a year. At that time, a year didn’t bother us a bit. We 
were 2 vears behind payment. 

Mr. Tuomas. What does the audit include if the consignee usually 
makes a notation whether goods were shipped, or where there is a 
shortage or whether they are all there, or some are damaged? What 
does the field office do? 

Mr. Samuetson. Our audits don’t cover that aspect of it. Our 
audits in the field determine whether the Government is liable for the 
transportation under the contract or order and the propriety of the 
charge to the account, without involving the rate or the routing. 

Mr. Tuomas. You don’t touch rates or routing, or check to see 
whether there is any damage or whether it is all there or not? You 
just audit it to see if it is charged to the proper account? 

Mr. Samvuetson. No. If it wasn’t all there or wasn’t delivered, 
there is a difference between the invoice and the quantity delivered, 
obviously there would be a question of rates, 

Mr. Keuier. Mr. Chairman, if I can add something here. The 

rincipal reason why they are held in the field until the field people 
fave a chance to look at them, is each transportation disbursement is 
a part of the overall disbursements of that agency. The agency has 
spent X number of dollars, so much may be paid out on contract 
ee so much for transportation, so much for personnel. Our 
eld people, while not making a detailed audit of the transportation 


payments, must consider the transportation payments as a part of 
the overall account. It is for this reason that the vouchers were held 
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inthe field. I think in answer to your specific inquiry, we could very 
well look into it and see if we couldnt’ shorten the period. 

Mr, Campsetu. I think it is an academic question because we were 
so far behind that it didn’t make any difference, I think at this time 
we have to think in terms of cutting down the time these papers are 
held in the field. 


Mr. Tuomas, Page 22 shows the offices. What is the total of these 
offices ? 












FIELD OFFICES 


Mr. Campsety. The chart does not include the offices in Europe and 
in the Far East. 

Mr. Tuomas, What is the total of your offices in the United States? 
You set itouthere. Itis32? 

Mr. Campser.. Twenty-three, including the new office in Cin- 
cinnati. 

Mr. Tuomas. Does that include the three big military offices, 
Cleveland, Denver, and Annapolis? 

Mr. Campsexy. Yes, sir. 
Mr. Tuomas. How many did you say? 
Mr. Campseti. Twenty-three. 











OFFICE OF THE GENERAL CoUNSEL 


Mr. Tuomas. Put page 77 in the record. There are 159 lawyers 
this year. Last year you had the same number. 










SCOPE AND NATURE OF WORK PROGRAM 


Put pages 78 and 79 in the record. 
(The pages referred to follow :) 


DECISION WORK 


It is the responsibility of the Comptroller General to render legal decisions in 
advance of payment at the request of any disbursing officer or the head of any 
department or establishment for their guidance in payments to be made by 
them or under them (31 U. 8. C. 74). Also, by the act of December 29, 1941, 
the Comptroller General is required to render similar decisions at the request of 
certifying officers. And, as an incident to the regular day-to-day audit and settle- 
ment work of the General Accounting Office, intraoffice decisions are rendered 
in the form of instructions to officials in the Office for their guidance in the par- 
ticular matters involved and as precedents for similar cases then pending or 
which may later arise. These instructions often involve interpretation of organic 
acts of agencies or statutes of general application in the light of the statutory 
responsibilities of the General Accounting Office. Decisions are also rendered 
to claimants who request review or reconsideration of claims which have been 
disallowed in whole or in part in the divisions of the General Accounting Office 
and to disbursing and certifying officers who request review of settlements of 
their accounts. Under the law, these decisions are final and binding upon the 
executive branch of the Government. They are not binding on Congress or the 
courts. 

As. to subject matter these decisions and related work may be classified 
broadly as follows: 


Civilian personnel matters, such as compensation, allowances, and. leaves 
of absence. , 
Contract matters involving determination of legality, rights, liabilities, ete. 
Military personnel matters, such as pay, allowances, and leaves of absence. 
Transportation of passengers and things, involving common-carrier and 
contract carrier for or on behalf of the Government. 
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Miscellaneous matters, including basic questions of appropriation ayail- 
ability. 


Mixed private inquiries. 


Mr. Tuomas. Where are these lawyers located, Judge Fisher? 

Mr. Fisumr, They are all in Washington. 

Mr. Tuomas. Do you have any lawyers in the 24 field offices? 

Mr. Fisuer. None in the field offices here. We have a lawyer in 
the Far East branch sing eer to the Defense Accounting and Audit- 
ing Division and one in Paris assigned to the European branch. 

. Tuomas. You have every conceivable phase of law come through 

your shop in 6 months? Or does it wait every 6 months? 

Mr. Fisuer. Sometimes I think it comes in every day. It seems 
to come in regularly through the year. 


WORKLOAD DATA 


Mr. Tomas. What is your workload? What does it look like? 
Is there any letup on it? 

Mr. Fisuer. No. We are about in the same position we have been 
in the last 2 years. As of this morning, we have a 746-case backlog. 
We do between 500 and 600 a month on the average, so that that is 
reasonably current. 

Mr. Tuomas. You may have a claim against the United States or 
a claim for the United States that may involve $150,000, $500, or $30, 
and you may have a legal problem that may take 1 of your men 2 or 3 
days to brief out 

Mr. Fisuer, That is right. I told you people last. year about; the 
little pay case we had in the Court of Claims. I think the judgment 
was around $50. We prevailed on Justice to ask for certiorari to the 
Supreme Court. We figured there were 2 million people involved. 
Had we lost it, it would have cost $750 million. 

Mr. Campsety. That doesn’t show up on the table we talked about. 

Mr. Yates. What was the nature of the case? 

Mr. Fisuer. A pay case for overtime during the war. 

Mr. Botanv. That would have cost a fortune. 


AccouNTING AND Avupttine Pouicy SrTarr 
Mr. Tromas. Let’s look at the Auditing Division. 
SCOPE AND NATURE OF WORK PROGRAM 


Put pages 95 and 96 in the record. 
(The pages referred to follow :) 
AccoUNTING AND AupiITING Po.icy Starr—Score anp NaTURE OF WorK PRoGRAM 


Actual or estimated obligations—Personal services 


Fiscal year Number — Net salaries | Change in 
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The functions of the accounting and auditing policy staff stem primarily from 
the statutory responsibilities of the Comptroller General to prescribe the prinei- 
ples, standards, and related requirements for accounting to be observed by each 
agency, the rules and regulations to be observed by the General Accounting Office 
in its audits of Government agencies and corporations, and the forms, systems, 
and procedures for administrative appropriation and fund accounting for the 
various agencies, and to conduct a continuous program jointly with the Director 
of the Bureau of the Budget and the Secretary of the Treasury for the improve. 
ment of accounting and financial reporting in the Government. 

Consistent with the policies, determinations, and instructions of the Comp- 
troller General, the accounting and auditing policy staff develops and coordinates 
within the General Accounting Office the studies and the data from which prin- 
ciples and procedures are evolved and represents the Comptroller General in the 
joint accounting improvement program, Successful accomplishment of these 
tasks requires the policy staff to be continuously alert to changes in the com- 
plexion of Government programs, in the particular interests of congressional 
committees, in the improvements in recordkeeping, and in trends and develop- 
ments in general business methods and management techniques. Of particular 
concern presently is the accelerating use of electronic data-processing machines 
and the expanding potential uses of such machines. The policy staff is actively 
engaged in cooperating with the agencies in exploring new applications of auto- 
matic data processing, and is also faced with solving the problems incident ta 
auditing the records produced by such equipment. 


Mr. Tuomas. Is this your policy-forming group ¢ 
Mr. Campsety. Yes, sir. 


WORKLOAD DATA 


Mr. Tuomas. You had 35 people last year. You are asking for 34 
now. What do these people do? 

Mr. Campseiy. Mr. Morse is Director of that Division. 
Mr. Tuomas. Your justification states: 


The major workload of the policy staff relates to— 

1. Development of accounting principles, standards, and policies. 

2. Development and review of auditing and investigative policy, principles, 
standards, guidelines, and related requirements for the Civil and Defense 
Accounting and Auditing Divisions and the Field Operations Division. 

3. Development and review of advanced scientific data processing methods. 

4. Development and review of fiscal procedures, including coordination and 
development of central accounting and financial reporting program with the 
Treasury Department and the Bureau of the Budget. 

5. Development and review with the Bureau of the Budget and the Treas- 
ury Department under the joint accounting improvement program of the 
joint projects and planned programs for improvement of financial manage- 
ment to be conducted in individual agencies. 


This is the brain-truster crowd which does the planning, et cetera? 

Mr. Morse. We call it the policy development and formulation, Mr. 
Chairman. 

Mr. Tuomas. When are you going to develop some policies you 
can stand on for as long as a year or year and a half before changing 
them? Do you change them pretty often ? 

Mr. Morse. We are a growing organization and we have to keep 
changing them. We can’t fix them once and have them stand still; 
as long as our work continues to change, our policies have to change 
to keep abreast of them. 

Mr. Tomas. The laws under which these bureaus and agencies 
of government operate don’t change every week or every month or 
every year. They are still doing business, or most of them are, in 
the same old way. Why do you have to change your auditing 
methods? 
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Mr. Morse. We have to continue to develop new methods of doing 
things. We have a tremendous workload, and we have to develop 
basic policies to quvern our plans to move our work out to the sites 
of operations of the agencies. This pattern of audit is still relatively 
new in the Government. 


Mr. Fupacas Are there any Government agencies you aren’t look- 
over ! 

r. Morse. We cover almost all expenditures in one way or an- 
other but we don’t do them all in the same way. For example, in 
the Department of Health, Education, and Welfare we are slowly 
making the transition between the old centralized audit where every- 
thing came into Washington and the more modern type which we 


call the comprehensive audit. This involves going out where the rec- 
ords are. 


Mr. Tuomas. Change is necessary, is it not? 
Mr. Morse. Yes, sir. 


AGENCIES NOT LIABLE TO GAO AUDIT 


Mr. Evins. Are there some agencies that are not undergoing an 
audit and if so, would you name them for the record ? 

Mr. Morse. There are a few that we don’t have the authority to 
audit. One is the Alien Property Custodian; another the group in 
the Farm Credit System, called the Federal land banks where the 
capital has all been paid off. There are certain aspects of the Internal 
Revenue Service that we cannot touch under existing law because it 
involves access to the tax returns. We have no authority to examine 
them. 

Mr. Camrsety. Mr. Evins, because that is a very important ques- 
tion, and Mr. Morse’s memory might fail him, I wonder whether we 
could put in the record an exact list of the agencies at this point. 

Mr. Evins. I wish you would. 

Mr. Camrsety. I think he gave good examples. 


Mr. Morse. One more: The Federal Reserve System is outside of 
our jurisdiction. 


(The information to be supplied follows :) 


In the case of the following Government agencies and activities, the law either 
does not require an audit by the General Accounting Office or is not adequate 
to permit an effective audit by the Office. 

Federal Reserve System 

Comptroller of the Currency 

The Gold Reserve Act (the stabilization fund) 

Internal Revenue Service (tax collection matters) 

Office of Alien Property 

National Academy of Sciences 

Smithsonian Institution (certain trust fund accounts) 

Federal land banks 

Various activities carried on by Government agencies with nonappropriated 


funds (operation of post exchanges, restaurants, concessions, canteens, welfare 
activities, etc.) 
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Derense ACCOUNTING AND AvpiriInc Division 


Mr. Tromas. Put pages 119 and 120 in the record. 
(The pages referred to follow :) 


DeEFENs® ACCOUNTING AND AvpITING Diviston—Scorr anp Nature or Worx 
PROGRAM 


Actual or estimated obligations— Personal services 





Fiscal year Number | Average | Net salaries Change in 


number salaries 


etree Riihens cpa 


4, 868, 


—_— 








eae es ret. ae 852 +8403, 100 


This division is responsible for carrying out the cooperative accounting systems 
development, auditing, and investigative functions of the Office in the Department 
of Defense, including the military departments, except for the civil functions 
of the Corps of Engineers. This responsibility does not include the audit of 
transportation charges, which is specifically assigned to the Transportation Divi- 
sion. It does include the audit and settlement of accounts of military disbursing 
officers and other accountable officers of the military establishments. 

The functions and duties of the Defense Accounting and Auditing Division are 
performed by its Washington staff, its Far East Branch, and its Army, Navy, 
Air Force, and Marine Corps Audit Branches located at Indianapolis, Cleveland, 
Denver, and Washington, D. C., respectively, with assistance from the regional 
offices of the Field Operations Division and the European Branch. 































SCOPE 





Our reviews and evaluations of the financial management controls and pro- 
cedures in the Department of Defense are carried out in Washington, throughout 
the United States, in the Territories, the Far East, and in Europe. 

In the defense area, our audits, reviews, examinations, survey and investiga- 
tions, cover the fields of procurement and contracting, industrial and commercial- 
type activities, pay and allowances, operations at posts, camps, and stations, and 
many aspects of financial management. Our actions in the past year were 
extended into a number of significant programs and areas of operations, however, 
we have been unable to secure adequate qualified personnel to fully implement our 
planned programs in the Defense Establishment. Also, our efforts have been 
hampered by a lack of sufficient travel funds. 


Mr. Tuomas. Under defense accounting, 799 employees. You have 
stepped that up to 852 employees this year. 


— -* woot Fe 





SCOPE AND NATURE OF WORK PROGRAM 





This Division is responsible for carrying out the cooperative accounting sys- 
tems development, auditing, and investigative functions of the Office in the 
Department of Defense, including the military departments, except for the 
civil function of the Corps of Engineers. 


Where is that workload ? 


Mr. Kewuer. It is assigned to the Civil Accounting and Auditing 
Division. 
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MILITARY AUDIT BRANCHES 


Mr. Tuomas. Put page 122 in the record. 
(The page referred to follows :) 


Staff assignments 


Number of positions— 


AtJuly 1, | Fiscal year | Fiscal year 
1957 1958 1959 


ne C0 SO TG a hits ~ tdci seas die baa 
Washington accounting, auditing and investigative staff 
Army Audit Branch 

Navy Audit Branch 

Air Force Audit Branch. _____- 

Marine Corps Audit Branch 


3| eBESEy 





Mr. Tuomas, There you break down your personnel. 


NATURE OF THE WORK 


“Nature of the work” on page 123. We will put page 123 in the 
record. 
(The page referred to follows:) 


NATURE OF THE WORK 


Basically, our work is designed to determine how well the Department of De- 
fense and the military departments are discharging their financial responsibili- 
ties and to provide a basis for the settlement of accountable officers’ accounts. 
The financial responsibilities of the departments are construed as including 
the expenditure of funds and the utilization of property and personnel in the 
furtherance of only authorized programs or activities. 

Generally our accounting, auditing, and special surveys and investigative 
work is accomplished by— 

(1) Conducting audits, surveys, and reviews and evaluations, at the site 
of the operations of major bureaus, technical services, and other activities 
of the military departments. 

(2) Auditing on a centralized basis the accounts of military disbursing 
officers which includes the audit of military pay and allowances, and auditing 
salary payments, primarily at the site, of civilian employees of the Depart- 
ment of Defense. 

(3) Reviewing contractor’s operations under negotiated defense contracts 
and evaluating departmental controls thereof including contract termina- 
tion activities. 

(4) Surveying and investigating, at the request of the Comptroller Gen- 
eral, at the request of the Congress, as a result of audit findings or upon 
receipt of specific allegations, matters concerning the receipt and applica- 
tion of public funds involving maladministration or irregularities, 


Crvi. Accounting AND Avuprir1ne Dryision 
Mr. Tuomas. Next is your civil audit. 
SCOPE AND NATURE OF THE WORK PROGRAM 


We will put page 176 in the record. You have 941 employees 
against 930 last year. Put page 177 in the record also. 
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Civiz Accountinc AND Avpitinc Division—Scorz AND NaTURE oF Work 
PROGRAM 


Actual or estimated obligations—Personal services 





Fiscal year Number 





























Average Net salaries | Change in 
number salaries 











The Civil Accounting and Auditing Division is responsible for all auditing, 
accounting systems development, and investigative work performed by the 
General Accounting Office, except that relating to the activities and financial 
transactions of the military departments which is the responsibility of the De- 
fense Accounting and Auditing Division, and the audit of transportation pay- 
ments which is the responsibility of the Transportation Division. Agencies 
under the responsibility of the Civil Accounting and Auditing Division include 
the Department of Agriculture, the Department of Commerce, the Department 
of Health, Education, and Welfare, the Department of the Interior, the De- 
partment of Justice, the Department of Labor, the Post Office Department, the 
Department of State, including the International Cooperation Administration, the 
Treasury Department, the civil functions of the Corps of Engineers, Depart- 
ment of the Army, approximately 115 independent corporations, agencies, boards, 
and commissions in the executive branch of the Government, and organizations 
and offices in the legislative and judicial branches. 

Employees of the Civil Accounting and Auditing Division at July 1, 1957, 
and positions for fiscal years 1958 and 1959 are summarized, as follows: 





Positions 
Employees at|___—_ 


July 1, 1957 
1958 1959 





Office of the Director, including clerical and administrative............... 
Washington accounting, auditing and investigative staff.................. 497 586 607 
Civil Audit Branch.....--...----.---.-.-.--..-- TRUEST 

Depositary Accounts Branch 





Most of the auditors, accountants, and investigators are located at the sites 
where the operations of the various departments and agencies are conducted. 
Regional offices assist in this work when it is necessary for work to be performed 
both in and out of Washington. 

The Civil Audit Branch is responsible for auditing the accounts of the 
accountable officers of those civil agencies of the Government that are required 
to transmit their accounts to the General Accounting Office for audit centrally 
and for audit at the site within Washington and nearby areas of civilian pay- 
rolls of such agencies. This Branch is also responsible for the preparation and 
issuance of certificates of settlement affecting the accountable fiscal officers 
of the civil departments and agencies of the Government where these functions 
are not performed by the accounting and auditing groups at the agency sites. A 
gradual redutcion in the work of this Branch is expected as the audit work of 
more agencies is performed at the site of operations. 


















TRANSFER OF CHECK RECONCILIATION FUNCTIONS TO THE TREASURY 






Mr. Tuomas. Will you discuss your transfer over to the Treasury? 
We find that Mr. Howell of the Treasury said GAO had 379 employees 
on the entire reconciliation operation and in 1959 I think their sched- 
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ule indicates that your Office is to be completely relieved of this 
operation. 

You are reconciling issuance of all the checks, et cetera. You have 
been working about 379 people in your Office. Now the Treasury is 
taking it over. 

Mr. Feeney told us this morning that the reconciliation of the 
new checks would go to the Treasury, but you had still about 175 
million to reconcile and if my memory serves me correctly, the total 
workload on an annual basis is 350 million. That is about a 6-month 
workload remaining; is that correct? 

Mr. Feeney. No, sir, Mr. Chairman. We reconciled about 300 mil- 
lion annually when we were at full strength. It could have gone that 
high in 1 year. I would have to look it up. However, we have re- 
duced our personnel and our machine rental in that area over the past 
4or 5 years, going down gradually each year. If we can reconcile an 
average of 10 million checks a month from now—— 

Mr. Tuomas. How many people do you have employed and how 
long will you need them before you turn them all over to the Treasury ? 

r. Feeney. We have 190 in there now. In line with our past prac- 
tice we will continue to reduce as conditions warrant. 

Mr. Tuomas. Could we take a couple of hundred employees off 
this estimate by virtue of the lack of need for those people ? 

Mr. Freenry. No, sir. We have reduced our personnel in that 
area from the 379 mentioned down to 190. We are watching that 
operation very carefully. 

Mr. THomas. Let’s take a look at your field operations. 


Frecp Orrrations Division 


Put page 243 in the record. You have 1,212 employees against 1,324. 
Put pages 244 and 245 in the record. 

(The pages referred to follow :) 

Fretp Operations Diviston—Score anp Nature or Work PROGRAM 


Actual or estimated obligations—Personal services 





Fiscal year Number Average Net salaries | Change in 
number salaries 





1,212 | $7,331, 207 cx 
1, 324 | 8, 345,335 | +$1, 0M, 128 


Responsibility for the performance of all accounting, auditing, and investiga- 
tive work in Alaska, Hawaii, and the United States outside the metropolitan 
area of Washington, D. C., has been assigned to the Field Operations Division 
wichh includes a central office in Washington and 19 regional offices located in 
principal cities throughout the United States. 


REGIONAL OFFICES 


As directed or approved by the Directors of the Civil and Defense Accounting 
and Auditing Divisions, the regional offices of the Field Operations Division 
perform the following functions: Cooperate with Government agencies in the 
development of their accounting systems, assist those agencies with respect to 
their accounting problems, and review and evaluate their accounting systems; 
audit the activities, financial transactions, and accounts of agencies and their 
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contractors, exclusive of, transportation charges; conduct investigations of Goy- 
ernment agencies, installations, programs, or activities in matters relating to 
the receipt, disbursement, and application of public funds; and participate in 
property accounting surveys. 

CENTRAL OFFICE 






The Central Office of Field Operations Division exercises administrative super- 
vision over the 19 regional offices. The administrative staff of the central office 
and the housekeeping functions that that staff performed for the five accounting 
and auditing organizations in Washington has been transferred to the Office 
of Administrative Services and the accounting and auditing organizations, 
This transfer was completed in the early. part of the fiscal year 1958. More 
detail as to this organizational transfer is covered in the narrative justification 
for the Office of Administrative Services. 
















ADMINISTRATION 





The Division is under the supervision of a director who is responsible to the 
Comptroller General for the administration and operation of the regional offices 
and of the central office. 

ACCOMPLISHMENTS 


The accomplishments resulting from the work of the regional offices during 
fiscal year 1957 and the programs for fiscal years 1958 and 1959 are shown in 
the narrative justifications of the Civil and Defense Accounting and Auditing 
Divisions. 










STAFF UTILIZATION 





The work planned by the Civil and Defense Accounting and Auditing Divisions 
as set out in their justifications will require personnel for the Field Operations 
Division as follows: 


$$$ 


Number of positions 








As of July 1, | Fiseal year Fiscal year 
957 1958 1959 




























Central office __ asia dMnn aes nateniegho pabneaok eG cud 20 | 5 5 
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The increase in personnel requirements for fiscal year 1959 over 1958 is attrib- 
utable to the additional coverage planned for both the Department of Defense 
and the civil activities of the United States Government. 


FIELD OFFICES 





Mr. Tuomas. We have already inserted in the record the table on 
page 22 of the justifications which shows the location of the field 
offices and the personnel in each. This shows you have 23 offices? 

Mr. Camppey. Yes, sir. 

Mr. Tromas. That does not include Cleveland, Denver and Indian- 
apolis and does not include your overseas offices ? 

Mr. Campseti. We have 20 auditing and investigating offices. 
Three of the branches, making 23, and headquarters in Paris, and 
Tokyo. That is a total of 25 excluding sub-offices. 

Mr. Tuomas. The 25 includes the 3 big branches, Cleveland, Denver, 
and Indianapolis? 

Mr. Campsert. Yes, sir. 
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BRANCH OFFICE PERSONNEL 


Mr. Tuomas. You have 587 employees shown in the 3 branch offices. 
This is a table for 1957. How many people will you have.at Cleve- 
land, Denver, and Indianapolis for 1959? Will you bring that up to 
date ? 

Mr. Feeney. Yes, sir. 

(The information to be furnished follows :) 


| 
| On rolls Dec. | On rolls Dec. Average Average 
; 31, 1956 31, 1957 number 1958 | number 1959 


Branches: | 
Cleveland. pot ae 130 1 
Denver... i 1 


~ th baad i A AT 160 151 
Indianapolis_.... fb bins cath dash aesttireie hice Ui 312 | 309 


301 
877 | 





Total. 2) iL 3 1 602 | 58 


2 | 125 
| 
| | 





Mr. Tuomas. You only have 1957 shown here. . There are 587 people 
in addition to the 1,324 you set out in your field operations division. 
aoe be have around 1,900 people in the field and continental United 

tates ¢ 

Mr. Freeney. That is right, sir. 

Mr. Campsett, It will be nearer 2,000. 

Mr. Freeney. It will be near 2,000; that is right. 

Mr. Ketuer. As of December 31, 1957, we had 1,756 in the field, in- 
eluding the branch offices, but not including Europe and Tokyo. 

Mr. Tuomas. Bring that table up to date, will you? 

Have a consolidated table showing exactly what you have in each 
one of the continental offices in the United States for 1958 and show 
the increase for 1959 over 1958. 

Mr. Frenry. Yes, sir. 

Mr. Tuomas. Sees how much of an increase? 

Mr. Freeney. It is 107 sir. That is the average number. 


EvrorpeaAn Brancu 


Mr. Tuomas. Put page 249 in the record. 
(The page referred to follows :) 


European Brancn—Score anp Nature or Work PRoGRAM 


Actual or estimated obligations—Personal services 


Number Average Net salaries | Change in 
number salaries 


64 60 Lf 
58 54 | 591, 600 — $47, 600 





The European Branch performs the accounting, auditing, and investigative 
functions of the General Accounting Office in the European, North Africa, and 
Near East areas. The furnishing of direct assistance to committees of the 
House and Senate is also a function of the Branch. The Branch headquarters 
is located in Paris with field stations in the cities of Madrid, Rome, London, and 
Frankfurt. 
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During the past year complete integration of the several technical staffs 
has been achieved at the operations level. Such integration has enhanced the 
effectiveness of the work performed by the Branch, particularly in the areas 
of assisting United States agencies to achieve more efficient and economical 
operations. In many instances the reviews undertaken have resulted in cor. 
rective actions and substantial savings of appropriated moneys. Emphasis has 
been placed upon reviews of the military assistance program, military offshore 
procurement activities, military supply activities, and the Spanish base con- 
struction program. 

Mr. Tuomas. You have 60 employees for 1958. You reduce that 
to 54. 


SCOPE AND NATURE OF WORK PROGRAM 


_ The European Branch performs the accounting, auditing, and investigative 
functions of the General Accounting Office in the European, North Africa, and 
Near East areas. The furnishing of direct assistance to committees of the House 
and Senate is also a function of the Branch. The Branch headquarters is lo- 
cated in Paris with field stations in the cities of Madrid, Rome, London, and 
Frankfurt. 


BASIS FOR REDUCTION IN PERSONNEL 


Why the reduction in personnel? 

Mr. Werrzex. For one thing, Mr. Chairman, the offshore procure- 
ment program which has been under constant review by our European 
Branch is phasing downward. I believe about $2.7 billion had Sool 
contracted for by December 31, 1956. The new programs are smaller. 

Second, during the fiscal year 1957 our European Branch took part 
in a major review of the military assistance program, which resulted, 
together with the work of the Defense Accounting and Auditing Divi- 
sion, Field Operations Division, and the Far East Branch, in Mr. 
Campbell’s report of August 29, 1957, to the Congress on the military 
assistance program. 

We will do some more work on that program, but in different coun- 
tries, less new countries and some followup work on the old. 

Mr. Tuomas. Are you going to do any work on the foreign give- 
away program? 

Mr. Werrzev. That is what we call the military assistance program 
and economic assistance programs of the mutual security program. 

Mr. Tuomas. What part of your 60 people will be involved in that 
work ? 

Mr. Werrzev. A very large number have been; I would say about 20 
during fiscal year 1957. There will not be as many this year. The 
civil part of that, the economic assistance program, the ICA, is 
handled more directly by the Washington Civil Accounting and 
Auditing Division, with some assist auditing from the European 
Branch and the Far East Branch. 

Mr. Tuomas. Why the distinction between the military assistance 
and the purely economic end of the program ? 

Why not audit them both ? 

Mr. Werrze.. We do audit them both. As to the distinction, one 
reason is that the control over the actual granting of the assistance, I 
believe, is more centralized here in Washington in the case of ICA. 
We have the country teams in various countries headed by the am- 
bassadors and with the chief of the military assistance advisory group, 
the chief of the United States operations mission, et cetera. In the 
case of economic assistance, since this is closely tied into foreign policy 
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considerations determined in Washington, the audit work has been 
handled largely by staff of our Washington office. _ 

Mr. Tuomas. If you are building a dam over in X country, you 
can’t look at it in the headquarters office ¢ : 

Mr. Werrzet. That is correct. We have had our Washington peo- 
ple visit all of these countries. We have visited a dozen or more 
foreign countries directly from Washington. On a few occasions the 
Washington man has picked up a man from the European Branch 
or Far East Branch. Both branches have participated in special 
phases. On the military assistance program our audit was a team 
effort of the Defense Accounting and Auditing and Field Operations 
Divisions and the European and Far East Branches. 

Mr. Tuomas. Has it been said that you were attempting to formu- 
late policy in your auditing work in regard to the foreign giveaway 
program ¢ 

Mr. Weirzetu. Perhaps I should let the Comptroller General speak 
of that. I know that he would say that he is not formulating policy. 
He is appraising results of operations. We are asking questions of a 
military assistance advisory group, for example, in the European 
area, as to how they are administering the program as it is formulated, 
and defined by the Defense Department here in Washington. 

Mr. Tuomas. You have enough headaches of your own without 
trying to formulate congressional policy, do you not? 

Mr. Werrzeu. I think we do, sir. 

Mr. Camrsetyt. The matter of formulation of policy was discussed 
in the press. We had discussions with Defense authorities and a con- 
gressional committee and there is no suggestion, or no accusation that 
we are setting policy. 

Mr. Yates. Has this program been audited ? 

Mr. Camppsety. We have audited United States expenditures under 
both the military and economic assistance programs. Reports have 
been made on selected countries under both programs, and an overall 
report was made to the Congress August 29, 1957, on our examination 
of the military assistance program, summarizing the findings result- 
ing from our reviews of this program during fiscal year 1957.. One 
of these findings was that the military assistance program had never 
been subject to a systematic and continuous internal audit and manage- 
ment review. We recommended that an internal audit program be 
established. The Defense Department has that problem under con- 
sideration. 

Far East Brancu 


Mr. Tuomas. Put page 268 in the record, as well as 269. 
(The pages referred to follow :) 


Far East Brancn—Scorpe ann Nature oF Work PROGRAM 


Actual or estimated obligations—Personal services 


Fiscal year N | Average Net salaries | Change in 
| | mumber salaries 


16| $181,100 |_____ 
22 | 248, 370 +$67, 270 
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To provide more effective coverage in the Far East, we established a branch 
office in Tokyo, Japan, designated as the Far East Branch, which was set up in 
June 1956, and is specifically responsible for carrying out our accounting, audit- 
ing, investigative, and legal functions in all Department of Defense activities, 
These include those of the three military departments in and around Japan, 
Formosa, the Philippines, the Marianas, Cambodia, Laos, Vietnam, Thailand, 
and west as far as and including Pakistan. Although a considerable part of the 
year was taken up in obtaining qualified personnel for the Branch and trans- 
porting them to Tokyo, we feel gratified by our accomplishments. 

The significant effect of having a branch of the General Accounting Office in the 
Far East is indicated by the inquiries which we have received on transportation, 
procurement, property disposal, and other matters since we have been established 
in Tokyo. Qur work outside of Japan took us to Korea, Okinawa, Taiwan, the 
Philippines, and Guam—about 60,000 air miles were traveled by our staff to 
these locations during the year. Major areas brought under review were the 
military assistance programs in Japan, Korea, and Taiwan, and property disposal 
procedures in Japan. These areas are discussed below. In our review we were 
concerned primarily with the development and programing of requirements and 
the techniques for controlling end-item utilization. 

Mr. Tuomas. This deals with your Far East office. 

You only have 16 people over there. You intend to step that up 
to 22. There are tremendous expenditures made in Japan, Formosa, 
Philippines, Mariannas, et cetera. Are you looking at all of them? 

Mr, Campsety. Yes, sir. You will recall it was your personal sug- 
gestion this office be set up. _ 

Mr. Tuomas. This committee urged the establishment of the Euro- 
pean office. We didn’t see why another one shouldn’t be set up in the 
Far East if the European office was serving a good purpose in the 
area. 

Mr. Campsett. This is serving a good purpose. 

Mr. Tuomas. We would like for you to go ahead with it. 


AUDIT COVERAGE IN SOUTH AMERICA 


Mr. Yates would like to know what you are doing in South 
America. We don’t have expenditures there, do we? 

Mr. Campsett. We have ICA expenditures in South America. 

Mr. Yates. How do you audit them ? 

Mr. Campsect. We examine them here in Washington. 

Mr. Yates. Is this a satisfactory method ? 

Mr. Campse.y. Not completely, Mr. Chairman. 

Mr. Tuomas. Do they warrant taking a look at them ? 

If they are sizable and warrant it, we suggest that you take a look 
at them. 

Mr. Campse.y. Our auditing people have been discussing that, and 
studying whether or not we should make an on-the-site review in 
South America. 

Mr. Yates. How much do we spend in South America or the Latin 
American countries ? 

Mr. Campsety. I don’t know offhand. 

Mr. Samvuetson. Relatively, their programs have been much lower 
in amount than in other countries. The largest programs have been 
in the Near East and Far East. 

Mr. Campse.t. Compared with the military assistance program on 
which the Government has spent about $24 billion. 

Mr. Tromas. Then it would be a very small expenditure compared 
to that? 
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Mr. Camrsett. Yes. 

Mr. Evins. It would be much wiser to augment your staffs in the 
Middle East and Europe, where there is a tremendous expenditure, 
rather than establishing an office in Latin America. 

Mr. Campsett. That is right. 


Orner Opsects or ExrENsE 


Mr. Tuomas. Leit’s look at your other objects. 


TRAVEL 


Mr. Reporter, put the page dealing with travel in the record. That 
is page 7. 
(The page referred to follows:) 


Estimated obligations—02 Travel 


Fiscal year : 
1958 : 
Estimated obligations 
Proposed increase in limitation 
1959, estimated obligations 


Increase or decrease over present availability 


Bstimated travel requirements for 1959 compared with current estimated 
requirements for 1958 and funds available under 1958 appropriation 


| | Increase or 
| decrease 
| 1958 1959 over 
addi- 1958 total | Estimate, | 1958 avail- 
1 


1958 | 
limitation tional needs 
needs 


Accounting, auditing, and investigative 
functions: 
Accounting and Auditing Foe Staff. 
Office of Staff Management 
Civil Accounting and Auditing Divi- 


Defense Accounting and Auditing 
isi 
Field Operations Division 
Subtotal 





Far East Branch 
European Branch 
ther divisions and offices 





Total estimated obligations (includ- 
ing 1958 additional needs) -........- 


! Amount needed over 1958 travel limitation on an annual basis. 
2 Additional based on minimum needs for balance of fiscal year 1958. 


Mr. Tuomas. This travel item shows an increase of $500,000 this 
year. 
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You had $1,600,000 for 1958 and you have a supplemental request. 
How much was your supplemental ? 
Mr. Campseii. $250,000. 
Mr. Tuomas. $1,850,000 total. 
Mr. Campsett. That is right. iY 
Mr. Tuomas. You want $2,350,000. That is a lot of traveling, isn’t 
it? 
Mr. Campsety. Yes, sir. 


JUSTIFICATION DATA ON TRAVEL REQUEST 


Mr. Tuomas. Put page 8 inthe record. Also pages 9, 10, and 11. 
(The pages referred to follow :) 


ADDITIONAL FunDs NEEDED FoR 1958 


Current estimated requirements for travel in 1958 total $2,140,000, which is 
$540,000 more than funds presently authorized for 1958. Although $540,000 is 
actually required on an annual basis for 1958, based on current needs, considera- 
tion has been given to the time we might receive favorable consideration of an 
increase in our travel limitation and it is estimated that $250,000 will be the 
minimum additional need to cover the programs requiring travel for the balance 
of the fiscal year 1958. 

The additional need is mostly for travel of regional office staffs to perform the 
accounting, auditing and investigative assignments at field installations. With 
the expansion of comprehensive audit activities at the sites of operations the 
time at the sites and the related travel costs for GAO personnel is increased. 
For the most part the locations added in the GAO work plans for 1958 involve 
sites requiring payment of transportation and per diem costs. Defense activities, 
particularly, require work at isolated locations, as do certain civil activities, 
such as Veterans’ Administration, the Corps of Engineers, and the Bureau of 
Reclamation. 

One of the most significant areas of increased audit emphasis causing increased 
travel cost in 1958 is that of military supply, including requirements, procure- 
ment, and depot operations. This, and the related examination of defense con- 
tracts accounts for about a $200,000 increase on an annual basis from 1957. 

Other defense areas for which primary efforts are scheduled in 1958, with 
proportionate increases in travel costs, include the military assistance programs, 
maintenance, research and development, and transportation. 

For civil agencies, increased travel is scheduled principally for the Depart- 
ment of Health, Education, and Welfare; Department of Interior; Post Office 
Department; Veterans’ Administration ; and Atomic Energy Commission. Travel 
costs for work in connection with these agencies are estimated at approximately 
$180,000 over 1957. Work in other civil activities for 1958, in the aggregate, is 
scheduled at a level of travel cost comparable to 1957. 

In order to stay within travel funds available in the last quarter of 1957, 
planned programs at travel sites for that quarter were cut back by approxi- 
mately $100,000, the staffs being diverted to sites near regional office locations 
which would not require travel. These jobs for the most part were rescheduled 
in 1958 and are reflected in the estimated requirements shown above for 1958. 

If the proposed increase in our limitation amounting to $250,000 is authorized, 
this will leave about $275,000 relating to currently scheduled programs which 
will have to be deferred to 1959. To the extent that the proposed 1958 programs 
are not performed, the work for the most part will remain to be done in 1959. 

To stay within 1957 and 1958 travel limitations, to the extent possible work 
has been rescheduled to locations which can be reached without the use of travel 
fun’?s. In order to assure a reasonable allocation of GAO effort among agency 
activities wherever they are located, we believe it is most desirable that this 
be counterbalanced with more work at travel locations in 1959. Supervisory 


travel in 1958 has been curtailed to make needed funds available for the per- 
formance of fieldwork. 









- et & tt ee ot em Gs. em oS CF 


1295 


ESTIMATED REQUIREMENTS, FiscaL YEAR 1959 
ACCOUNTING, AUDITING, AND INVESTIGATING ACTIVITIES 


In order to hold the 1959 travel estimates to a minimum consistent with the 
required coverage of the financial operations of the Government and utilize to 
the greatest extent the manpower available, the estimates were arrived at only 
after the detailed analysis of planned programs relating to each of the civilian 
and military agencies of the Federal Government. As to proposed travel by the 
Washington staffs of the Civil and Defense Accounting and Auditing Divisions, 
details as to proposed assignments and availability of staff were reviewed and 
estimates were reduced wherever possible. The travel estimates for each of 
the 19 regional offices making up the Field Operations Division, which are based 
to a great extent on the programs outlined by the Directors of the Civil and 
Defense Accounting and Auditing Divisions, were thoroughly analyzed as to the 
audit coverage planned for each department and agency activity by each 
regional office. On the basis of these analyses of required travel to sites of 
operations, minimum fund requirements for 1959 are being requested. 

Based on our revised 1958 total estimated travel needs of $2,140,000, the travel 
funds of $2,350,000 required in 1959 represent an increase of $210,000. Of this 
increase, approximately $150,000 is attributable to the further extension of GAO 
work in supply and procurement activities of the Air Force, Army and Navy, 
and their related contracting operations; $60,000 applies to increased travel 
areret by the Far East Branch, European Branch, and other divisions and 
offices. 

For civil agencies the requirements for 1959 anticipate a slight reduction, ex- 
cept for the Department of Health, Education and Welfare which is being 
brought under comprehensive audit with an increase in 1959 of approximately 
$50,000 in travel costs. 

In considering the 1959 requirements, a dominant factor is the extent to which 
the 1958 programs, referred to above, can be accomplished. To the extent that 
funds are not available in 1958 the travel will be deferred and in most instances 
will be rescheduled for performance in 1959. 

There is shown on page 14 a comparative table of travel requirements in the 
accounting, auditing and ingestigative areas by major departments, showing the 
1958 travel provided under the present limitation of $1,600,000, the increase re- 
quested for 1958 in the amount of $250,000, our 1958 needs on an annual basis, 
and the 1959 estimates. 


Mr. Tuomas. How do you justify that travel expense ? 


Based on our revised 1958 total estimated travel needs of $2,140,000, the travel 
funds of $2,350,000 required in 1959 represent an increase of $210,000. Of this 
increase, approximately $150,000 is attributable to the further extension of GAO 
work in supply and procurement activities of the Air Force, Army, and Navy, 
and their related contracting operations. $60,000 applies to increased travel 
required by the Far East Branch, European Branch, and other divisions and 
offices. 


It goes up to $750,000 more than you had for 1958, is that correct? 
Mr. Keer. Yes, sir., excluding the additional $250,000 we hope 
will be made available for 1958. 


SUMMARY OF OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Please put page 15 in the record at this point. 
(The page referred to follows :) 


Estimated obligations—Other expenses 


Estimated 
Fiscal year: obligations 


19% $3, 150,000 


22311—-58—pt. 2-82 
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The estimate of $3,375,000 represents an increase of $225,000 over the amount 
available for 1958—The comparison by object classification is as follows: 





Increase or 
Object class 1959 | decrease, 1959 
over 1958 


Transportation of things a JIU Tsk . $118, 000 

Communication services 5, 115, 000 |- 
04.1 Penalty mail . ‘ 41, 000 |. 

Rents and utility services. eee eee eee 57, 157, 000 | 

Printing and reproduction d . 120, 000 

Other contractual services: 
07. . Other contractual services, miscellaneous 3, 13, 000 
07.2 Credit reports... 2 : i | 60, 000 
07.5 Group life insurance - piscde . 110, 000 | 

Services performed by other Government agencies: 
07. | Other contractual services, miscellaneous BB, GOO ios - 5 «anne 
07.1 Security investigations __.- Sal 5 118, 000 | 
07.4 Administrative saDpport, overseas branches | 

Supplies and materials 

Equipment. 

Grants, subsidies, and contributions... ____- 

Pensions, annuities; and insurance claims 

Refunds, awards, and indemnities..............-.-..---.- . 

TERING BEE REOUIIOTIES 6 oo oils iio hin debs ol <0 eescncbeeke 3, 3, 500 


Total estimated obligations, other expenses , 150, 3, 376, 000 | 














Mr. Tuomas. Transportation of things. This goes up from $95,000 
to $118,000. That is plus $23,000. That is to take care of your people 
who have a change in duty stations? 

Mr. Freeney. Yes, sir. 

Mr. Tuomas. Communications services are $115,000, and the same 
figure for 1959. 


RENTS AND UTILITIES 


Who do you pay rents and utilities money to? Where is that? 
Mr. Werrze.. Page 17, Mr. Chairman. 

Mr. Tuomas. Put page 17 in the record at this point. 

(The page referred to follows :) 


Rents and utility services 


No change has been made in the estimate for 1959. The amounts requested 
will be necessary to cover recurring charges for rental of tabulating equipment, 
and for rental of office space in the Far East Branch and the regional offices. 

Mr. Tuomas. No changes have been made. The amounts requested 
are necessary to cover fixed charges for rentals and tabulating equi 
ment? All of this is for tabulating equipment? You don’t give Mr, 
Floete of the GSA any of this money, do you? 

Mr. Freeney. Yes, sir. When they furnish us space they have to 
rent until such time as they can get the costs in their own estimates, 
Mr. Chairman. 

Mr. THomas. How much of this $157,000 do they get ? 

Mr. Feeney. $28,000. 

Mr. Tuomas. For what and where? 

Mr. Freeney. For offices at Dayton, Atlanta, Cincinnati, and Nor- 
folk. 

Mr. Tuomas. That means for the first year ? 

How long have you been paying them that rent? 
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Mr. Freeney. It just started. Im fact, we just opened Cincinnati in 
December, I believe it was. 

Mr. Kevier. January 1. 

Mr. Tuomas. Is that an accounting office in Cincinnati ? 

_ Mr. Feeney. That is a regional office of the Field Operations Divi- 
sion. 

Mr. Tuomas. Covers everything ? 

Mr. Frrnny. Yes, sir. 

Mr. Tuomas. How long have you had Cincinnati? 

Mr. Freeney. Cincinnati just opened. Norfolk, we just changed 
our office from Richmond to Norfolk within the past 3 or 4 months. 

In Atlanta, we went into new quarters. 

Mr. Tuomas. These are all old existing offices? 

Mr. Feeney. But these are new quarters. We moved from Rich- 
mond to Norfolk. In fact, the owner built an addition on the build- 
‘ing to house our office there. 

These are items that were not consummated in time for the General 
Services Administration to include in their estimates for the fiscal 
year 1959; for the fiscal year 1960 we look for all of these to be in 
GSA, not GAO. 

Mr. Tiromas. How about printing and reproduction of $120,000? 
You said for 1957 this bill was $160,000. 

Mr. Ferenry. That is right. 

Mr. Tuomas. Are these forms and letterheads? 

Mr. Freenry. Yes, sir. Of course, we had our manual in there, too, 
which ran it up. 

Mr. Tuomas. For other contractual services you jump up $17,000. 

Put pages 17, 18, and 19 in the record, Mr. Reporter. 

(The pages referred to follow :) 


06 Printing and reproduction 
Estimate: 


Actual expenditures in 1957 amounted to a little over $160,000 of which ap- 
proximately $40,000 represents nonrecurring costs for 1958 and 1959. The amount 
requested for 1959 will be necessary to provide for the costs of printed forms 
and letterheads, publications, tabulating cards for the electrical accounting ac- 
tivities, printing of monthly pamphlets and annual volumes of decisions of the 
Comptroller General, and the annual report of the Comptroller General of the 
United States. 


Estimate : 


07% Other contractual services 
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Detailed breakdown of the object class showing services performed by Federal 
and non-Federal activities : 


Tnerease or 
decrease 1959 
over 1958 


07 Other contractual services: 

07 Other contractual services—miscellaneous 

CS Se HONOGOUR.. | i. seaccscadeetanssts wosscencsan 

07.5 Groun life insurance 

Services performed by other Government agencies: 

07 Other contractual services—miscellaneous: 
Public Health Service 
General Services Administration 
Denartment of State 
Other 

07.1 ey tavastiggntoue: Civil Service Commis- 


oe BS 335 
S332 #333 


—.<.*< 


07.4 fabenbiiaiveibeia “sunnort—overseas branches: 
Department of State.............---.---..-. ; 


3/8 


413, 000 +17, 000 


Bie 


This estimate includes provisions for security investigations of personnel oc- 
cupying sensitive positions pursuant to security regulations based on Executive 
Order 10450 dated April 27, 1953; the contribution for group life insurance to 
be paid from the General Accounting Office appropriation under Public Law 598, 
August 17, 1954: reimbursement to the Public Health Service for the General 
Accounting Office’s proportionate share, on a per capita basis, of the total cost 
of operating the health unit in the United States General Accounting. Office 
Building; reimbursement to the Department of State for providing office space 
and supporting costs to the European Branch, and an amount for supporting 
costs for the Far Bast Branch at Tokvo, Japan. Also included in this object 
class is the coverage for the repair of office equipment, various services supplied 
by GSA-in- connection with moving and space, and for credit reports utilized 
in the settlement of debts due the United States. 

The increases in 1959 over the estimate for 1958 are in the following areas: 

Group life insurance—the increase of $4,000 provides for coverage of the in- 
crease in average number of employees for 1959 over 1958. 

Security investigations—the increase of $13,000 is to provide for 450 security 
investigations of the full field type in 1959 or 50 more than the 400 estimated 
for 1958. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Group life insurance is $110,000 against $100,000 
last year. 

Mr. Freney. $106,000. 

Mr. Tromas. What is General Services getting $20,000 for? Pub- 
lic health service is $27,000, Civil Service is charging you $118,000 on 
your secnrity investi gations, i is that correct ? 

Mr. Feeney. Yes, sir. 


ADMINISTRATIVE SUPPORT, OVERSEAS BRANCHES, DEPARTMENT OF STATE 


Mr. THomas. You have administrative support, overseas branches, 

Seddedees of State $60,000. Why are you paying that Department 
60.000 ? 

Mr. Freeney. That is for the services that they render to us abroad 
in our offices in Paris, Rome, Madrid, London, Frankfurt and Tokyo. 
It covers the space and other operations in those places. 

Mr. Tuomas. It is Government-owned space and you pay them? 





1299 


Mr. Feeney. Some of it is rented. It is operating space that they. 
furnish us. They also furnish communications, local transportation, 
and other services of that nature. 

Mr. Tuomas. Mr. Feeney, if you don’t know how do you expect 
us over here to know? All we know is that is $60,000. t is a lot 
of money. 

Suppose we just deduct this $60,000 and tell either you or the State 
Department to absorb it. Then maybe next year you will spell it out. 

Mr. Feeney. This is a small item for which the State Department 
must be reimbursed to cover the space and administrative services 
furnished which are necessary to the proper functioning of our over- 
seas Offices. 

Mr. Tuomas. $60,000 is not small. 

Mr. Feeney. It is small when compared to what they charge all 
agencies of the Government, their overall bill there, sir. We have a 
very small staff and occupy very small quarters compared to many 
others. 

Mr. Tuomas. Let’s get down to cases. In how many different in- 
stallations are you located overseas? 

Mr. Feeney. Five. 

Mr. Tuomas. In Europe? 

Mr. Feeney. Paris, London, Frankfurt, Rome, and Madrid. There 
is also an office in Tokyo. That would be six. 

Mr. TxHomas. We will say five in Europe. Does this $60,000 cover 
all of Europe as well as Tokyo? 

Mr. Freeney. Yes, sir. 

Mr. Tuomas. You don’t pay the Department of State any rents or 
ae or any guard service in Tokyo? 

r. Frenny. No. 

Mr. Tuomas. How much space do you have in your Paris office? 
Where is it located ? 

_ Mr. Feeney. 41 Rue du Faubourg St. Honore. Embassy C Build- 


ing. 

Mr, Tomas. How many square feet do you have? 

Mr. Frrenty. I don’t have that information. 

Mr. Tuomas. Can we get you folks or the State Department to 
absorb this $60,000? You say it is a matter of small concern to you. 
You don’t know much about it. We will take it out. 

Mr. Feeney. Mr. Chairman, I would like to advise against that. 
The item is of great concern to us, and is necessary for the proper 
functioning of our offices. I would like to furnish for the record a 
statement concerning the makeup of this cost. 

(The statement referred to is as follows:) 


The $60,000 item for “Administrative support’ is required to reimburse the 
Department of State for space and a variety of services furnished which are 
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necessary to. the proper functioning of our overseas offices and is broken down 
as follows: 
Location and estimated cost, 1959 

European Branch: 

Paris, France 

Rome, Italy 

London, England 

Madrid, Spain_-: 

Frankfurt, Germany 


1Of our total staff of 58 in the European Branch for 1959, 32 are located in the head- 
quarters office in Paris. 

The administrative support services are charged to us on a shared cost con- 
cept, i. e., services common to all agencies serviced by the Department of State 
are billed on a pro rata share depending on the number of employees in the 
agency serviced. The services furinshed by the Department of State involve 
all costs required to maintain services such as local salaries and marine guard 
allowances; travel and communications, such as local official transportation and 
telephone installation and service; building operating, which is the largest cost, 
involves our share of the rental of real property, repairs, utilities, custodial, 
ete.: miscellaneous contractual services; and, supplies and equipment. 

Estimates for the costs of the various services furnished are gone over in 
detail by our representatives in the foreign offices and again discussed locally 
with Department of State personnel responsible for the final preparation of 
the charges to be made. 


Mr. Weirzer. Mr. Chairman, we have worked closely with the 
State Department to get a better cost estimate on worldwide adminis- 
trative support. This has many things, elevator, janitor service, of- 
ficial cars furnished for official business, and when you compare it to 
the number of locations, it is small, but it is very carefully gone over, 
both in Europe, by our European Branch and in Washington by 
Mr. Feeney, and with the State Department. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Let’s put the bottom of page 19 in the record, “08 
Supplies and materials.” 
(P. 19 follows:) 


08 Supplies and materials 


Estimate: 
1958 


Despite constantly increasing prices in all types of supplies and materials and 
the fact that over $211,000 was expended in 1957, every effort will be made to 
hold down costs in this object class. The estimate of $200,000 represents the 
minimum amount required for current operating needs. 

Mr. Tuomas. There isn’t much justification for $200,000. Despite 
constantly increasing prices in all types of materials, $211,000 was 
expended in1957. = 

r. Frenty. That is right, sir. 

Mr. Tuomas. What isthis for? What is your unexpended balance 
as of January 31 of this year for the supplies? 

Mr. Feeney. Actual expenditures so far for the fiscal year 1958 
are $98,972. 
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ACCRUED EXPENDITURE BASIS OF STATING APPROPRIATIONS 


Mr. Yarers. I understand before I came in this morning there was 
some discussion of H. R. 8802. There was some doubt as to whether 
the Comptroller General had come to an opinion as to whether it was 
a budgetary form to be preferred over the current one. 

Mr. Campset.. I don’t think there has ever been any question that 
our office believes it is a good thing. 

Mr, Yares. It isa good thing? 

Mr. Campsey. Yes, sir. 

Mr. Yares. Can you give me the reasons for this? 

Mr. Campse.i. We spent considerable time on that this morning, 
Mr. Yates. We just feel that the proposal will provide a muc 
stronger control by the Appropriations Committee and by Congress 
over the expenditures, particularly in the defense area. 

Mr. Yates. In what respect? You say a much stronger control. 
Task you in what respects ? 

Mr. Camrsety. We think on long-lead items it will give you a chance 
to review what you have done previously from year to year on an 
annual basis, so that you can recast appropriations, if you feel that 
the programs should be reduced or otherwise changed. I think if the 
contract authority is worked out, which I feel it can be, there is no 
reason why you shouldn’t have an opportunity to see what has been 
accomplished, and whether contracts have been let, in the hearings 
on a particular year’s appropriation. 

_ For example, I coated item in Texas, a hospital. I think, Mr. 
Chairman, that you were interested in it. You had an appropriation 


for the hospital. The Bureau of the Budget apparently did not let 


the contract in that year. It did not allow the Veterans’ Adminis- 
tration to. 

Mr. Tuomas. That was up at McKinney, Tex. 

Mr. Campsett. Under H. R. 8002, you would have a good chance 
to review that action. 

Mr. Yates. Do you see any bad features in H. R. 8002? 

Mr. Campsetu. I beg your pardon. 

Mr. Yates. Do you see any bad features in H. R. 8002? 

Mr. Campset. I think there are problems to be worked out, and 
it will take some time to put the legislation into effect. 

I hope that you understand that as far as we are concerned, we are 
looking at the philosophy of accounting involved here and not in the 
actual operation. 

Mr. Yates. Of course, the basis for the bill is the philosophy of 
accounting that is involved ; isn’t it ? 

Mr. CampseEi.. Yes, it is; but I think that beyond that you have 

ot to think in terms of how long it will take to put this into effect. 
We are thinking that if this is done it will take some years for the 
proposal to take full effect throughout the Government, and that is 
naturally a wey important point to consider. 
( me Yates. You feel that it has advantages of substance rather than 
orm ? 

Mr. Campsent. Oh, yes. 

Mr. Tuomas. They could not point it out this morning, except in 
general terms, and not to my satisfaction. 
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Mr. Campseit. I remember that item of the Veterans Hospital 
problem. 

Mr. Tuomas. Our problem there was getting the Veterans’ Admin- 
istration to carry out the direction and the will of the Congress. That 
is all that was involved there. They did not want to do it. 

Mr. Camrsett. So, they carried along an unspent balance, and they 
could have carried it along for some years. 

Mr. Tuomas. The duty was to carry out the will of Congress. 

Mr. Vorsexu. I do not have any questions to ask by reason of the 
fact that the chairman has done an excellent job of bringing out the 
information that is necessary, but I would like to say that I think 
I speak for all the committee when I say that we have the highest 
regard for the work being done by all of you. I think you are doing 
a splendid job for the Government. 

I only wish some other agencies which I could name were doing as 
good a job. 

ISSUANCE OF CERTIFICATES OF AMORTIZATION 


Mr. Yares. Has the Comptroller General ever done a study of the 
extent and effect of the issuance of certificates of amortization ? 

Mr. Campsett. I do not think we have. According to Mr. Powers 
and Mr. Samuelson, there have not been any 

Mr. Yates. Has there been any kind of study to show the amount 
in Reonmany losses that have accrued through this method of depre- 
ciation ? 

Mr. Campsetu. No, sir; there has not been. 

Mr. Yates. Have you ever done any studies which would indicate 
any conflict of interest between the former Secretary of the Treasu 
and the issuance of certificates of amortization to companies in whic 
he held a stock interest ? 

Mr. Campsetu. No, sir; may I say there, Mr. Yates, that a matter 
of that kind, had it been drawn to our attention by a committee or by 
anyone else in Congress, we would have naturally proceeded. 

Mr. Yates. That is one of the questions I had in my own mind. 

Do you ever initiate these studies yourself? 

Mr. Campsety. Yes, sir; we do initiate many studies. 

Mr. Yares. Off the record. 

(Discussion off the record.) 


CHANGE IN APPROPRIATION LANGUAGE 


Mr. Tuomas. Why this new language in the appropriation bill: 


Rental or lease of office space in foreign countries without regard to the 
provisions of section 3648 of the Revised Statute. 


You have $60,000 in here to pay the State Department ? 

Mr. Frenzy. The proposed new language applies only to the Far 
East Branch where we have to pay rent in advance, Mr. Chairman. 

Mr. THomas. What do you mean by “have to pay in advance?” 

Mr. Freeney. We have to pay the rental a year in advance. 

Mr. Tuomas. To whom? 

Mr. Freenry. The Japanese nationals in Tokyo. That is the only 
place that it applies to. 
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Mr. Tuomas. You mean the State Department—whenever any of 
our agencies of government in Japan need and rent space—has to pay 
for it in advance? 

Mr. Freney. Our space in Tokyo is not furnished by the State De- 
partment. We entered into a lease with Japanese nationals for the 
space we occupy. Paying in advance is customary in Japan. 

Mr. Tuomas. How much money is this going to cost ? 

Mr. Freeney. Around $9,000 per annum. 

Mr. Tuomas. What are you paying for it? 

Mr. Feeney. $9,000. 

Mr. Tuomas. How much per square foot does that come to? 

Mr. Frenry. Approximately $5 per square foot. 

Mr. Tuomas. Are you buying it, or renting it? 

Mr. Feeney. Renting it. Weare ina very modern building. 

Mr. Tuomas. What goes with it? 

Mr. Feeney. Heat, light, janitor service, maintenance, and air-con- 
ditioning. Without air-conditioning and in less suitable quarters, 
the rate per square foot runs from $3.50 to $3.75. 

Mr. Tuomas. It is only about 50 cents per square foot higher than 
the District of Columbia, but the District of Columbia is the highest 
cost area per square foot in the United States. 

Mr. Feeney. Yes, sir. 

Mr. Tuomas. And, Tokyo isas high? 

Mr. Freeney. Yes, sir. 

Mr. Tuomas. Gentlemen, we thank you very much. We are very 
proud of our General Accounting Office. It is a very able organiza- 
tion, and we are very proud of Mr. Campbell and his very fine staff. 
We are proud of all of you. We think you are doing a fine job, and 
the Congress feels very close to you. The reason we do feel so close 
to you is that you are doing a good job, a very difficult job, and a job 
that comprises many tasks. Some of these tasks are pleasant, and some 
of them are unpleasant, but you usually do your work and let the chips 
fall where they will. 

We are proud of all of you, and like to do business with you. 

Mr. Campsett. Thank you, Mr. Chairman. 

Mr. Tomas. Good luck to you, and we will be seeing you. 





Turspay, Marcu 4, 1958, 


VETERANS’ ADMINISTRATION 
WITNESSES 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

HOWARD REED, BUSINESS AGENT, CONTRA COSTA COUNTY, BUILD- 
ING AND CONSTRUCTION TRADES COUNCIL, MARTINEZ, CALIF. 

RON WRIGHT, BUSINESS AGENT, LABORERS UNION, LOCAL NO. 324, 
MARTINEZ, CALIF. 

HERB SHOUP, BUSINESS AGENT, LABORERS UNION, LOCAL NO. 324, 
RICHMOND, CALIF. 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this morning our very distinguished personal 
friend and colleague, Congressman John F. Baldwin, of California. 

Congressman, we certainly are delighted to have you with us and 
‘we welcome your good advice. 

You are always fair with the committee and your advice is always 
helpful to us. 

I understand you have three constituents who are very close friends 
of yours. We are delighted to have them, too, and I hope you will 
introduce them. 

We will be delighted to hear from you, from them, or all of you, 
as you desire. 


Mr. Batpwin. Thank you, Mr, Chairman. 


STATEMENT OF HON. FRANCES P. BOLTON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OHIO 


Mrs. Bolton asked if I would be kind enough to deliver to the com- 
mittee a statement that she wanted to submit to the committee. 
Mr. Tuomas. Thank you very much. I talked with our colleague 


yesterday and she said you were gracious, as usual, and would present 
this for her. 


We will insert this statement in the record without objection. 
(The statement of Representative Frances P. Bolton, is as follows:) 


Mr. Chairman, members of the committee, thank you for giving me this oppor- 
tunity to present a statement on the object of Veterans’ Administration hospital 
construction funds. 

You will recall, Mr. Chairman, that there are two proposed VA hospitals in 
northern Ohio which I have had a deep interest in over a period of years. One 
is the 1,000-bed neuropsychiatric hospital to be constructed at Brecksville, Ohio; 
the other is an 800-bed general medical and surgical hospital at Wade Park in 
Cleveland. 

The Veterans’ Administration has funds for the neuropsychiatric hospital and 
I am happy to say that Dr. Middleton has advised me that plans for this hospital 
will be completed in June. Following that, these plans will then be submitted for 
competitive bidding and within 60 to 90 days from that time they should be 
“throwing dirt.” This is good news, indeed, as it is my understanding that there 
are something over 1,900 veterans in the northern Ohio area awaiting necessary 
psychiatric treatment. 

On the other hand, the general medical and surgical hospital to be constructed 
at Wade Park, Cleveland, was authorized by Congress in 1950, but no money 
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was forthcoming until 1956, when’ $1,056,786 was appropriated for plans, tech- 
nical services, etc. Last year in testimony before this committee, the then Ad- 
ministrator of Veterans’ Affairs, Hon. H. VY. Higley, stated that construction 
funds for the Cleveland, Washingon, and Oakland hospials were not included 
in the fiscal year 1958 budget request in conformance with administration policy 
to defer construction projects which could be postponed to a later date. Mr. 
Higley went on to say that “current design schedules indicate that these post- 
ponements will not materially affect our construction activities if not extended 
beyond the fiscal year 1958,” 

In reality, construction of this hospital has been delayed over the years by 
disagreements within the Veterans’ Administration, with the Civil Defense 
Administration, over the issue of whether the hospital should be atom-bomb- 
proofed, and with the Budget Bureau. I am now assured by Dr. Middleton 
that these differences are now at the point of solution. This fact, however, does 
not mean the hospital will be expedited as the Veterans’ Administration has in- 
formed me that the earliest date a request for construction funds can be sub- 
mitted is fiscal year 1960. This is indeed discouraging news. 

Cleveland has responsibility for 715,000 veterans in northern Ohio. The pres- 
ent building which houses Crile VA hospital is quite old and always in need of 
repairs. In addition, it is situated some 20 miles from the Western Reserve 
University School of Medicine. As you know, such a distance tends to lessen 
the value of the association between the university and the hospital, which 
means a lessening of the attention some of the cases at the hospital should be 
receiving. 

The suggestion was made that the delay is because of an administration policy 
of “postponing expenditures to a more favorable economic period.” This, of 
course, is outdated today, inasmuch as the unemployment situation is such that 
the Federal Government is planning new post offices and other constructions. 
I am sure you agree with me that much as we need post offices, the veterans are 
of far greater importance. Especially are we of Cleveland concerned when we 
read that new VA hospitals are to be built in other parts of the country. Add 
to this the report in a recent AMA Journal that the Army is in process of con- 
structing 7 new hospitals, and the Air Force 17, and you can see why Cleve- 
landers find the VA attitude on the General Medical and Surgical hospital diffi- 
eult to accept. 

In presenting this to your committee, Mr. Chairman, I do so with the hope 
that if there is any possible way construction of this much needed hospital can 


be expedited, you will do whatever you can to urge it. Certainly there should 
be no further delays. 


Mr. THomas. You may proceed, Mr. Baldwin. 


STATEMENT OF REPRESENTATIVE JOHN F. BALDWIN 


before your subcommittee. I have with me three 

Contra Costa County, Calif. These are Mr. Howard Reed, business 
nt, Contra Costa County Building and Construction Trades Coun- 

ell, Martinez, Calif., and also vice president of the AFL-CIO for 

California; Mr. Ron grees business agent, Laborers Union Local 


Mr. Bautpwin. I very much appreciate the er to eo oe 
ocal witnesses from 


324, Martinez, Calif.; and Mr. Herb Shoup, business agent, Labroers 
Union, No. 324, Richmond, Calif. 

The purpose of our appearance before your subcommittee is to 
testify m favor of an immediate appropriation of $13,995,000 for the 
construction of a new Veterans’ Administration hospital at Martinez, 
Calif., to replace the present VA hospital at Oakland, Calif. 

Several years ago the Veterans’ Administration and the Congress 
determined that the Oakland VA hospital should be replaced. This 
hospital is actually in an old building which was formerly a hotel, 
and was never built for hospital purposes. As a result, its mainte- 
nance costs-:are extremely high, and many of its facilities should be 
improved. The 84th Congress appropriated $1,175,000 for site acquisi- 
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tion and for the working drawings and specifications of the new 
replacement hospital. 

In the fall of 1956, the Veterans’ Administration selected and pur- 
chased a site for the new hospital at Martinez, Calif. This site is 
approximately 20 to 25 miles from Oakland, and is an excellent cen- 
tral location for the area to be served by the hospital. This hospital 
must serve veterans in the entire East Bay and the entire Sacramento 
Valley as far north as the Oregon line, a distance of approximately 
300 miles. The city of Martinez gave complete cooperation to the 
Veterans’ Administration. At the request of the Veterans’ Adminis- 
tration, the city of Martinez annexed the site and made provisions 
a sewer and water service, and other necessary utility services, at 
the site. 

Last year the Veterans’ Administration requested funds for the 
construction of this hospital in its original budget requests for fiscal 
year 1958, but the Budget Bureau eliminated the funds for construc- 
tion of new VA hospitals at Martinez, Calif.; Cleveland, Ohio; and 
Washington, D. C. This year funds for construction of these three 
VA hospitals were also not in the budget. We feel that this is a serious 
mistake, as the maintenance costs of the old Oakland VA Hospital 
are excessive, and these costs will be reduced as soon as the new re- 
placement hospital is built. In addition many improved facilities 
will be available in the new hospital to serve the veterans. 

I have checked with the Veterans’ Administration and find that the 
funds required for construction of the new Martinez Hospital will be 
$13,995,000. Therefore, we are requesting an appropriation of this 
sum for that purpose. The VA have informed me that they have just 
about completed the space requirements for this new hospital, and 
will be ready to award an architectural contract shortly for the pur- 
pose of drawing up the working drawings and specifications. It is 
my belief that by the spring of 1959 they could be ready to begin con- 
struction if an appropriation is made for this purpose. The prompt 
construction of this hospital is urgently needed. California has had 
a. tremendous increase in veteran population since World War IT, and 
it is essential that these veterans receive proper medical care in the 
prover facilities. 

Mr. Chairman, I should like to insert in the record at the end of my 
statement a telegram from City Councilman Jack O. Fries of Martinez, 
Calif., who is chairman of the Martinez City Council Hospital Loca- 
tion Committee. This telegram urges that an immediate appropria- 
tion be made for the hospital and pledges the full cooperation of the 
city of Martinez in working out the details of construction of the 
hospital. 

Mr. Tuomas. Submit that to the committee and we will look into it. 

(The telegram referred to follows :) 

Martinez, Cautr., February 28, 1958. 
JoHN F. BALpwIin, 
House O fice Building, Washington, D, C.: 


Thank you for bringing to our attention the forthcoming meeting of the Inde- 
pendent Offices Subcommittee of that House Appropriations Committee. We 
strongly urge that you take every action possible to impress upon the Independent 
Offices Subcommittee the need for the immediate construction of the Martinez 
Veterans’ Administration Hospital. It is imperative that funds for this worthy 
purpose be provided in this year’s budget. We would like to ask you to assure 
the subcommittee members that the city of Martinez will continue to extend its 
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wholehearted cooperation to the Federal Government and the Veterans’ Adminis- 
tration in working out the details of construction of the hospital. The city of 
Martinez has taken every action requested by the Federal Government including 
annexation of the hospital site and the making of provisions for the availability 
of utilities at the hospital site. We will continue to be of every assistance to the 
Federal Government possible and urge favorable action on the part of the Inde- 


pendent Offices Subcommittee in order that immediate construction of this 
necessary facility can take place. 


Jack O. FRIEs, 
Chairman, Council Hospital Location Committee. 

Mr. Batpwin. The national organizations of the American Legion, 
Veterans of Foreign Wars, and Disabled American Veterans all are 
on record in favor of the prompt construction of this new replace- 
ment hospital. The construction of the hispital at this time would also 
provide much needed employment for many construction workers who 
are now unemployed and urgently in need of employment. 

Thank you, Mr. Chairman, for the opportunity to appear before 
your subcommittee on this important matter. 

I would like to introduce these three witnesses. It shows the intense 
interest in the area in having the construction of this hospital carried 
forward that these three gentlemen are here, all from the area. 

Mr. Tuomas. Welcome aboard. It is nice to have you with us. 

Mr. Baupwin. The first is Mr. Howard Reed, business representa- 
tive of the Contra Costa Building and Construction Trades Council 
and vice president of the State of California AFL-CIO. 


STATEMENT OF MR. HOWARD REED 


Mr. Reep. Mr. Chairman, I am also on this hospital committee in 
the city of Martinez. I represent labor there. I know the extent of 
the work that the city has done to make the facilities there available 
so the hospital could be built. A lot of preliminary work has been 
done in the way of sewers and waterworks, and they have cleared the 
way for getting the proper building permits. That has been a stum- 
bling block in some areas. I do not know what the amount of money 
expended has been. I do not have the figures with me. I did not know 
I would appear when I got back here. Originally I was here on an- 
other matter. 

I am glad to have had the eae to appear and I would like to 
urge you gentlemen to give this project every consideration you pos- 
sibly can. I think one of my colleagues, or both of them, will stress 
the mete ip! beng situation we have there -which is not in any one 


locality; I think all localities have it. I can speak only for my 
locality at this time. 


That sums up my statement. 


Mr. Tuomas. That is very nice and we are delighted to have your 
statement. 


STATEMENT OF MR. HERB SHOUP 


Mr. Batpwrin. The next witness is Mr. Herb Shoup, secretary of 
the Contra Costa Building and Construction Trades Council and 
business representative of the Laborers Union Local No. 324 in Rich- 
mond. 

Mr. Tuomas. It is nice to have you with us. 

Mr. Suovr. As you probably know, in an industrial area unemploy- 
ment recreates itself sooner than in a rural area. At the present time 
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we are experiencing a situation where we have possibly doubled the 
number of building trades people idle that we normally have within 
a winter period. 

The bad feature of this is that this is not something which occurred 
only this winter but it was a carryover from last summer. 

Last summer our employment was not as full as normal and this 
winter it got worse. 

We expect some industrial expansion within the foreseeable 8 or 9 
months. Possibly our people will be fairly well taken care of, but 
projects such as this would: be very helpful in carrying over a year 
or 2 years from now so we will be able to foresee some employment 
for our people. 

These kinds of projects will help and we would like to urge that 
you attempt to get an appropriation through so we can say to them 
we will have some work. 

Mr. Tuomas. Very fine. We are delighted to have your remarks. 


STATEMENT OF MR, RON WRIGHT 


Mr. Batpwin. The third of our witnesses, Mr. Chairman, is Mr. 
Ron Wright, business representative of the Laborers Union 324 at 
Martinez, Calif. 

Mr. Tuomas. Welcome aboard, Mr. Wright. 

Mr. Wricut. We have, as the previous speaker stated, a serious un- 
employment situation. Although this will be some time in starting, 
if we get some action on this it will increase employment in home 
building on the strength of the hospital going in, and we feel any 
action that is taken will relieve some part of our unemployment situa- 
tion because it all ties in. 

Mr. Tuomas. Very much to the point. 

We thank you gentlemen very much. You have made some very 
telling remarks. 

Mr. Evtns. Mr. Baldwin certainly has been most industrious and 
active in thisarea. I know of his personal interest and work on behalf 
of this project. 

What does the Budget Bureau say about the possibility of releasing 
funds for this needed hospital construction ? 

Mr. Batpwin. The Budget Bureau does not have any funds in the 
budget as it now has come to Congress. 

T had a meeting with, Mr, Merriam, the Assistant Director of the 
Budget, on this issue yesterday, and stressed to him the importance of 
proceeding with the hospital. 

He stated yesterday they had under consideration the whole problem 
as to whether they would submit additional requests to Congress for 
funds on reclamation, rivers and harbors, flood control, or any projects 
of that type with a view to speeding up some of our construction pro- 
grams. He said they would give consideration to these hospitals in 
the event they made a decision to come in with such requests. They 
had not, formulated any decision on the subject at this time. 

Mr. Evins. As I understand it, the people in the area of Oakland 
and around that area generally agreed as to this particular site. There 
is no question about the location of the site ? 
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Mr. Batpwin. The site was selected by the VA in 1956 and has been 
purchased by VA. The city of Martinez annexed it so it could provide 
it with sewer and water facilities. 

Last year there were a few people in Alameda County still hoping 
to build a hospital in southern Alameda County. You will always 
find some problems within different local areas. 

Mr. Evins. We have had that experience and that is why I asked 
the question. If the site area is determined then you can generally 
proceed. But if there is a controversy that could be one of the reasons 
for the delay. 

Mr. Batpwin. That has been settled and determined by the VA. 

The national organizations, the American Legion, VF W, and DAV, 
were here before your subcommittee to testify in favor of the construc- 
tion of this hospital. 

Mr. Evins. I will say to my colleague that this committee is sympa- 
thetic to projects of this nature. We provided the initial planning 
funds. If you can get the VA and Budget Bureau to go along with 
your request, personally, I want to pel. 

Mr. Vursetu. I think the issue has been very well presented by our 
colleague and the gentlemen with him. I know the committee will 
give this matter serious consideration and try to be helpful if it gets 
around to where we can. 

Mr. Batpwry. Thank you, Mr. Vursell. 


BED CAPACITY 


Mr. Jonas. What is the difference in bed capacity in the proposed 
hospital and the one now in Oakland ? 

Mr. Batpwin. The Oakland hospital has bed capacity of 712. The 
new hospital has bed capacity of 500. 

The VA stated that in building the Palo Alto hospital of 1,000 beds 
for which a contract recently has been let that they have provided 
250 beds in that hospital for general medical and surgical use. There- 
fore their plans are 250 beds in that hospital, plus the 500 beds in the 
Oakland hospital, will therefore make a total of 750 general medical 
and surgical beds to replace the 712 general medical and surgical beds 
in the old Oakland hospital. 


LOCATION OF PROPOSED HOSPITAL 


Mr. Jonas. What is the distance between the various points? The 
proposed hospital is at Martinez ? 

Mr. Batpwrn. That is right. 

Mr. Jonas. The present hospital is at Oakland ? 

Mr. Batpwin. Yes. 

Mr. Jonas. The one under construction is at Palo Alto? 

Mr. Batpwin. Yes. The distance between Martinez and the old 
hospital at Oakland is between 20 and 25 miles, but that area, that 
particular hospital, serves both Alameda and Contra Costa County, 
adjoining counties, and then all the Sacramento Valley up to the 
Oregon line 300 miles north. 

Martinez actually is 20 miles nearer to all the Sacramento Valley 
and the city of Sacramento which has over 300,000 people in that one 
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city. They will be 20 miles closer to the hospital at Martinez than 
they are now at present in Oakland. 
Mr. Jonas. How far to Palo Alto? 
“ Mr. Batpwrn. I would say from Oakland it is about 40 miles 
riving. 
Mr. Tuomas. Thank you very much, gentlemen. It is fine to see 
you and good luck to you. 


Turspay, Marcu 4, 1958. 
VETERANS’ ADMINISTRATION 
WITNESSES 


JOHN J. CORCORAN, DIRECTOR, NATIONAL REHABILITATION COM- 
MISSION, AMERICAN LEGION 

T. 0. KRAABEL, CONSULTANT TO THE DIRECTOR, NATIONAL 
REHABILITATION COMMISSION, AMERICAN LEGION 

CHARLES W. STEVENS, ASSISTANT DIRECTOR, NATIONAL REHA- 
BILITATION COMMISSION, AMERICAN LEGION 

DR. HYMAN D. SHAPIRO, MEDICAL CONSULTANT, NATIONAL REHA- 
BILITATION COMMISSION, AMERICAN LEGION 

EDWARD McGRAIL, CHIEF, INFORMATION AND RESEARCH, NA- 
TIONAL REHABILITATION COMMISSION, AMERICAN LEGION 

BERTRAM G. DAVIS, LEGISLATIVE ASSISTANT TO THE DIRECTOR, 
NATIONAL LEGISLATIVE COMMISSION, AMERICAN LEGION 


Mr. Tuomas. We have with us this morning some of our distin- 


guished friends from the American Legion. 

We have John Corcoran, director, national rehabilitation com- 
mission, Mr. Kraabel, consultant to the director, Mr. Charles W. 
Stevens, assistant director, our old friend of many years standing, Dr. 
Shapiro, medical consultant of the commission; we have Mr. McGrail, 
chief of information and research, and Mr. Davis, the legislative 
assistant to the director. 

Welcome aboard, gentlemen. It is nice to have all of you here. 

Mr. Davis. We have provided the commiteee with copies of the 
statement. 

Mr. Corcoran will be our principal witness and perhaps Dr. Shapiro 
and Mr. Kraabel would like to make some further statement. 

Mr. Corcoran. Mr. Chairman and members of the subcommittee, 
may I express the thanks of the American Legion for the opportunity 
you have provided in permitting us to appear before your subcom- 
mittee. My interest in this occasion is greatly increased since it is my 
first appearance before you as director for the national rehabilitation 
‘commission. 

Mr. Tuomas. We hope you will repeat this performance often. 

Mr. Corcoran. Thank you, sir. That is one of my prayers. 

_ There is a new sense of urgency as we appear here to ask for funds 
which will provide adequate means of administering the laws enacted 
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by Congress to benefit the war veterans who are disabled physically, 
mentally, and economically. 

A January 18, 1958, report from the Department of Commerce tells 
us that 749,000 World War IT veterans are unemployed. That is ap- 
proximately 4 percent of those who are available to the field of em- 
ployment. The note of urgency comes from the fact that this 
represents about a 125-percent increase in unemployment among 
World War II veterans as compared with December 15, 1956. 

It is probable that similar increases in unemployment among World 
War I veterans and Korean conflict veterans would be registered if 
reports on those two groups were available. 

The underlying principle which has guided Congress in providing 
benefits for war veterans and their dependents is that of recognizing 
the special service this group has performed in time of war. We be- 
lieve your committee and the Congress will want to emphasize the 
benefits to those who have suffered physical, mental, or economic dis- 
ability in a period when unemployment increases the difficulties that 
such groups have in meeting the day-by-day problems of living. 

Under the existing system of handling agency requests to the Bud- 
get Bureau and the subsequent Budget Bureau recommendations to 
the Congress, our knowledge of details of the VA budget for fiscal 
1959 is not complete. 

There are, however, certain experiences of our members and officials 
who deal with Veterans’ Administration at many places throughout 
the Nation which create doubt as to the adequacy of the recommenda- 
tions that come to the Congress. We are not permitted access to the 
reasons which lead the Budget Bureau to reduce the requests of 
Veterans’ Administration in some fields. But we do see the results 


when such reductions age approved and Veterans’ Administration is 
forced to operate, under the restrictions of the Bureau of the Budget, 
with smaller dollar grants than requested. 
The delegates to our 1956 and 1957 national conventions have ex- 
pees their thought with oe to VA programs. The resolutions 
e 


om those conventions form the basis of our statement here today. 

Our 1956 national convention went on record as follows: 

We are unalterably opposed to any curtailment in the medical, surgical, and 
hospital care now provided war veterans by the Veterans’ Administration through 


statutory authority and strongly urge increased VA hospital facilities for the 
mentally ill. 


The same national convention resolved: 


The American Legion * * * reiterates its stand approving hospitalization for 
all veterans who need treatment for so-called non-service-connected disabilities, 
provided they can not afford to pay for such care in a private hospital. 


Again, the same. convention. stated : 


The American Legion * * * strongly urges full utilization of all. beds in 
Veterans’ Administration hospitals where need is shown and staffs can be 
obtained and, to promote such utilization, urges also conversion of facilities 
wherever possible and desirable and that every effort be made to recruit needed 
personnel. 


To improve the possibility of retaining and maintaining adequate 
professional personnel in the VA Department of Medicine and Sur- 
gery, the 1956 national convention asked for— 
legislation which would provide a more equitable and realistic program of sal- 
aries and promotion in the medical service of Veterans’ Administration. 
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We are encouraged by the fact that the House Veterans’ Affairs 
Committee has reported favorably H. R. 6719 which would provide 
for increases for these personnel. 

We are instructed by a 1957 national convention resolution to pre- 
serve the hospitalization program for our unfortunate disabled com- 
rades who are suffering severe disability, who are broke and have no 
place to go. We believe there is no Member of Congress who will not 
subscribe to this premise. 

Last. week, 700 service officers from all, over the country met here 
in Washington at the American Legion’s annual national rehabilita- 


tion conference. Among other things, they considered this matter of — 


adequate medical care. Noting the budget cuts ordered by the Bu- 
reau of the Budget, the conferees reeommended— 

that every possible means, both administrative and legislative, be used to lodge 
with Congress the strongest possible protest against this dollar-worshipping 
concept of the Budget Bureau, as contrasted with the humanitarian concept 
of veteran medical care authorized by the Congress. 

Within the limits of the information available to us it appears 
there are several places where the recommendations of the Budget 
Bureau fail to reflect the thoughts expressed in the resolutions to 
which reference has just been made. 

In 1940 there were 14.5 beds for each 1,000 war veterans, In 1957 
there were 5.4 beds per 1,000. In addition there is an excessive num- 
ber of beds not being used in existing hospitals because Veterans’ 
Administration is denied the latitude of action which would permit 
it to use a bed for one type of disease when the demand in another 
area declines. If a more realistic approach were made to the use of 
such beds, the equivalent of 10 hospitals, each having a capacity of 
500 beds, would be added. 

There are those who believe it would be extremely helpful if the 
Congress were to announce its intention as to the number of beds 
which should be maintained inthe V A hospital system. 

The American Legion accepted the program of Con which 
called for approximately 146,000. beds. Thereafter, there was & 
16,000-bed cutback instituted by the Bureau of the Budget in 1949. 
Since that time the changes in individual hospital-construction pro- 
grams have brought the projected number of constructed capacity to 
something approximately 129,000 beds. 

The 1959 budget recommends that the operating capacity be reduced 
to 120,910 beds and the average daily patient load be reduced to 
110,900. If our analysis of such proposed reductions is correct, then 
this means that Veterans’ Administration. must severely reduce the 
average daily patient load in a considerable number of hospitals, or 
close hospitals, or both. 

Such a reduction in the average daily patient load seems to be in 
line with the policy of the Budget Bureau. A spokesman for that 
agency stated before the House Veterans’ Affairs Committee in 1957 
that VA needed 40,000 beds for the service connected, and that a policy 
of reducing VA capacity beyond that figure would be brought to bear 
at every opportunity. His statement seems effectively supported in 
the recommendations contained in the budget message 

Our information is that the Budget Bureau cut the VA’s requests 
for operating funds as follows: Medical administration uced 
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$2,776,000 ; inpatient care reduced $17,400,000. These are the funds 
needed to hospitalize the veterans from your State and mine. 

Mr. Tuomas. Where did you get that information? You say you 
have no information but apparently you have plenty. 

Mr. Corcoran. With your permission I would answer the chair- 
man’s question and indicate where we received these statistics. 

This is a so-called blue sheet published by the House Veterans’ 
Affairs Committee entitled “Excerpts from 1959 Budget,” which indi- 
cates on page 3 a comparative table of VA funds. 

- It lists the VA estimate submitted to the Budget Bureau and in the 
following column it lists the budget estimate. 

We find, if our mathematics are correct, a difference of $17 million 
in the inpatient care item. 

Mr. Trromas. Go ahead, Mr. Corcoran. 

Mr. Corcoran. We fear that there may be no place in the commu- 
nity to take care of them. Outpatient care reduced $2,542,000. Es- 
sentially, these are funds needed for treatment of the service connected. 

We have not seen the detailed statement giving the reasons for such 
curtailment. We believe that a large segment of the reduction in in- 
patient care is covered in the reduced bed capacity in tuberculosis 
hospitals, and in improved care for mentally disabled war veterans. 
It is hardly necessary to state here that outpatient care involves those 
suffering service-connected disabilities. Hence the need for a reduc- 
tion in that request of VA would need to be clear and compelling. 
We are confident that VA’s estimate of its own fiscal needs 1s more 
reliable than the estimate of the Budget Bureau. We know that VA’s 
evaluation is better informed and more humane than that of the 
Budget Bureau. 

The budget cuts ordered by the Bureau of the Budget are particu- 
larly disturbing to us in view of the fact that as of January 31, 1958, 
there was a waiting list of 24,147—15,706 of which were mentally dis- 
abled veterans whose applications for hospitalization have been ap- 
proved. In recent years it has been a rarity for a ea disturbed 
war veteran suffering from a non-service-connected disability to be 
able to secure admission to a VA mental hospital. The waiting list 
of 24,147 mentioned above represents an increase of 1,589 over the 
waiting list in existence on January 31, 1957. Further, the waiting 
list as of February 24, 1958, had risen to 26,341. Incidentally, the 
waiting list figures do not take into account the many veterans who 
need hospitalization but who are not placed on the waiting list be- 
cause they do not apply, or because they withdraw their applications 
after they are advised by Veterans’ Administration that their admis- 
sion could not take place for a long period of time. 

Reports published by the Journal of the American Public Health 
Association indicate that for every veteran treated in a VA hospital 
there are four others who are treated in non-Government facilities 
with the expense of such treatment being borne by the veterans. 

It is probable that, with the increase in unemployment in the ranks 
of the war veterans, there will be fewer members of this segment of 
the population who will be in position to continue paying for such 
treatment. We urge that your committee consider this condition 
when you are arriving at a decision as to whether you accept the rec- 
ommendation of the Budget Bureau or the more informed request 
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of Veterans’ Administration. It does not appear to us that this is the 
time to reduce the capacity of Veterans’ Administration hospitals, or 
to close any of their doors. 

Aside from the reductions in operating funds for V.A’s Department 
of Medicine and Surgery, it seems to us that now is an excellent time 
to accelerate the program for new construction, for replacement of 
hospitals that are expensive and inefficient in operation, and to in- 
crease the flow of money in the modernization and repair program. 

Our information is that the Budget Bureau has been retarding the 
allocation of funds for the purpose of construction, modernization, 
and repair of VA hospital facilities. If our analysis is correct, then 
the Budget Bureau has recommended only $9,145,000 in new obliga- 
tional authority for this VA program. 

It appears to us that needed and authorized VA hospital construc- 
tion provides an excellent opportunity to provide employment in con- 
struction and allied fields. We are aware that there are some unob- 
ligated construction funds remaining from previous appropriations 
and that the expenditures for 1959 will approximate $50 million. 
(This is $15 million less than is available for construction in fiscal 
year 1958.) 

But, due to a change in bookkeeping accounts, the $50 million in- 
cludes the money for new construction, for replacement of existing 
hospitals, and for major alterations, improvements, and repairs, 

ou gentlemen are well aware of the fact that some of the projects 
have been approved for too many years. We think it is proper to ap- 
propriate a far greater proportion of the sum that is needed so that 
all details of the on construction, modernization, alteration and 
wee may be accomplished. 

f our analysis of the Budget Bureau’s recommendations is correct 
an sdaitional. appropriation of $192,121,000 is needed to complete 
the approved projects. The equity of providing modern facilities for 
the treatment of eee war veterans is firmly established, It seems 
to us that now is the correct time to take a long step forward in abating 
the frustrating delays that VA has encountered in carrying out its 
construction program. We urge your committee to be far more in 
line with the admitted needs of Veterans’ Administration than the 
budget Bureau has been in the field of hospital construction. 

In conclusion let me repeat the expression of thanks for the oppor- 
tunity. given our organization to appear here and state the cause of 
the disabled war veterans. Down through the years the American 
Legion has relied upon the Congress to represent the thinking of all 
Americans in providing benefit programs for the Nation’s war vet- 
erans. Similarly we recognize the fact that your committee is thor- 
oughly cognizant of the need to make recommendations for appropri- 
ations which will permit the Veterans’ Administration to operate in 
the manner intended when that agency was created by the Congress. 
We have every confidence in our Congress. We believe in represent- 
ative government. But when the Bureau of the Budget can circumvent 
the will of Congress we have deep resentment. We depend upon you 
to correct this great deficiency so far as veterans’ affairs are concerned. 
It is in that spirit that we have come before you today to ask for a 
more equitable approach to V.A’s administrative problems than is pro- 
vided in the recommendations of the Bureau of the Budget. We con- 
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tinue in our firm belief that the Congress, not the Bureaw of the 
Budget, has the responsibility and will determine what will best meet 
veterans’ needs. 

Mr. Tuomas. A very fine statement and we agree with your general 
theme. 

In the first place, we feel it is the duty of the Congress and not the 
duty of the Bureau of the Budget. e Budget Bureau is purely 
advisory. 

We are as interested in this subject as you gentlemen are. 

Mr. Corcoran. We are sure of that, Mr. Chairman. 

Mr. Tuomas. It was our understanding that it was generally a sat- 
isfactory budget last year. We gave exactly penny for penny what 
they asked for; namely, $702 million, which is not exactly chickenfeed, 
and it was based upon the use of 140,800 beds. 

Was that program satisfactory last year? 

Mr. Corcoran. So far as I know, Mr. Chairman, the appropriation 
was satisfactory. 

Mr. Tuomas, For 1959 there is an increase of about $5 million, plus 
a supplemental in round figures of another $6 million, so that is almost 
$11 million more than we had last year. We must attribute that some- 
what to inflation, prices of materials going up, and so on. Even 
though dollarwise it increases about $11 million, the budget shows a 
decrease in bed occupancy on an annual basis of about 1,700 beds. 

You used a figure of $17 million awhile ago. I don’t know whether 

et got it mixed up or not, but the budget shows a decrease of 1,700 
ds. 

We specifically asked the Administrator of Veterans’ Affairs if this 
$11 million increase over last year would get the job done. As well 
as I remember he finally came up with a figure of $314 million addi- 
tional. If he had $314 million more than the budget requests he could 
get the job done. 

Do you agree with that figure? 

Dr. SHarmo. I believe I can clear up this item of $17,400,000. Two 
items comprise the bulk of it. The Bureau of the Budget recom- 
mended a reduction of $5,650,000 in the reduction in tuberculosis 
beds as is spelled out in the message. I will come back to that later 

What is not shown is this next item of $614 million which the Vete 
rans’ Administration asked for to cover improved care in mental hos 
pitals which comprises over 50 percent of the patient load. 

What has happened in the mental hospitals is something like what 
is happening in the TB hospitals. 

Incidence of tuberculosis is rising but the average stay of a patient 
in the TB hospital is going down. 

It is going down because of drugs and surgery. They were able 
to reduce the bed stay of tubercular patients. 

With the use of tranquilizing drugs and other methods of psychia- 
try, instead of having disturbed wards where men were being kept 
under custodial care, you don’t have that much any more. Now the 
patients are amenable to being treated, so the Veterans’ Administra- 
tion did ask for $614 million for 1,142 additional personnel to take 
care of this changing picture in mental cases. 

This included 125 physicians and the rest of them were therapists 
of various kinds. 
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I have spoken in the past about the career program in neuropsy- 
chiatry. |The Veterans’ Administration has been training more psy- 
chiatrists than the rest of the country and they have a career pro- 
gram where a man is obligated to remain in the Veterans’ Adminis- 
tration for 2 years after 3 years of training. Each year 40 to 50 of 
these men want to come into the VA hospital system where there has 
been a shortage of psychiatrists in the past. VA has been able to get 
psychiatrists easier than other places. 

If this $614 million for the improved care of mental] cases is not 
restored, in my opinion, and I am a psychiatrist and neurologist, you 
will not get the best type of care for your mental patients. 

As a matter of fact, I think it is cheaper to ge the $614 million to 
give improved care and get them out of the hospitals than to build 
beds, buildings, and hospitals. 

Mr. Tuomas. If it is just that simple we would agree with you 100 
percent, but you know and we know it is not that simple. 

Dr. Suartro. I can speak from personal experience in being con- 
nected with George Washington University’s Medical School and 
Hospital. We built facilities there, similar to psychiatric units in 
medical and surgical hospitals. They are hospitalizing more than 
half of the mental patients in this country and restoring them to the 
communities within a short time. It is the early intensive care that 
returns a man to the community. 

Getting back to the closure of the tuberculosis beds, while on the 
face of it they are designated tuberculosis hospitals, due to the in- 
creased availability of beds, due to reduced stay of the individual 
tuberculosis case, the VA has been utilizing these beds for the treat- 
ment of chronic lung diseases other than the TB, and for the aged, 
chronic, and general surgical and medical cases. If these beds are 
not made available and the TB beds are cut 

Mr. Tuomas. Suppose we put this item back to exactly where it was 
last year? Would that be satisfactory ? 

Dr. Suarrro. Yes,sir. This $12,150,000, if restored 

Mr. Tuomas. I am talking about beds, putting it back where it was. 
Put it back to 140,800 beds. They want to reduce it 1,700 beds and 
write it into the act. Suppose we restore it? 

Dr. SHarrro. That would be fine if the VA is given latitude. But 
these 140,000 beds include all of the domiciliary beds in the State 
soldiers’ homes as well,as the 17,000 VA domiciliary beds. The VA 
now is being charged for utilizing beds in State soldiers’ homes. I 
think you can write back 1,000 or 2,000 beds in the VA hospital sys- 
tem, or if you get an additional number of beds with funds provided 
so the VA can utilize those funds, not for the minimal amount that 
thev pay to the State soldiers’ homes but adequate money to get the 
additional personnel in the neuropsychiatric hospitals, and utilize 
this approximately 1,000 TB beds that will be cut out as a result of 
the reduction in money, I think that will be very satisfactory. 

Mr. Tuomas. It appears to be that this new Administrator of the 
Veterans’ Administration is going to make a tremendous effort, and 
will make a good administrator. He says $314 million above the 
budget estimate, plus the $6.5 million supplemental, will enable him 


to doa bangup job. He thought he could do it with that amount of 
money. 
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Dr. Suartro. I keep very close to the medical service of the VA and 
in my opinion, of the two items I mentioned, if you are going to uti- 
lize these beds, that will be closed as TB hospitals ost throw this 
chronic load back on the general medical and surgical hospitals, which 
I think you will have to do because they won’t close beds across the 
ae In my opinion, they will probably close five TB hospitals. 

Mr. TxHomas. This is 1,700 beds we will not let him close by insert- 
» language. 

r. Suaprro. If you will restore 1,700 beds above the Bureau of the 
Budget recommendation, I think they can make a go of it. 
Mr. Tuomas, Thank you. 


VA REQUEST FOR NP CARE 


Mr. Yates. There are two subjects I would like to ask about: I am 
very much interested in restoring the $6.5 million for the care of mental 
atients that was eliminated by the Bureau of the Budget. I am told, 
owever, that were the money restored, VA won’t be able to hire the 


personnel, that there is not enough personnel to take care of the mental 
patients. 


What do you say to that? 

Dr. SHaprro. id have already mentioned this career training pro- 
gram. I may state the VA at the urging of the American Legion, be- 
cause we proposed this training program in neuropsychiatry a number 
of years ago, is in a fortunate position where each year they are able 
to add to the number of psychiatrists, This personnel of 1,142 is not 
all physicians. Only 125 of them are physicians. 

' — Some of them are technicians, therapists, helpers, et 
cetera 

Dr. Suariro. That is right. I feel confident that VA will be able 
to obtain them. There are four or five isolated stations in the country 
where the VA was thinking of closing NP hospitals but the interest- 
ing thing, under this career training program, during the 2 years of 
obligated service, the psychiatrist must go where the VA sends him. 
The VA has been able to maintain-these isolated mental hospitals by 
sending these career men to visit these hospitals. They are enthusiastic. 

Mr. Yares. Is there a relationship between the number of beds that 
are closed down and the lack of personnel to operate them? 

Dr. Suarmo. We have that here for you, sir. I have the unavailable 
statistics through the VA as of December 31, 1957. 

Mr. Yates. What do you mean by unavailable ? 

Dr. SHarrro. Unavailable—constructed beds that are not available 
right now. This letter is addressed to me by the Administrator of 
Veterans’ Affairs, dated February 28, 1958. 

Mr. Kraanet. Mr. Yates, the statistics on the unavailable beds is 
what he speaks of. 

Dr. Suartro. It states in here that where unavailability was due to 
difficulty to recruit een in NP hospitals, that there are only 
135 beds in the whole VA system. 


They are unavailable due to not being able to get people. In many 
places they a the personnel. It shows just where. 
h 


Mr. YAartes. can’t you obtain personnel at Hines? TI don’t 
understand that. That isin G. M. and 8. 
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Dr. Suapriro. It is largely a question of nurses, . They can get 
them in the other hospitals but Hines is quite a distance out. 

Mr. Yates. With respect to the mental patient load there are only 
135 beds that are now closéd down? 

Dr. Suario. Due to unavailability of personnel. But these will 
definitely be available as these 40 to 50 psychiatrists from the career 
training program come into the system. 


MEDICAL RESEARCH PROGRAM 


Mr. Yates. The second point I want to inquire about relates to the 
medical research program. I noted no reference to that program in 
Mr. Corcoran’s statement. Would you touch on medical research? 

Mr. Corcoran. I intended to read the last paragraph just when the 
chairman asked a question. I was going to ask Dr. Shapiro to dis- 
cuss the need for research funds, and certain other specific areas of 
the budget. 

Mr. Yates. Are you interested in medical research ? 

Mr. Corcoran. Very much so. I don’t know whether you want to 
wait until the chairman returns or shall we go ahead? 

Mr. Yates. I think he would prefer to have us go ahead. 

Dr, Suarmo. In addition to my work with the American Legion, I 
also happen to be a teacher on the staff of GWU Medical School. 

Mr. Yates. What do you teach, Dr. Shapiro? 

Dr. SHartro. Neurology. I happen to be an associate clinical pro- 
fessor of neurology and in charge of the neurological outpatient de- 
partment. 

In the shortage of personne] that exists throughout the country, 
full-time staffs, residents, and interns, the greatest shortage is In 
the places where there is no teaching program and no research go- 
ing on. We have had experience in the VA veterans’ training pro- 
gram of men turning down a salary with the Veterans’ Administra- 
tion in excess of $10,000 when they come out of the service, to go on 
as a resident at $3,000, because they would be sent to a hospital 
where there was adequate research and adequate training. The same 
thing exists in our better hospitals in this country. The places where 
they have shortages in their staffs are the men thdt do not have this 
type of program. 

Tn other words, the doctor wants to be where he can be up to date, 
and see what he is doing and where he is going. 

Mr. Yates. Do you think the VA medical research program is an 
important one ? 

Dr. Suartro. Yes, sir. The VA medical research program is not 
only of importance to the veteran, but is important to the Nation. 
The VA medical hospital system now has tied in with it, through their 
dean’s committee, practically all of the major medical schools of this 
country. 

I may state that it is the finest single medical service in the country. 
VA medicine ranks very high. It is because of this association with 
these medical schools that it is this way. 

Why did the medical schools go into this program? They went 
into it because of the material that was available, and the fact that 
they have the manpower to do this’ fesearch, and education. 
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There is one peculiar thing about the VA medical system that does 
not exist anywhere in the world. First of all, it is the largest medical 
and hospital agency under one administration in the world. You have 
in the Veterans’ Administration hospitals in every area of this coun- 
try, in every climate. You have got them in the mountains, you have 
them at the seashore, north, south, east, and west. You can carry 
on cooperative studies, all under one head, which is not available 
anywhere in the world, as I see it. 

he VA is now carrying on comparative research in 20 of these 
hospitals, so that the research can be checked and rechecked. 

Mr. Yares. The current budget I think provides for $10 million 
in medica] research. Is this adequate ? 

Dr. SHaprrro. Yes, sir. Wethought $11 million. Weso testified last 
year before the Senate, but I think they can get by with $10 million, 
with the research projects that are now underway, 

Mr. Yates. The request of the Bureau of the Budget was $12.5 
million. 

Dr. Suarrro. That also included the research for prosthetic appli- 
ances, et cetera. It was my understanding that it did. 

Mr. Yares. Did that include the request for prosthetic appliances? 
I thought not. 

Dr, Suarrro. $10 million is outside of prosthetic appliances. That 
is a separate item. 

Mr. Evins. I gather from all these statements that your funds for 
research is adequate but you want 6 million Cae for inpatient 
care. 

Dr. Suarrro. 1,700 beds if restored provided the VA is permitted 
to use them as it sees fit. In answer to your question about. research, 
if the research is allowed to remain at $10 million, they could continue 
with the wonderful research program they are doing right now. 

Mr. Yates. There is 1 statement on page 3 that I am not exactly 
clear on. It is stated: 

In addition there is an excessive number of beds not being used ‘in existing 
hospitals because Veterans’ Administration is denied the latitude of action which 
would permit it to use a bed for one type of disease when the demand in another 
area declines. 

Mr. Corcoran. This is what we had inmind. Perhaps the TB area 
is the best illustration. The VA feels that the need is declining in the 
TB area. The doctor has touched on that. Actually the incidence 
may not, be declining but the need for hospital beds.declines. 

As the. need declines in an area, if the VA were given complete 
authority, they could use the beds no longer used for TB, use those 
for some other condition. 

Mr. Yaves. Who restrains them from using that? 

Mr. Corcoran. The Bureau of the Budget says they can not use 
them, 

Mr, Yates. For other purposes ? 

Mr. Corcoran. Yes, sir. can tell you on what premise the Bureau 
of the Budget acts. They construe the law providing non-service-con- 
nected hospitalization as meaning that only the facilities which now 
exist may. be used; for non-service-connected hospitalization. 

Once the need for the service is no longer there, they say, as far as 
ee whole medical program is concerned, that bed is no longer avail- 
able. 
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Mr. Yates. It is a constantly declining use ? 

Mr. Corcoran. Yes, sir. 

Mr. Jonas. I would like to ask Mr. Corcoran a question or two. 

You have used some pretty harsh language directed at the Bureau of 
the Budget, such as “dollar worshipers,” things of that sort. Do you 
in speaking for the Commission recognize that the Bureau of the 
Budget has any responsibility in the field of balancing budgets, or 
trying to live within our means, or do you recommend deficit financing, 
or increased taxation ? 

Which do you recommend ? 

Mr. Corcoran. Well, in the first place, sir, the statement, including 
the use of the words “dollar worshipping,” was a quote, of course, 
from the conference held last week, at which 

Mr. Jonas. I assume—— 

Mr. Corcoran. This is not meant apologeticallly. 

Mr. Jonas. You accused the the Bureau of the Budget of being 
dollar worshippers. 

Mr. Corcoran. Do I personally ? 

Mr. Jonas. Yes. 

Mr. Corcoran. Yes, sir; as far as veterans’ benefits are concerned. 

Mr. Jonas. Dollar worshippers ? 

Mr. Corcoran. By that I mean, and I wanted to finish my other 
statement, with your permission, only to show that this was a con- 
census of people throughout the country. That is why I said that 
this was a quote from our conference last’ week. not just our idea. 

Our position is this, sir: That you can approach the subject of 
adequate medical care for people who can’t afford to pay for it them- 
serves in 1 of 2 ways: One is the humanitarian approach, and the 
other is . 

Mr. Jonas. The dollar worshipping approach ? 

Mr. Corcoran. Yes. 

Mr. Jonas. What do you recommend if we run out of money? You 
recommend virtually unlimited appropriations in this field ? 

Mr. Corcoran. No, sir. I don’t think so. Our approach is based 
on this. We approach this subject of budgets with creat humility and 
a great understanding that we are not equipped to know all the facets 
of the problems that you gentlemen know, so we have to have some 
kind of a basis, and it is a two-point basis. There are two parts to our 
position : 

One is that we think when the VA submits a budget to the Budget 
Bureau, it is just about as low as the VA thinks it can possibly get. 

Mr. Jonas. Do you know that every agency submits budgets, or 
requests for more money than they finally receive? 

Mr. Corcoran. We don’t think that is true of the VA. You have 
your own opinion, sir, about the VA and other bureaus. 

Mr. Jonas. T asked, are you aware of the fact that generally sneak- 
ing most of the agencies request far more funds than they finally 
receive at. the hands of Congress? 

Mr. Corcoran. Yes. I am sure that is true. 

Mr. Jonas. That runs throughout Government. 

Mr. Corcoran. Ts the inference to be drawn that they intentionally 
request more ? 
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Mr. Jonas. No. I don’t say that. I say they request all of the 
funds they would like to haye, to operate the way they would like to 
operate, but generally speaking, throughout Government, I think the 
record will show that the total requests are materially reduced before 
Congress finally acts,. That applies not only to the VA but to the 
Defense Department. 

Last year we cut off nearly $214 billion of funds requested for 
national security, and I think I recall that the statement was made. 
when that budget was under attack, that if you totaled the oto 
requests that had been made by the various agencies, it would have 
required eight or ten billion dollars in addition to the funds requested 
through the Bureau of the Budget. I believe the total was $15 billion 
more than Congress finally appropriated. 

I am simply raising the question with you and asking for some 
advice. We sit here on a committee and have scores of agencies to 
consider. We have to come up with a bill appropriating money, not 
only for the VA, but for many other agencies and departments of 
government, 

Assuming we have just so much money available per year from 
taxes and income, do you recommend that we appropriate all of the 
money requested, regardless of the amount that is available, even if 
it involves deficit financing or do you recommend raising taxes? Do 
you recognize there is any virtue in a balanced budget ? 

Mr. Corcoran. Sir, I can’t speak for the American Legion, on this 
point but our national commander a couple of weeks ago when he 
addressed, or when we had a dinner for the Members of Congress, 
indicated that we would support the Congress’ efforts to raise taxes 
if that were what was needed to provide adequate medical care to 
the disabled veterans. 

(Eprror’s Nore.—See statement on page 1323 for a correction in the 
above testimony.) 

Mr. Jonas. You would not then recommend deficit financing, but 
an increase in taxes ? 

Mr. Corcoran. This is my personal recommendation, sir, but I cer- 
tainly can’t speak for the American Legion on that point. 

Mr. Jonas. But it is your recommendation ? 

Mr. Corcoran. It would be my personal recommendation. 

Mr. Jonas. Didn’t you say the Legion would support an increase 
in taxes? 

Mr. Corcoran. That was my understanding of ‘what the national 
commander said. 

‘ Mr. Jam Ah Does that represent the viewpoint of the Legion of- 
cially 

ire Cosiotiaie: Generally, sir, as you probably know, the official 
position of the Legion is declared in national conventions and at meet- 
ings of the national executive committee. Whether or not the state- 
ment of the commander on something like that would be the official 
position, perhaps not. Iam not sure. 

Mr. Jonas. You are stating to the committee then that the na- 
tional commander has stated that he would recommend or favor an 
increase in taxes, if that became necessary, to increase this budget, 
and you personally agree with that ? 

Mr. Corcoran. That is my understanding of what he said. That 
is my position. Of course, sir, on our feelings about the Bureau of 
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the Budget, we know that we run a great risk when we come before 
your committee and make strong statements about another Govern- 
ment agency. We run the risk of, for one thing, being misunderstood 
by your committee. We know it is your committee who makes the 
appropriation and not the Bureau of the Budget; but our feelings 
are so strong as a result of activities that have gone on for man 
ears—not just because of this particular budget But because of de- 
ays and the obstructions that. we think they have placed. in the path 
of the Veterans’ Administration’s conducting of the program. 

Mr. Jonas, That is all. 

Mr. Thomas. Thank you very much, gentlemen. 

Mr. Kraaset. I want to make one statement, Mr. Chairman : Seated 
before you are two gentlemen who came out of World War IT, and who 
trained under the GI bill, both Bert Davis here and Johnny Corcoran 
are attorneys in their own right, having trained under the GI bill, and 
they are the leaders of the future who will be coming up before you, 
and the other 4 gentlemen are due to go into the limbo within the next 
year or 2. This transition, I wanted to point out to the chairman, we 
are very happy about because of these men having trained under us as 
they have for the past 10 or 12 years. 

Mr. Tuomas. You have two bright, intelligent. young men. We 
are delighted to have them. 

Mr. Yates. Very impressive. 


Mr. Tuomas. Don’t let that doctor get away from you. He is a fix- 
ture. You keep him around for 25 more years. 


Good luck to you gentlemen. Come back to see us. You are always 
welcome. 


(The following was submitted later :) 


ADDENDUM TO STATEMENT OF JOHN J. CorcoRAN, DtrectTor, NATIONAL REHABILI- 
TATION COMMISSION, THE AMERICAN LEGION 


VA HOSPITAL CONSTRUCTION 


The record will show that the American Legion testified before your House 
Appropriations Subcommittee on Independent Agencies in 1957 (February 26). 
At that time we submitted a lengthy statement indicating the years of delay 
entering into the VA hospital construction program as to projects approved by 
the Congress. - 

With regret, we report that as of February 28, 1958, no progress has been made 
in getting some of the most important projects in this program under way. 
it is our belief that this delay is due to the stated policy of the Budget Bureau 
in the matter of restricting the bed capacity of the VA system of hospitals. 
Within the past year the reasons most often heard for the delay are these: (1) 
Agreement has not been reached between Budget Bureau officials and the VA 
as to the plans for the “protottype” hospital to be constructed; (2) in 1957 
there was a Budget Bureau policy of deferring those plans for construction which 
can be deferred. 

As examples of Budget Bureau delays on congressionally approved projects we 
cite the following, all covering badly needed replacements for existing facilities: 

500 bed G. M. and 8. hospital, Washington, D, C. Funds for technical serv- 
ices in appropriation for fiscal 1957. 

800 bed G. M. and S. hospital, Cleveland, Ohio. Funds for technical serv- 
ices in appropriation for fiscal 1957. 

500 bed G. M. and 8. hospital, Oakland, Calif. Funds for technical services 
in appropriation for fiscal 1957. 

500 bed G. M. and S. hospital, Jackson; Miss. Funds for technical services 
in appropriation for fiscal 1957 ; for construction in fiseal 1958, 

500 bed G. M. and S. hospital, Nashville, Tenn. Funds for technical serv- 
ices in appropriation for fiscal 1957 ; for construction in fiscal 1958. 
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VA MEDICAL RESEARCH 


Attention is invited to Resolution 82, approved by the national executive com- 
mittee of the American Legion, November 20-22, 1957, expressing the American 
—. support of VA medical research. The text of that resolution is as 
follows : 

“The national rehabilitation commission’s medical advisory board has recom- 
mended that the American Legion give full and strong support to Veterans’ Ad- 
et in its request and justification for adequate funds for medical re- 
search. 


“Research belongs to the triad of medicine, i. e., patient care, professional edu- 
cation, and research ; therefore, 

“The Commission fully approves the medical advisory board’s recommendation. 
This is consonant with the fully developed belief that VA medical research is a 
basic essential of medical practice second to none. 

“There is the added incentive of giving medical scientists that facilities to bul- 
wark our Nation’s strength in a troubled world. 

“The national executive committee, the American Legion, meeting in Indian- 
apolis, Ind., November 20-22, 1957, approves.” 


CORRECTION OF TESTIMONY 


In the course of my testimony I stated that it was my recollection that the 
national commander of the American Legion, speaking January 15, 1958 at the 
American Legion National Legislative Commission dinner honering members of 
Congress, had said that he would support an increase in taxes to maintain 
veterans benefits programs. After reviewing the commander’s speech I find 
he was speaking of national security. His exact remark was: “The American 
Legion will back you completely if, in your fina) judgment, our security demands 


that we forego a tax cut, forget about a balanced budget and raise the debt 
ceiling.” 





Marcn 4, 1958. 


Feperat Crvitn Derense ADMINISTRATION 


WITNESS 
GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE, AFL-CIO 


Mr. Tuomas. Gentlemen, we have with us one of your old and able 
and distinguished and trustworthy friends, George Riley, legislative 
representative of the AFL-CIO. 

fr. Riley, it is always a privilege and pleasure to have you with us. 
If you have a statement we will be delighted to listen to you as long 
as you want to talk. 

r. Ritey. That is fine. I don’t want to impose upon the time of 
the committee and would like to submit this statement and quote ap- 
proximately a page of typed matter. 

Mr. Tuomas. We will be delighted to insert it in the record. 

(The statement is as follows :) 


STATEMENT OF GeEeoRGE D. Ritey, AFL-CIO LEGISLATIVE REPRESENTATIVE, ON 
Crv1n DEFENSE APPROPRIATIONS 


President Meany recently stated, “American Labor faces unafraid the chal- 
lenges and problems of 1958. We recognize the enormity of the problems; we 
shall not allow ourselves to fall into a deluded sense of false security.” Our 
regular appearance before you in support of FCDA appropriations is but a part 
of our responsibility to the Nation and our membership. 

It is recognized that the thermometer of public reaction to any phase of the 
national defense is directly proportionate to the support given that phase of the 


national defense by the leaders of the Nation—the Congress of the United 
States. 
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This leadership has again been forcibly demonstrated in the opening days of 
this present session when Congress took swift and decisive action to insure that 
this Nation shall be second to none in the development of missiles. 

The AFL-CIO has noted an increased demand from its membership for ea 
strong and capable civil-defense program. We are certain that you, the mem- 
bers. of this committee as the elected representatives of your constituents, ever 
mindful of their thinking and more particularly of their needs, are aware of 
this trend. We feel that this growing awareness has been dictated, fortunately, 
by the creditable performance of civil defense in our recent wave of natural 
disasters. Though these disasters have been severe, they represent but a token 
of the devastation that could be wrought by an enemy attack using man-made 
tools of destruction. 

PLANNING REQUIRED 


-To do the job in civil. defense, there is need to recognize the fact that the 
effects of war are no longer limited to the military. The fact is the success of 
the military dictates that the civilian population must support their forces with 
the full potentio! of their human resources and industrial capability. 

This means the Congress must give civil defense the ability to develop such 
plans and, more important, the finances necessary to implement such plans, 
H. R. 7576 (which passed the House during the last session) would provide the 
authority for FCDA to develop and implement a national plan. 

We have been told that the national civil defense plan will emphasize the 
need of government, be it Federal, State, or local, to have the capability to 
operate in an emergency. We whole-heartedly concur in the government-in- 
emergency concept, provided that civil defense actually becomes a plan to in- 
crease the capacity of existing government services, such as fire, police, sanita- 
tion, education, etc. 

Any program aimed at recruiting and training volunteers would then be in 
the hands of experienced and competent leaders. The need of services not 
presently found in existing government should be added to the government-in- 
emergency planning and experienced competent leadership chosen to head it. 

Recently, a conference of the education directors of the AFL—CIO disclosed 
the need for an educational program in radiological monitoring and the ability 
of the persons so trained to use these facts as they apply to the individual. 
This program developed into one of the major topics of the conference. For 
example, because of inadequate training and understanding, the average employee 
in plants handling radioactive material today is not fully aware of the personal 
danger from inexperienced use of the photo-identification badges. 

In floods, tornadoes, and hurricanes the need of a good civil defense plan 
based on the government-in-emergency concept has been graphically illustrated. 


EXAMPLES 


Mr. Chairman, at this point I believe I can give two excellent examples of the 
increased awareness noted in the AFL-CIO for effective civil defense planning. 
I think immediately of the action taken by trade-union members in the Cameron, 
La., hurricane. Acting under the initiative of Victor Bussie, president, Louisiana 
State Labor Council, building tradesmen and members of other labor organiza- 
tions in the southeastern part of the United States pooled their labor skills and 
time in donating to the victims of Hurricane Audrey. Carpenters, plumbers, 
laborers, electricians, bricklayers, etc., drawn from surrounding States, devoted 
their weekends to this project. Many homes were repaired or rebuilt. 

The second example is the action taken by the Battle Creek Federation of 
Labor: After learning that the City Commission of Battle Creek, Mich., was 
working with the Executive Assistant Administrator and his staff on developing 
a civil defense plan, the central labor body asked the city commission for the 
privilege of being consultants on manpower planning. 

In the first example, the spontaneous contribution of skills and services was 
coordinated with civil defense, Red Cross, and other organizations, and the sec- 
ond example received a reply advising the labor organization of the intent of 
the city commission to seek advice and counsel from all qualified sources. These 
examples were possible because the AFL-CIO recognizes its responsibility in a 
disaster situation and, in the case of civil defense, channels information to its 
affiliates. 
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As the demand for civil defense planning increased, the Labor Advisory Com- 
mittee to FCDA late last year, in their capacity as advisers and consultants to 
the FCD Administrator, made the following two specific recommendations : 

1. An inventory of civil-defense skills available in the trade union movement 
to be made at the local level (through the central labor bodies). 

2. The leadership, resources, and facilities available in the field of education 
in the trade-union movement to be used to its maximum in the job of education 

. necessary to prepare the people of this Nation for survival. 


EVALUATION OF SKILLED MANPOWER 


The FCDA Administrator accepted these suggestions and plans for a pilot test- 
ing of the inventory of skills available will soon be completed. We believe the 
recommendations of the Labor Advisory Committee to FCDA to be tailormade 
for the national plan on civil defense. Nowhere, to our knowledge, today is there 
an accurate list of civil-defense skills available in a specific geographic location. 
On conclusion of the pilot test in cataloging these trade-union skills, we feel con- 
fident the methods necessary to determine manpower requirements at the local 
level will be available. 

This means that a fairly accurate means of determining available skilled man- 
power in support areas as well as critical target areas will be available so at a 
glance the civil-defense director will be able to determine, in any given area, 
what skills are immediately accessible and where he can identify the skills in 
short supply. 

When we use the term “manpower” we are, of course, using it in its broadest 
sense to include the important segment of human resources in an emergency— 
womanpower. Women constitute a large part of the peacetime labor force, and 
in time of national emergency all women, homemakers, professional women, semi- 
skilled and skilled, rally to assist national survival. From their ranks we will 
draw a great mass of manpower, to be trained and molded into the framework 
of government in emergency. 


EDUCATION 


The second recommendation advanced by the Labor Advisory Committee, 
in the interest of economy, should follow shortly, providing the necessary funds 
requested in this appropriation for education are approved by this body. 

In offering our leadership, resources, and facilities in the field of education, 
we believe we are contributing an economical way to help meet the need of 
preparing this great Nation of ours in the educational program necessary for 
survival from man-made and natural disasters. 

The offer in the field of education fits in perfectly with the emphasis being 
placed on radiological monitoring. Using the framework of the labor move- 
ment, particularly in local unions who because of the requisites of their em- 
ployment conduct regular on-the-job training sessions, such as firefighters and 
police, there is available the best outlet for an educational training program 
in this country today. 

Firefighters should be trained individually in decontamination procedures and 
the use of detection equipment so as to evaluate the results as they relate 
to their immediate safety. We have seen organizations of this type used to 
promote a community training project such as first aid, fire prevention and dis- 
aster relief. The good results obtained are a credit to the organization and 
the community. 

These men work in the community, for the community, and are the logical 
teachers in a project of this nature. Fire and police organizations have the 
additional advantage of having their own communication networks. In this 
way, they can perform an invaluable bit of intelligence. 


SUPPORT FOR THE PROGRAM 


From its beginning, civil defense—progressing through the various stages 
of planning—has been pictured and identified in some of the following ways: 

1. The man with the tin hat and CD arm band; 

2. National registration ; 

3. Duck and cover; 

4. Evacuation; 

5. Combination of evacuation and shelter. 
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The pattern is familiar and parallels the pattern of growth in our Nation 
as recorded by history. (The minutemen are an example.) 

The present CD concept of Government-in-emergency we believe to be the 
most logical and realistic to date. Civil defense is not—and should not be— 
a separate arm,.but should be the ability and capacity necessary to expand 
Government at all levels, under capable leadership, to meet emergencies with 
existing services. 

We have not agreed and will not agree with civil-defense planning when, 
in good conscience, we feel the planning is not in the best interest of our 
country. We have not failed and will not fail to support a good civil-defense 
program in any manner we are able and at all levels of government. 

We are confident that in their Administrator, Mr. Hoegh, FCDA and the Na- 
tion has competent leadership capable of carrying out effective planning, if 
he is given the authority and the necessary funds. 

In reviewing FCDA’s budget presently before you, we were told any ents 
made by Congress would mean the loss of service to a going program, if not 
the complete loss of the particular program in any given area in which funds 
might be denied. 

The total asking price in this year’s budget for FCDA is $41.8 million new 
money. The program is designed to increase the present capacity of Govern- 
ment at all levels to operate in emergency. It includes the following: 


INNOINND, O73 5 a a lca eed wel el beac anh bentl secseaenh seems $19, 400, 000 
Emergency supplies and equipment___._______-_________________. 18, 000, 000 
Besserch end development. un 3. - ccs i ren ccs i aansanii acu 4, 400, 000 


Addressing myself to the parts of the budget with which I have become 
familiar, may I say that in “Operations” the asking price is cheap considering 
the magnitude of the job. Education alone is significant, but certainly to have 
an effective national education plan you must have all the component parts in 
Operations, consisting of executive direction, research, and development, plan- 
ning and intelligence, warning and operation plans, education and training, 
specialized liaison, resources and requirements, etc. 


CONCLUSION 


Emergency supplies and equipment has long been one of the points of con- 
centration in our appearances before this committee. Possibly because of its 
close association with the American way and standard of living, emergency hos- 
pitals, blood, plasma, etc., are more readily pictured and associated with per- 
sonal experience. The cost this year in this budget of $12,400,000 for rework- 
ing 1,305,000 units of stockpiled dried human blood plasma is certainly justified 
when we hear every day of the need for blood. 

Radiological and chemical warfare defense equipment is not listed in this 
budget, but will be brought in as a supplemental request with the passage of 
H. R. 7576 by the Senate. We are told, and we believe, there is an urgent need 
for this equipment. We have indicated our willingness and our ability to help 
in the training program necessary for survival and when we see and read the 
experiences of the Japanese in World War II our prayer is that we, as a na- 
tion, wil! be able to benefit from history and prepare our people to meet and 
survive this totally new menace. 

Research and development in radiological defense must become a major proj- 
ect in this Nation. Damage assessment is a new field with little to compare 
in history. Warning, communications, engineering, and nuclear testing, health 
and medical research all are needed, and $4,400,000 is more than reasonable for 
eontinuity in learning the latest facts and the best methods and techniques for 
applying these facts to national survival. 

The distinguished chairman of the House Appropriations Committee, in a 
speech on the House floor on February 18, 1958, headed by the caption, “Not 
a Minute To Lose.” defined our need in national defense. Fmnthasizing the 
things we are behind the Russians in and listing our capabilities or lack of 
them, he could have gone on to say, in our opinion, that civil defense has a 
need the same as military defense and a strong civil defense can be a potent 
deterrent to world war III. The chairman did say, “There are areas in the 
budget where savings can be made without endangering national defense.” We 
submit to you that a cut in the FCDA budget presently heing considered by this 
committee is not one of the ways to economize. It is our firm conviction that 
civil defense must be considered as complementing national defense. 
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Your judgment was swift and exact in meeting the challenge in missiles and 
we feel confident it will be as astute in the case of the civilian counterpart— 
FCDA. 


_Mr. Tuomas. A well-balanced statement. We certainly appreciate 
it. . That is the kind we like, tempered with good old common. horse- 


sénse. 

“Mr. Rirey. I don’t want to overstate or understate the case. 

_Mr. Tuomas. You have made a good statement. It has a lot of 
meat in it. Come back to see us, Mr. Riley. You are always welcome. 

Mr. Rirxy. Thank you, sir. 

Mr. Tuomas. We have several statements which have been sub- 
mitted to the Committee for insertion in the record of our hearings 
on the 1959 independent offices appropriation bill. The first one is a 
statement from our colleague, Mr. McIntire, of Maine, which we will 
insert at this point. “el ted 

-(The. statement of Representative Clifford. G. McIntire, is as 
follows :) 


STATEMENT OF REPRESENTATIVE CLIFFORD G. McINTIRE 


Mr. Chairman, and members of this committee, in the first session of the 85th 
Congress, the General Services Administration, through the Bureau of the 
Budget, requested $214 million for the purpose of building five border stations 
in the United States—a border station at Madawaska, Maine, was one of these. 
The Congress responded by appropriating $2,125,000—$375,000 less than re- 
quested—for this purpose. 

The General Services Administration has endeavored to advance the construe- 
tion of the border stations concerned within the limits of those funds appro- 
priated by the Congress, and consequently the fiscal 1959 budget does not reflect 
any recommendation for funds in this regard. There are, however, certain cost 
elements that have been performing to interfere with the Administration’s 
earnest efforts. 

For instance, at Madawaska, Maine, the General Services Administration has 
discovered that owing to a blend of complex factors, the cost of acquiring a 
suitable land site and of relocating a section of railroad will cost in the 
vicinity of $70,000. The reduced amount appropriated during the previous ses- 
sion of Congress will not permit the accommodation of such costs. 

In order to enlighten this committee, some brief reference should be made to 
the circumstances presently existing at this location. In short, the problem is 
one of cramped conditions. 

For instance, the presently existing customs facility is located on land owned 
and leased from the State of Maine. Any new customs building would—if it 
were to be conveniently situated at the end of the bridge that spans the St. 
John River—have to be located on surrounding land owned by two interests: (1) 
Fraser Paper Co., and (2) the Bangor & Aroostook Railroad Go, 

In addition, any such location would require the relocation of a section of 
railroad that presently traverses, in some degree or another, any such land that 
could be determined suitable for customshouse location. 

These, then, are the conditions in brief—a river on one side, a railroad on the 
other, and a suitable land site in the middle. The situation is, in effect, a tight 
one, leaving only a very limited area for manipulation. 

With regard to land site acquisition, it should be pointed out that the General 
Services Administration has been hard at work trying to effect a solution for 
this segment of the problem. 

Initially the Administration tried to procure a suitable land site from the 
Fraser Paper Co., but this company, understandably enough, could not perceive 
how it might conveniently relinquish its holdings of land without placing in 
peril its opportunity for future industrial development. It would indeed require 
a substantial offer in price to induce this company to release that land which it 
rightfully considers a premium. 

I would like to mention that the Fraser Paper Co. performs as a dynamic 
industrial unit, vital to the economy of Madawaska. The economic well-being 
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of much of the town citizenry is intimately intertwined with this industrial unit. 

Presently the General Services Administration is encouraged by the prospect 
of obtaining the necessary land site from the Bangor & Aroostook Railroad Co., 
a piece of land located close to the river bank. Negotiations are getting under- 
way to discuss price of land, and the preliminary aspects of such negotiations 
have, it is understood, proved heartening. 

With reference to relocation of the railroad section concerned, it should be 
pointed out that the Bangor & Aroostook Railroad Co. has just recently sub- 
mitted a series of proposals for effecting such an adjustment, and the General 
Services Administration believes these will serve as an adequate base for arriy- 
ing at a suitable agreement. 

In effect, then, the combined aspects of cost will arrive in the vicinity of 
$70,000, and in consideration of the severe land limitations and the requirement 
of railroad relocation, this figure does not pose as being unreasonable. 

We should remember that the General Services Administration had hoped— 
and indeed has worked—to effect this phase of customshouse construction at 
a substantially lesser figure, but the stringencies of the circumstances have 
defeated its high hopes and eager efforts. 

It should be noted, too, that the General Services Administration has already 
advised the Bureau of the Budget with regard to the nature of these increased 
costs. 

Mr. Chairman, last year I appeared before this committee to urge its endorse- 
ment of funds for a Madawaska border station. At that time, in order to shed 
some light on the activities at this point of United States entry, I made the 
following observations: 

“Many Canadian laborers enter our country at this geographical point to help 
with the great harvest in Maine’s potato fields; in fact, in considering all en- 
trances, it is estimated that approximately 2 million people annually cross over 
the border here. In addition, the statistics on traffic inflow indicate that more 
and more vehicles are using this point of entry into the United States.” 

Mr. Chairman, a border station is urgently needed at Madawaska, and there 
is evidence to strongly suggest that the benefits flowing from such an improvement 
would render comparatively small the costs concerned. And, although the 
cramped conditions existing in this area serve to hamper a solution, they do not 
preclude one. 

Mr. Chairman, and members of this committee, I respectfully and earnestly 
urge this committee to extend its approval to those funds essential to effecting 
the construction of a border station a Madawaska, Maine. 

I deeply appreciate having an opportunity to present this statement. 


Mr. Tuomas. The next statement for the record was submitted by 
the United States Chamber of Commerce, in which they recommend 
reduction in certain areas of our bill. 

(The statement referred to is as follows:) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., March 5, 1958. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, 
Washington, D. C. 


Dear Mr. THomMas: The Chamber of Commerce of the United States believes 
that the proposed 1959 budget can be reduced by a minimum of $3 billion with- 
out impairing national security or other vital Government activities. We be- 
lieve that such reductions would permit the long overdue revision of the tax 
structure which has operated to discourage initiative and risk taking in the 
economy. 

The recommendations which follow are based on a comprehensive analysis of 
the President’s budget for 1959 conditioned by the paramount need for restraint in 
those areas which do not meet the standards of first priority. In a period which 
will place a severe penalty on misdirected national effort, it is the belief of 
the chamber’s board of directors that the reductions which it recommends to 
your subcommittee should be made. 

Accordingly, the National Chamber recommends that the Independent Offices 
Appropriations Subcommittee consider the following reductions, amounting to 
$1,351,144,800, in the budget items before you. 
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Budget Chamber 
Independent offices request recommen- 
tions 
Civil Serviee,Commiission: Salaries and expenses........ $18, 420, 000 $18, 300, 00C 
Federal Power Commission: Salaries and expenses...... 6, 385, 000 5, 530, 000 
Federal Trade Commission: Salaries and expenses__.__- 6, 025, 000 5, 525, 000 
General Services Administration: 
Transportation and utilities activities............... 2, 000, 000 1, 250, 000 
Defense materials activities. ...............-...-.... 70, 000, 000 0 
RO diced ekki ibe a hd 72, 000, 000 1, 250, 000 
Housing and Home Finance Agency: 
Urban planning grants.............................. 3, 500, 000 0 
EES WHORES QONIII ancien nc denieeneusiendeininedtiiaie’ 8, 500, 000 0 
ee. tes uvlitin itd wsobtaissndautinean dititnieypeaaigiieite ae 12, 000, 000 0 
Interstate Commerce Commission: Salaries and expenses_ 17, 500, 000 17, 378, 000 
Renegotiation Board: Salaries and expenses__..........- 2, 900, 000 9 
Veterans’ Administration: 
General, ONG is eee ss URS 149, 582, 000 127, 382, 000 22, 200, 
TORI ORG es Sie os. Lew kn deswuneesecke 707, 100, 000 607, 100, 000 100, 000, 000 
Compensation and pensions. ...............-.....-- 3, 000,000 | 2,090,347, 200 1, 141, 652, 800 
Oi si. in HU GAA 8 Se 4, 088, 682,000 | 2,824, 829, 200 1, 263, 852, 800 
Grand total...........-.-......-..2..------ceccne} $4, 223, 912, 000 | $2,872,812, 200 





‘ The following reasons are offered in explanation of the chamber’s recommenda- 
ons : 


CIVIL SERVICE COMMISSION 
Salaries and expenses 


Appropriations for salaries and expenses of the Civil Service Commission 
should be retained at the current year’s level of $18,300,000, a reduction of 
$120,000. This organization constitutes an overhead activity whose costs con- 
tinue to creep upward despite the decentralization of many personnel responsi- 
bilities to operating agencies during the last decade. 

It is to be noted that the proposed increase of $120,000 is not in reality the 
total increase proposed for this agency during the coming year. If the pay in- 
creases recommended by the President are added to this figure, it is estimated 
that the total increase would be over $1 million, or about 6 percent more than 
the current year. 

Considering the demand for increased funds in defense programs and allied 
functions, every effort should be made to curtail such support and overhead-type 
Government costs. Increases proposed because of program changes or increased 
work load, e. g., administration of the retirement system, should be absorbed by 
reducing less essential activities within the Commission. 


FEDERAL POWER COMMISSION 
Salaries and expenses 


It is recommended that the appropriation for the Federal Power Commission 
be not more than the 1958 appropriation, which is $855,000 less than the amount 
requested in the 1959 budget. The proposed increase over 1958 involves primarily 
the addition of more than 100 in staff at an annual average salary of about $6,400. 
In addition, many of the items of cost obligation in the budget are well above 
the 1958 appropriations. For example, staff travel is increased $100,000, print- 
ing is increased $21,000 and equipment purchase is increased $28,000. The work 
load factors do not appear to be increasing in proportion, and the proposed 
increased appropriation does not seem warranted. 


FEDERAL TRADE COMMISSION 
Salaries and expenses 


The National Chamber recommends that the fiscal 1959 budget of the Federal 
Trade Commission be reduced by $500,000—the reduction to come from funds for 
antimonopoly work. This reduction would bring FTC merger work expenditures 


back to a level more nearly proportional to the actual increased need for merger 
work since 1956. 
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For fiscal 1957, the FTC budget was increased by $1,002,500 over the preceding 
year. This represented an increase of more than 20 percent. Almost $1 million 
of this sum went into antimonopoly work—specifically, for the purpose of in- 
vestigating and following up on mergers. In this 1 year, the antimonopoly budget 
was increased by about 50 percent. 

For fiscal 1958, an additional $75,000 was requested for antimonopoly work. 

In the budget request for fiscal year 1959, request is made for an additional 
$42,250 in antimonopoly funds. 

Thus, the 1959 request is $1,247,046 greater than the actual 1956 expendi- 
tures. This increase appears questionable for these reasons: 

1. Merger activity in the United States economy, although increasing, is not 
increasing at a rate which justifies such large additional expenditures. Here 
are FTC merger figures for 1952-57 : 


Basis kai dn aensdeib dae nedh decal deste PN SO i etre thee m kn 846 
ROU S66 0S sic fs SSL TO AB on 5 tiie stint 905 
i Ut aes oe Sn cae, tee 617 | 1957 estimated_-_._._...._--_.- 950 


Even these figures do not represent actual mergers that have taken place, 
They include mergers that are being contemplated and have been reported in 
the press. The actual increase in mergers does not warrant an increase since 
1956 of about 60 percent in funds to police them. 

2. Merger activity is not out of line with previous experience. Mergers have 
always increased in frequency during periods of prosperity and fallen off in 
recessions and depressions. Merger activity today does not represent any kind 
of record high. 

8. Mergers, themselves, are not indicators of monopoly growth. A study by 
University of California Prof. J. Fred Weston of 74 large firms in those indus- 
tries which have relatively few companies shows that the firms owed only about 
20 percent of their growth to mergers. The remaining 80 percent came from 
successful operation with existing plant and staff. 

In addition, the chamber recommends that the appropriation language be 
revised to read as follows: 

‘Salaries and Expenses: For necessary expenses of the Federal Trade Com- 
mission, $5,525,000. Uniforms and allowances therefor are included in this 
figure. Not more than $700 is to be spent for newspapers and services author- 
ized by section 15 of the Act of Angust 2, 1946 (5 U. 8S. C. 55a). Not more 
than $260,000 is to be spent on travel. No part of the foregoing appropriation 
shall be expended upon any investigation hereafter provided by concurrent 
resolution of the Congress until funds are appropriated subsequently to the en- 
actment of such resolution to finance the cost of such investigation; neither 
shall any part of the foregoing appropriation be expended upon any economic 
study already in existence, or being planned by any other agency of the 
Government.” 

In the main, this is a revision in phraseology for the purpose of clarity. How- 
ever, the concluding phrase beginning with “neither shall” is a recommended 
addition to the language. The purpose of this phrase is to guard against need- 
less use of frnds for the ‘conduct of an economic study that would represent 
duplication of effort. 

GENERAL SERVICES ADMINISTRATION 


Transportation and utilities activities 


For the fiscal year 1959 the General Services Administration again is seeking 
substantially increased appropriations for its wide-ranging “transportation and 
publie utilities activities.” It is claimed that these activities are ‘‘for improving 
management of transportation and public utilities in civilian agencies, protect- 
ing the Government’s interests in cases before regulatory bodies and furnishing 
services to civilian agencies in these specialized fields.” 

Since 1955 these activities have expanded by more than 65 percent and it is 
stated that the “increase for 1959 will allow more adequate participation in 
rate negotiations and litigation, and some improvement in services to civilian 
agencies.” 

Similar increases are shown under the heading, “public utilities management.” 
Here the projected increase for 1959 is 94 percent as compared with the actual 
amount for 1955, 

The total program of “transportation and utilities activities” of the General 
Services Administration has nearly doubled since 1955. Over this same period 
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the total number of permanent positions has grown from 159 in 1955 to a pro- 
posed 282 for the fiscal year 1959, 

Granting that the General Services Administration may properly be concerned 
to guard against discriminatory charges to the Government compared with those 
paid by other shippers, such efforts to protect the Government interest regard- 
ing fair relative charges do not account for the greatly expanded activities noted 
above. Instead, to an increasing extent, they have encroached upon the functions 
entrusted by law to authorized regulatory agencies for protecting the public 
interest and that of shippers generally in reasonable rates and charges for trans- 
portation and utility services. Such encroachment and duplication, involving the 
determination of general levels of rates and of rate increases necessary to cover 
carrier costs, is wholly unnecessary and should be stopped. 

We submit that the legitimate activities of the General Service Administra- 
tion in this area do not require the very substantial increases in expenditures 
that have occurred and the still further increases projected for the fiscal year 
1959. ‘Therefore, it is recommended that the appropriation for “transportation 
and utilities activities’ of the General Services Administration should, as a 
maximum, be no greater than the amount actually expended in the fiscal year 
1957. Considering the overreaching nature of the activities which were even 
then being conducted by the General Services Administration, such amount 
should be fully adequate to support its necessary and proper activities on behalf 
of the Government as a shipper, 


Defense materials activities 


It is récommended that the $70 million requested for the stockpiling program 
be denied. In view of the fact that 91 percent of the priority stockpile goals 
have been reached, there is considerable question as to whether the funds ear- 
marked for 1959 will be for priority items or for the long-term stockpile, which 
in many respects, is merely a price-support program for certain domestically 
produced minerals. 

Without further appropriation, there is available more than $81 million in 
carryover funds for stockpiling. Furthermore, the entire stockpiling program 
has been reviewed by the Holman-Pettibone committee, and it seems unwise to 
put additional funds into this program prior to a careful evaluation of the report. 

The July 1957 decision to gear all stockpile purchases to a 3-year versus a 
5-year supply may justify the disposal of certain surpluses. The revenues from 
such sales could. be added, if warranted, to the carryover funds mentioned 
previously. 

HOUSING AND HOME FINANCE AGENCY 


Urban planning grants 


The Chamber opposes this estimate of $3.5 million in its entirety for the 
following reasons: 

1. The President’s Joint Federal-State Action Committee in its first progress 
report noted the need and inereasing ability and willingness on the parts of 
States to assume their obligations in assisting their communities in better plan- 
ning. 

2. The program has failed to produce results that could not have been obtained 
through local effort or a combination of State and local endeavor. 

Public works planning 

The chamber recommends that this estimate of $8.5 million be denied for the 
following reasons: 

1. Funds are advanced to communities on an interest-free basis, thus allow- 
ing for no revenue to meet losses that will obviously be incurred in view of the 
latitude permitted communities to change their objectives. 

2. This lack of any interest payment creates an immediate loss to the Govern- 
ment since the Government must pay for the borrowing of these funds. 

3. Communities can change their minds as to how much or how little they in- 
tend to do, even after they have been advanced funds under this program. Such 
advances are then not repaid to the Government. 

4. Beyond these facts, the program represents a direct and unnecessary 
subsidy requiring the very minimum of local responsibility. 


Urban renewal 
The chamber wishes to make special mention of its endorsement of the 


President’s expressed objective in returning much of responsibility for the urban 
renewal program over to the States and communities. It is our recommendation 
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that the authorizations asked for b essa, 

‘ y the President in his bud 
reer and the language of the appropriation be changed to one the oneal 
participation to be gradually reduced over a period of 5 years. 


INTERSTATE COMMERCE COMMISSION 
Salaries and expenses 


The appropriation request for the Interstate Commerce Commi 
sd contains an anachronism to which we invite the particular attention ce ta 
ate Reference is to the item for “locomotive inspection,” expenditures for 

: ch have been increasing steadily in recent years notwithstanding the fact that 
pietaly tiadtatae e en ep ater trae boilers, have now been almost com- 

y diesel and electric power. F 
for this function is sought for 1959. The 1959 b iripnd of $966,800 130 Peel 
greater than the amount spent for this function in 1955 and 14 percent roe 
ba = tr 1957 expenditure in this category. _ 
s presents a clear picture of increasing expendit 

diminishing need or justification. In July 1954. the Teptiatate Goiimaiee Glan 
mission consolidated its three separate Bureaus of Locomotive Inspectidn, Safet : 
and Service into a new Bureau of Safety and Service, for the declared purpose 
of achieving coordination and administrative efficiencies. The increasing ex. 
penditures for locomotive inspection noted above do not comport well with this 
declared objective of greater economy and efficiency. 

It seems evident that the program of locomotive inspection has become over- 
grown and that it has not been held within reasonable bounds as the need for 
the activity and its cost has diminished. We therefore recommend that the 
funds for activity be reduced by $122,000 to the 1957 level of operations. 


RENEGOTIATION BOARD 
Salaries and expenses 


It is recommended that the funds requested for the Renegotiation Board be 
denied in their entirety. Renegotiation is simply a tax without a rate. To avoid 
renegotiation, contractors must keep their defense sales below $1 million and con- 
centrate on standard commercial articles instead of on research and production 
of vitally needed defense material. 

Several years after the completion of a defense contract whieh has been 
negotiated to the satisfaction of trained military procurement personnel, the 
Board may reclaim what it deems to be “excess profits.” 

It is paradoxical that this act, intended to save the Government money, operates 
in exactly the opposite fashion. By driving the low-cost, low-price producer away 
from military procurement, renegotiation is actually costing the Government 
more money. To the extent that it has discouraged defense research, it has 
damaged the defense program. 


VETERANS’ ADMINISTRATION 


The proposals for reductions in the Veterans’ Administration budget requests 
are in the areas of life insurance and benefits for illness and for disability having 
no relation to military service. It is not intended that present compensation or 
medical benefits provided to veterans who suffered injury during military service 
and their dependents be in any way diminished. ‘ 

The recommendations for reductions in the veterans’ programs which follow 
were largely based on the findings of the President’s Commission on Veterans’ 
Pensions, commonly, referred to as the Bradley Commission. This Commission, 
headed by former Veterans’ Administrator, Gen. Omar N. Bradley, was not con- 
cerned with economy alone. However, the prospect of ever-increasing veterans’ 
programs, mainly attributable to increased numbers of veterans receiving benefits 
which were in no way related to their military service, caused the Commission 
to recommend a new basis for the Federal Government’s policy in this area. 
Addressing itself directly to the problem of non-service-connected disability, the 
Commission stated : 

“Veterans have many other needs not connected with military service, which 
continue after they are through with readjustment—needs that are more or less 
e¢ommon to all people. In the opinion of the Commission, veterans with no serv- 
ice-connected disability after readjustment should be considered to be in the 
same category as citizens who are not veterans.” 





| 
| 
| 
| 
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With nearly half of the present national population composed of veterans and 
their families, all potential recipients of veterans’ benefits under current laws, 
the continuance of the present programs promises future expenditures far in 
excess of the $5 billion level now being experienced. Unless basic changes in 
policy are adopted, the growing costs of veterans’ benefits will require an in- 
creasingly greater share of the Nation’s fiscal resources with attendant pressures 
operating against sound Federal budget practices. 

Veterans also pay taxes, and, as might be expected, apparently have a very 
fair-minded approach to the whole problem of their receiving special treatment 
from the Federal Government. The tabulation which follows shows the results 
of a survey conducted among veterans to ascertain their attitudes toward 
veterans’ benefits. The survey was prepared for the National Civil Service 
League and forms the basis for a section of a staff report of the Bradley Com- 
mission (House Committee Print No. 261, 84th Cong., 2d sess.). The survey 
discloses that only a relatively small percentage of veterans place pensions 
and non-service-connected medical benefits in the desirable category. 

“Which of the benefits on this list do you think all veterans should receive?’ 








SAR SAMO OE WOT RG a einstein seen tals Rplbittint hers nadcnthentipepiatendd 2, 922 
SORE DONO GUN, sibs. Sebtel lacs ecaite~ ecaaalaep nid hele een tiginp bilaghritnins andseergipcahde- ie, 100 
Free medical care for illness or injury connected with the service________ 86 
Getting back the jobs they held before going into service__.______-________ 84 
Low-cost loans for home building or buying_..._____.__________________ 69 
Dahasiing, at: GOverRiRGt GUBORER sc iadeiieeiten taco men<teinitieeeen 66 
eae Cont. GarereMenk INCOR ics ccianctncadrminenn sect cesteteerm-ceonern 60 
On-the-job training paid for by the Government______-__._-____._.________ 52 
Advantages over nonveterans in getting Government jobs_______________ 39 
IEEE, GRORCS. TOR SOUT LOUIE RE Ci ie ites aries teheternie mee we ne eee 26 
Free medical care for any illness or injury whatsoever________ __ Si ideeaice 22 
Holding Government jobs while other people are being laid off from theirs__ 18 


nS. DU SENN...» wsiesisid causa eilnsen hiteidibangntnhasamns tiedgnania nalasatiatac tet taniamet tesa 
None of them or no answer 


General operating expenses 


The reduction of $22,200,000 in general operating expenses applies specifically 
to the administrative costs of the veterans’ life insurance programs. ‘These costs 
should be provided from premiums and other receipts. This action would carry 
out a recommendation of the second Hoover Commission and bring to an end the 
subsidy received by the policyholders who are receiving large dividends annually. 
The dividends to veterans’ life insurance policyholders would still cuntinue t be 
large after all costs of administering the program were met, and a more true 
picture of the costs of the program would be presented. 

The question has been raised as to whether Congress has the constitutional 
authority to place the life insurance program on a self-sustaining basis. It is 
our opinion that the absence of a definitive ruling on this point argues for the 
attempted remedy of this situation which is unfair to the general taxpayers of 
the country. By denying funds for administrative costs, the constitutional issue 
would then have to be resolved by authoritative ruling. Attached is a National 
Chamber of Commerce staff analysis of the legal questions involved in making the 
insurance program self-sustaining. 


Inpatient care 


It is recommended that the budegt estimates for inpatient care be reduced by 
$100 million. 

Veterans’ Administration hospitalization of veterans with no service-connected 
disabilities has resulted in extensive use of Federal Government facilities quite 
apart from the basic objective of caring for the service-disabled—the prime Gov- 
ernment obligation. This arises from the fact that veterans qualify for Govern- 
ment hospitalization by simply making a statement that they are unable to pay 
the costs of private medical services required. The result is extensive and grow- 
ing reliance upon this Federal benefit, which is an increasingly large Government 
expenditure. 

With the veteran population approaching one-eighth of the total national 
population, the potential growth in the cost of hospitalization for veterans hav- 
ing no service-connected disability is apparent. According to the latest informa- 
tion available, only one-third of the veterans who are receiving inpatient hospital 
care are veterans who are being treated for illness attributable to their military 
service. 
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The national chamber urges a strengthening and enforcement of eligibility 
regulations as a first step in controlling the rising costs of hospitalization for 
veterans having no service-connected disabilities. This should eliminate thoge 
eases in which indigency in its usual sense does not exist and return the responsi- 
bility to individuals, private agencies and local governments, where it belongs. 

There seems no sound reason that veterans, and all other taxpayers, should 
maintain a Federal facility for services having no connection with war service. 

Although it is not possible to compare the costs of services for those having no 
service-connected disabilities to the overall cost of inpatient care, it is believed 
that the adoption of more realistic regulations and enforcement practices could 
result in savings approximating $100 million in the first fiscal year. It is, there- 
fore, recommended that the budget item of $707,100,000 be reduced to $607,100,000, 


Compensation and pensions 

It is: recommended that the budget estimates for compensation and pensions 
be reduced by $1,141,652,800. This reduction would in no way affect the present 
compensation payments to veterans arising from service-incurred disability, 
It would relate solely to pension payments granted to veterans who have become 
disabled after they have left military service. It is in this area of veterans’ 
benefits that the Bradley Commission foresaw the greatest threats to the future 
national economy. The concept of veterans’ pensions had its origin in times 
which were far different from the present. Since the 1930’s, a new era of social 
welfare has begun which has seen the development of a broadscale system of 
social security. In addition, public assistance programs have been enlarged 
substantially and have acquired an added element of respectability which they 
previously lacked. The many inequities discovered by the Bradley Commis. 
sion provide strong arguments for the elimination of a separate program of eco- 
nomic protection for veterans with no service disability, as distinguished from 
that available to all citizens under the old-age and survivors insurance program. 

I would appreciate it if you would make this letter a part of the record of 
hearings on the appropriation bill for independent offices. 

Cordially yours, 
CLARENCE R. MILes, 
Manager, Legislative Department. 


Mr. TxHomas. We also have another statement from the Director 
of Veterans of Foreign Wars, Mr. Omar B. Ketchum, relating to the 
Veterans’ Administration appropriations. 

(The statement is as follows:) 


VETERANS OF ForREIGN WARS OF THE UNITED STATES, 
Washington, D. C., February 7, 1958. 
Re Veterans’ Administration estimated budget for fiseal 1959 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, 
House Committee on Appropriations, 
House Office Building, Washington, D. C. 


Dear Mr. THomas: This is to express the interest and concern of the Veterans 
of Foreign Wars in the proposed budget estimate for 1959 for the Veterans’ 
Administration as submitted by the President. A careful study of this budget 
estimate in relation to anticipated needs prompts our organization to point out 
some apparent weaknesses in the estimates. The VA budget estimate for fiscal 
1959 was the subject of lengthy consideration during a recent conference of 
national officers and department commanders held in Washington, D. C. 

In a personal appearance before the House Committee on Veterans’ Affairs on 
Tuesday morning, February 4, 1958, Commander in Chief Richard L. Roude- 
bush, of the Veterans of Foreign Wars, expressed the deep concern and dis- 
appointment of the membership of the Veterans of Foreign Wars with respect 
to the inadequacies of the proposed fiscal 1959 budget for the Veterans’ Admin- 
istration. Commander Roudebush pointed out that while at first glance the 
1959 estimate did not appear too far out of line with last year’s budget but a 
careful analysis reveals several soft spots and one item that is almost tragic in 
rélation to the need. All of these items deal with hospitalizaton, including in- 
patient and outpatient treatment, as well as construction of new hospitals and 
renovation of existing hospitals. 
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For example, the 1959 estimate for inpatient hospital care for veterans is ap- 
proximately $5 million more than was appropriated for 1958. In view of the 
fact that the cost of hospitalization and medical care is increasing and that 
there is a strong possibility for a substantial increase in the salaries of medical 
and technical personnel in the Veterans’ Administration ranging from 6 percent 
to 10 percent, the inpatient estimate for 1959 will, if approved, result in a sub- 
stantial decrease in the number of veterans who may be given hospital care 
and treatment in fiscal 1959. Salaries for medical and technical personnel 
represent a substantial portion of the budget allowance for inpatient hospital 
eare. In addition, there is some information to the effect that the President, 
by Executive order, may establish a ceiling of 125,000 usable beds for the Vet- 
erans’ Administration. 

We strongly favor establishing a ceiling of at least 125,000 beds, if not more, 
by the President, because it would give the Administrator of Veterans’ Affairs a 
definite yardstick of measurement by which he could operate instead of the pres- 
ent uncertain system of closing a few beds here and there without authority to 
open new beds in some other place. The budget inpatient estimate for fiscal 
1959 would be woefully inadequate if the President should give the Administrator 
a ceiling of at least 125,000 beds. Consequently, the item for inpatient care for 
fiscal 1959 should be increased if the Veterans’ Administration is to care for as 
many veterans as they have cared for in fiscal 1958, and substantially increased 
if there is an expansion or opening of a number of additional beds. 

The fiscal 1959 budget estimate for outpatient care is approximately $4 million 
less than the 1958 appropriation. In the opinion of the Veterans of Foreign Wars 
the tendency is toward more rather than less outpatient treatment. We have sug- 
gested from time to time as a means of making additional beds available to 
veterans who are in more critical condition, that the disabled and aged pensioners 
be made eligible to outpatient care so it will not be necessary for them to occupy 
a bed when ill with a minor ailment or disability. Under existing law these dis- 
abled or aging pensioners must either get into a hospital or be denied medical 
treatment. Consequently, the budget item for outpatient care in fiscal 1959 should 
be substantially increased. 

The most tragic inadequacy in the proposed VA estimate for fiscal 1959, how- 
ever, is in the item entitled “Construction of hospitals and domiciliary facilities.” 
This item recommends $9,145,000 compared to $44,528,000 which was appropriated 
for fiscal 1958 and $43,374,000 which was recommended by the Veterans” Admin- 
istration itself before the Bureau of the Budget reduced the item to slightly more 
than $9 million. In his statement before the House Committee on Veterans Af- 
fairs, VF W Commander in Chief Roudebush pointed out this glaring deficiency 
in the budget and stated that he had visited 35 VA hospitals in the past 6 months 
and most of them badly needed complete renovation or repairs. He has esti- 
mated that in order to put our existing VA hospitals in reasonably good condition 
there would be needed somewhere betwen $75 million and $100 million. This does 
not include the construction of new hospital beds. 

I have taken the liberty to call these matters to your attention as chairman 
of the House Subeommittee on Appropriations for Independent: Offices_and to 
advise that I, or a member of my staff, will be available to testify before your 
subcommittee if and when hearings are held on the Veterans’ Administration 
budget. 

Respectfully yours, 


Omak B. Ketcuvum, Director. 


22311—58—pt. 2——_85 
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